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. EDITORIAL

~As We See It

. Nikita Khrushchev, arch schemer in the cur-
rent Russian scene, has long been regarded pri-
marily as a man of action, a policy maker, an
executive and an administrator.
.current accounts, he has now become a leading,
/if not the leading theoretician of the communist
 world. In the rather strange jargon of the Marx-
‘ian lexicon this seems to mean that he has set
;down in more or less definitive form, the course
‘through which socialist Russia will .proceed to
the status of communist Russia. These matters
had long remained rather vague and certainly
' quite unrealistic. All this has now been clarified
; and rendered explicit by the genius of Comrade
Khrushchev—if one is willing to accept the adula-
tion of a thoroughly subdued communist party.

To the skeptical western mind not brainwashed
by Marxian tomfoolery or hypnotized by Lord
Keynes or-any of his followers or imitators, the

most ' significant thing "about Comrade Khrush- "
chev’s. words is the fact that he reveals-a some--

" what -belated realization of certain. vital facts

According to--

about the way the human animal behaves in the -

" economic world—facts which were long part and -

.parcel of our intellectual heritage but which we

seem to be forgetting or overlooking precisely at *
the time that the Kremlin boss is calling on his"

comrades to recognize and utilize them to surpass
and ultimately to overthrow us. It is a strange
turn of affairs. It could be a turn of affairs that
will bring us to very serious grief if not to de-
struction in the course of time.

Stripped to its essentials, the Khrushchev mes-
sage, or vital sections of it, as well as the pitch
and point of some of the remarks of Comrade

_ Continued on page 28
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" "Is Not Inevitable

By DR. MARCUS NADLER*
Professor of Finance, New York University

Both bonds and stocks belong in. every trust portfolio,
Dr. Nadler declares, since we can expect U. S. not to
adopt creeping inflation as'a way of life. The economist
sees no danger of inflation in the immediate future but js
apprehensive of long-run wage-price spiral revival unless,
as he confidently expects, combatted by the Federal Goy-
ernment and monetary authoritics. In rebutting the argu-
ment for creeping inflation and summarizing possible
consequences of such a condition, Dr.' Nadler warns that
loss of confidence in the dellar would constitute our most
serious defeat of U. S. in cold war. Concludes our refusal
to acquiesce will reduce creeping inflation to a tempor-
ary phenomenon, and to do otherwise would make any kind
of a bond, irrespective of quality and tax status, inane.

In recent years, the belief has become widely accepted
that creeping inflation is unavoidable, that the purchas-
ing power of the-dollar. is bound to

¢ - decrease at -an annual rate of be-
. tween 115% and 3%, and that every

- farsighted individual should - take
* :measures to protect the real value of
- his income and savings. The effects
. ‘of -this belief are-already evident in
# the security markets. Prices of equi-
.* ties have risen to new heights, bond
“: prices have decreased considerably,
and the return-on high grade fixed-
income obligations is higher than
that on many stocks. Trust com-
panies and pension funds are grad-
ually increasing the proportion of
equities in the estates handled by
them, and many individual bond-
holders are shifting into equities. Mutual trust fund
shares are finding a rapidly growing market among

Continued on page 34

*An address by Dr. Nadler before the 40th Mid-Winter Trust
Conference sponsored by American Bankers Association’s Trust
Division, New York City, Feb. 9, 1959,

Marcus Nadler

SECURITIES NOW IN REGISTRATION—Underwriters, dealers and investors in corporate
securities are afforded a complete picture of issues now registered with the SEC and poten-
tial undertakings in our “Securities in Registration” gection, starting on page 38.
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Investments for Penmn j‘
And Profit-Sharing Trusts

By C. WADSWORTH FARNUM *
Vice-President, Bankers Trust Co., New York City

Predicting increased emphasis on common stocks at the
expense of fixed income securities in pension funds, New
York banker sets forth the near revolutionary changes in *
investment attitude and the inherent advantages a fund
has in accumulating ‘a large proportion of equities. Mr. '
Farnum views the need for definite-benefit type pension :
funds to adjust to cost-of-living changes and explains
how aggressive, ingenious and inventive portfolic man-
-ager can utilize favorable investment climate to offset
persistent long-run decline in dollar’s purchasing power..
He also discisses the problem of nonrefundable and
noncallable provisions, declining importance of preferred -
stocks, alternative investments, and method of overcom-
ing some of the problems found in profit-sharing funds.'
There is no longer much of a mystery as to how
corporate pension funds are invested. The Securities and
Exchange - Commission’s surveys have been invaluable
to those who- are interested in' this newest segment of
our- financial institutions.” While I am sure that the
figures are familiar, it is appropriate  to-introduce this
discussion of investments in pension trusts with a review
of the latest available figures. According to the survey
as of the end of 1957, reserves in-corporate pension funds
totaled $19.3 billion at book values (they are probably

-approximately $22 billion now). The distribution, on

the basis of book values, was 10.5% in U. S. Govern-
ments, down from 31.6% at the end of 1951; 53.8% in
corporate bonds, up from 45.4% six years earlier; 3.2%
in preferreds, little changed from the 1951 figure of
4.0%; 5.9% in miscellaneous investments (presumably
principally mortgages and -real estate), up from 3.0%
in 1951; and 24.7% in common stocks, up from 11.8% in
1951. On the basis of 1957 year-end market values, the
distribution was 71.8% in fixed-income investments and
28.2% in common stocks, If the SEC figures went

Continued on page 36
*An address by Mr. Farnum before the 40th. Mid-Winter Trust

Conference sponsored by the American Bankers Association, New
York City, Feb. 9, 1959.
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The Security I Like Best

A continuous fornm in which, each week, a different group of experts
fa the investment and advisory field. from all sections of the country

participate and give their reasons

for favoring a particular security.

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

CHARLES M. PELTASON
Director of Research
Fusz-Schmelzle & Co., Inc.,

St.- Louis, Mo.

Members of New York Stock Exchange
and Midwest Stock Exchange
Associate Members of American
Stock Exchange

Dunham-Bush, Inc.

During the course of our in-
vestigation and analysis of dif-
forent companies, we occasionally
find a company that is not too
well known to the investing pub-
lic, but whose history, potential
and present position marks it as
a company whose securities merit
closer scrutiny. I believe that Dun-
ham-Bush, Inc., ecommon stock,
is a security that should receive
this attention. Dunham-Bush, as
now constituted,-is a result of a
merger in 1956 of C. A. Dunham
Company, manufacturer of heating
products and accessories and Bush
Manufacturing Co., manufacturer
of air conditioning and refrigera-
tion products. The acquisition by
Dunham-Bush of Brunner Manu-
facturing Company in March, 1957,
further complemented the busi-
ness and products of Dunham-
Bush. Brunner, one of the leading
manufacturers of small air com-
pressors and compressors for re-
frigeration and air conditioning,
was a natural acquisition for
Dunham-Bush. Brunner has de-
veloped a broad line oi compres-
sors for the refrigeration and air
conditioning industries, ranging
from ¥ to 100 tons capacity. The
period of integration,  digestion,
co-ordination and other changes
that are tantamount in a merger
appears to have been: taken - in
stride. Today, Dunham-Bush, Inc.,
currently doing over $32,000,000
in sales annually is reaping the
benefits of its new look and posi-
tion in the industry.

The company is well known in
the trade as 2 quality manufac-
turer of various types of heating,
cooling, and refrigeration systems.

Some of the products manufac-

tured by the company are steam
and hot water heating equipment,
low pressure steam heating ap-
pliances of various types, a com-
plete line of extended surface ra-
diation steam and hot water unit
heaters, combination heating, ven-
tilating and cooling cabinet units,
condensation, vacuum and circula-

tory pumps, and a complete line of"

steam heating specialties, as well

as hot water heating specialties.’

The foregoing lines of equipment

are sold individually or as com-

plete heating systems. The Dun-
ham Vari-Flow hot water heating
systems allow fully automatic con-
trol, balancing heating output
with heal demand, eliminating
thermostat. - This new system
widens the application of the com-
pany’s products to include stand-
ard residences.

The company’s “Bush” line in-
pludes air conditioning units, cool-
ing towers, evaporative conden-
sers, coils and comfort coolers for
commercial, industrial and institu-
tional applications, high and low
temperature unit coolers, product'
coolers, plasticoolers and finned
coils for cold storage rooms and
large and small commercial re-
frigeration installations. New lines
acquired in the Brunner acquisi-
tion include compressors and con-
depsing units for commercial re-
frigeration and air conditioning.

Earnings and Sales
Earnings for the fiscal year
ending Sept. 30, 1958 amounted to'
$407,000 (34 cents per common
share) as compared to $909,699
(84 cents per common share) last

year. Earnings just released for
the period Oct. 1 to Dec, 31, 1958,
the first quarter of the company’s
1959 fiscal year, showed a .loss
for the quarter of $60,000-amount-

ing to 5 cents per common share

as compared to earnings of $249,-
000, 21 cents per common share,
for the same quarter a year
earlier. This was due entirely to
reduced sales and profit margins
because of loss of production dur--
ing recent plant moves. Produc-
tion has now improved at the con-
solidated planis and the benefits
earningswise and saleswise from
the operating efficiencies obtained
through these moves should mani-
fest themselves from here on in.
The company’s financial position
as of Dec. 31, 1958 was good with
current assets of $14.3 million and
current liabilities of ‘$6.3 million:
There are 1,158,286 shares of com-~
mon outstanding, 2,408 shares "of
5% ($100) preferred and $6,641,-
000 of long-term debt. -

Plant consolidation costs, in-.', :

cluding direct moving costs' and
loss of production during moving:
operations, together with the gen-
eral . business recession experi-,
enced last year adversely affected -
profit margins. In. line -with the
lower earnings, the dividend was
reduced from 60¢ per share to
40¢ per share, The plant consoli-
dations previously referred to
were major in scope and as a
result of these moves all of the
company’s compressor manufac-
turing will be centralized in West
Hartford, Conn., Michigan City,
Ind., will be the main plant/for the
manufacture of heat transfer
products for heating, refrigeration

~and- ‘air conditioning. The com=

pany will dispose of its plants at
Utica and Gainesville. In addi-
tion, the London, England, plant
moved to Portsmouth recently
giving this facility additional
space and more efficient plant:
layout. As a result of these
changes, the company and its
wholly-owned subsidiaries ~will
operate five plants in the United
States, two in Canada and one in
England. The combined facilities
will aggregate 767,000 .sq. ft. of
manufacturing, warehouse ' and
operating space. The cost of the
plant rearrangements was over
$400,000 and was charged against
profits for the year just ended.
The savings budgeted as a result
of the recent consolidations ex-
ceed $400,000 a year and the com-~
pany is presently budgeting an-
nual profits at approximately 70¢
per share as compared to 34¢ last
year. I feel that this estimate is
realistic and will indeed ‘attest to
the benefits derived from the pre- '
viously mentioned consolidations.
It must be recognized that if these
earnings are achieved it will be
in spite of a loss of 5¢ for the
first quarter just reported. It is
difficult to project earnings much
further in the future, but a‘solid
base on which to generate excel-
lent earnings in the future has
now been established and it is
reasonable to expect that earnings
will improve materially as time
goes on.

This fine company with' its
enviable reputation, redesigned
lines, and excellent competitive
position appears to be embarking
on the greatest period of growth
in earnings and sales in the com-
pany’s. 50 odd years history. I
think the stock at its recent
price of about.91> represents an
outstanding value and placed in
risk portfolios could work out
favorably. The stock is actively
traded in the Over-the-Counter
Market and one of the directors
of Dunham-Bush, Inc. is .a prin-
cipal in our firm. '

This Week's'
Forum Participants and
Their Selections

Dunham-Bush, Inc. — Charles M.
Peltason, Director of Research,
Fusz-Schmelzle & Co., St. Louis,
Mo. (Page 2)

Torrington Company—Everett W.
Snyder, Partner, E. W, Snyder
& Co., Syracuse, N: Y, (Page 2)

EVERETT W. SNYDER
Partner, E. W. Snyder & Co.,
Syracuse, N. Y. )
Member: National Security
Traders ‘Assn.
Torrington Company

At the outset, it may as well be
said that what follows will be far
removed from today’s more dra-

matic. topics of conversation. No-
; ‘mention will:

"be made of the
wonders of

modern“ auto-"

ing, will i:bg
such-words as

addevators.’

datracs, trans-
sistors,  me-
chanical braing

‘and petro-’
chemicals. Ra-.

. ther, it will be

about simpler '

i

i things — nee-
Everett W. Snyder

dles, " for ex-

. ample — anti-~
friction bearings, precision-made

metal specialties, bicycles and
parts for their assembly, and swag-
ing machines. These comprise the
products of the Torrington Com-
pary and obviously, their stock
is .my current selection as a fa-
vorite. .

For the historically minded, the
company provides mninety -‘three
years of growth and expansion,
It ‘was in 1866 that the Excelsior
Needle Company was established.
The date coincides with the early
days of the then infant sewing
machine industry. Thirty-three
years later the founders acquired
a parent named “Torrington”’; who
since then has carried on with un-
abated progress. Today the com-

pany maintains a position of world_

status in the manufacture and dis-
tribution of products of fundamen-
tal importance in industry, busi-
ness and everyday living.

The Excelsior plant—in Torring-
ton, Connecticut—now houses the
executive offices of the company.
Here also are manufactured nee-
dles for knitting, sewing, and for
shoeand feltingmachines. Added to
the company in 1933 was the West-
field plant of the Columbia bi-
cycle. :Established in* 1877,  Co-
lumbia—known as the maker of
America’s first bicycle — has for
over three generations provided
enjoyment for millions of young-
sters and adults through this
healthy mode of {ransportation.

Year after year new plants have
been acquired to the extent that
the Torrington name appears over
factories in twelve locations in
this country, .Canada, England,
Germany, and Italy. Four of these
plants are in Torrington, Connect-
icut, and two in Westfield, Mass.
Others are in operation at-South
Bend, Indiana — Orange, Mass. —
Bedford, Quebec—Coventry, Eng-
land—Aachen, G erman y—and
Genoa, .Italy. Marketing their
varied products -are sales offices
in thirty cities here and abroad.
with warehouses strategically lo-
cated with regard to consumption
areas. .

The question might properly
arise as to how an organization of
such magnitude could be built
around the Torrington line of
products. The answer becomes
readily evident through a study of
these products.. :

Take NEEDLES, for instance!

Continued on page 46
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Current Trends, Problems and
Prospects inthe American Economy

By SUMNER M. SLICHTER *
Lamoat University Profesmr, Harvard University

Dr. Slichter recommends national policy of achieving our full
growth potentnl to price stabilization... Concerned about the

U.S.S.Rs growing economic

challenge, the widely 'known "

economist blames our slow growth rate to tight credit policies
since 1956 and to failure of business to stimulate strong de- - .
mand, and believes. creepmg price inflation is part of the price ' - -
,we must pay to maximize growth. He calls attention to greater : *

increase: in worlnng hours and

lower output gains in real dol-

i lars per manhour in this recovery compared to two: precedmg ok
- ones; believes, however, productivity may exceed 5% in'1959;

"",'expects ‘Treasury’s needs to force somewhat’ easier. monztlry REE,

policy.and a higher interest rate ceiling on- Federal securities; -

: and contends: Mr.: Elscnlwwet s balanced budget is mlsleadmg. 3 :

I
- Summary -
Pmductlon continues to expand,

. and. construction ‘is at an all-time -
~high.. In January important parts -
- of the -econemy began producing

faster thar the
rate 'of con- .
sumption,” : -~
‘The-emiploy.
ment - drop”in’.’
January.was

~less than ‘sea- -

sonal*Th €.
principal “rea- -

.son for the.:
limited re-

sponse of em- -
ployment to -,
recovery has
been ‘ the in-
crease ‘in the
weekly hours
of work which,

umaer H. Slichter

¢ in turn, is due to the caution of
! employers who preferred to in-

i crease hours rather than to en-

i large their forces.

Retail sales in ‘January  were

slightly below December after ad-.

t justment for seasonal, and -were
¢ the . second - highest . on. record.
.. Sales of durables were the largest
. on record,

New  orders of : manufacturers

i have been increasing, and in De-
: cember were the ‘largest since-
7 May,. 1957. -Unfilled ‘ orders - are .

also growing and

inventories,
which _are- low relative to sales,

have begun to rise.

Prices show no significant

i changes, wages continue to creep
. upward, and the moderately tight
| credit policy of the Federal Re-
i serve is beginning to cause trouble
[ for the Treasury.

The alleged balance in the 1960

|. budget is a phony balance and

is achieved, in the main, by add-
ing important proposed new -ex-

.+ penditures to the. 1959- budget .in-
) stead of to the 1960 budget.

‘The new ‘e¢onomic competition

: from Russia - promises to benefit

the United States by compelling
the country to re-evaluate its eco-
nomic policies and to pay more

- ‘attention to economic growth and

*The f}wllwing comments on economic
conditions in the United States have been

* prepared “for ‘publication in Japanese by

the “Nihon Keizai Shimbun” of Tokyo.
If some of the material appears to be
quite familiar. to American readers, al-
lowance should' be -made for the fact
that Japanese readers may find some of
the figures less ‘commonplace.~S.H.S.

less attention to a: stable prlce .

level.
I
Production kT

- Steel production in ‘the week
beginning Feb. 2 reached 2,288,000
-tons, the highest. since Thid- Aprll
:1957, i i at
2,363 OUU_mns wast scheduled | fo

tion’
a po>=1ble steel’ strxke *As a result
-bth production of steel and back—
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legs of unﬁlled mdels aregmwmg j

rapidly. -
‘Automobile  passenger’ car pro=-

in December, and 497,166 in Janu-

ary 1358. The gaining: favor of-

smaller "cars, especially.. in the
cities, is shown by the fact that
production of Ramblers was more
than double the output of January
1958, In Febxualy preduction of
most cars is bemg scheduled at -

shdhtly less per opelatmg day

than in January.

Construction -is going on' at a
high rate, especially nublic’ coh=
struction and residential building.
Construction put in place in -Jan-,
uary, after correction for scasonal
factors, was the largest for any
month on.record and was 12.1%
above January of last.year.

Ior
Employment - P
The drop of 1,267,000 in: civilian
employment ~ between December
and January was less than the

usual seasonal drop. It was much
less than the drop of - 2,148,000

between December-and January a -

| Limitation on'the Federal Debt

"The Board, of Directors in the Smaller Corporatwns

——Wayne G. Broehl, Jr

-:duction “in January .was 545547 - -
icars in'_comparison: with 593,770.
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year ago. The increase-in unem--:" ‘jra

ployment of 616,000 to.4,724,000
was considerably..less. than  the
increase of 1,120,000 between De-~
,cembex‘, and January a year. ago.

' The ‘seasonally’ adjusted - figures .
and -

of - non-agricultural - wage
salary employment showed a fair-
ly substantial gain and were the
highest since January 1958. The

seasonally adjusted unemployment *

rate was 6.0% in comparison with
6.1% in December, When the Feb-
ruary employment report becomes
available, it will probably show

0bservatlons~A Wilfred May.

Our Reporter on Governments

unemployment somewhat Jess than !

Continued on page 26 °
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cally cited for “well-conducted”

- meetings,

Observations
By A. WILFRED MAY -
THE VIGILANTES REPORT AGAIN

On the cover page of a recent
Sunday New York “Times” book
section the editors deemed it
appropriate to illustrate a review
of Arthur
Larson’s new
work. on con-
temporary
American life
with a full
length photo~
graph of-a
company
meeting —
with this cap=
tion: “Time-
out for lunch
at a stock-
holders’ meet=
ing: It is
dangerous to
analyze
American society in terms of class
distinctions or rigid economic in-

. tercsts.”

The thus-evidenced advance of
the company meeting on - the
American scene has without ques-
tion been - furthered- through: the

..20-yean : long -activities " of “the
“Corporate Crusader,” or “Share-
holder -Vigilante,” Lewis D. Gil-
bert. The -public’s impression of
his activities. has been geared to
the colorful press accounts of the
dramatie * fracases. which' he so
tirelessly - instigates. during.  the
Springtime meeting season. Thus,
the just-issued “Nineteenth An-
nual Report of Stockholder Ac-
tivities at Corporation Meetings,”
a 284-page volume replete with
photographs (and an index),
breezily written with brother
John, is interesting in spelling cut
the serious purposes of the as-
sumed “crusade.” This handbook
of “corporate democracy” by the
Gilberts cites- the extension of
their activities to the legislative
areas, including the giving of
testimony before Congressional
and state bodies. They claim
credit for the killing in the House
of Representatives of the Finan-
cial Institutions Act, initiated and
supported by important banking
interests and American Bankers
Association, which our stock-
holder champions opposed be-~
cause it would have removed the
mandatory cumulative voting pro-
vision for national banks.

Also evidencing their broaden-
ing and maturing, are citations of
Lewis’ ever-growing lecture en-
gagements .and . articles in aca-
demic journals.

A Wilfred May

Basic Objectives

Attending over 125 gatherings of
companies in which they hold
stock in the amount of 10 to 200
shares, and at which they vote
proxies for. their correspondents,
they gear their “meeting agita-
tion” to the following objectives:

(1) To ask questions of manage-

ment (perhaps the ‘more em-

- barrassing the more effective) -

and, to encourage their fel-
low-shareholders (invariably,
and correctly, referred to as

“ewners”) to.do- the same ——-

at least when no filibustering
is emanatmg from them-
_selves. -7, ¢
To hold the meotmg'; at ‘con-
venient locations.
To urge better reports, and
particularly, more post-meet-
ing reports detailing the dis-
cussion at the meeting.
To- eliminate the frequent
practice of non-stock owner-
ship by directors.
(5) To. protect existing share-
holders’ pre-emptive rights.
(6) To scrutinize -executive com-
pensation, and in latter years,
options and pensions — rela-
tively easily dramatizeable
features.
Furtherance of cumulative
voting to make possible the
inclusion of “independent”
directors,
Uninhibited introduction from
the floor of minority resolu-
tions, “for the record” despite
sure defeat by managemcnt
proxies.

“Victories” of 1958

During the past year, the “Re-
port” boasts,  “landmark share-
holder victories” were obtained,
through their efforts cmanatmg
from their Park Avenue apart-
ments, in the fields of cumulative
voting, elimination of the stagger
system of choosing boards of di-
rectors, executive incentive com-
pcnsation, pensions, along to
trustee voting of trust fund
stock. Undoubtedly a major ac-
complishment of the Gilberts, al-
though not so acknowledged, has
been increasing concentratlon of
management on the manners of
conducting the meeting—this, to
our way of thinking and not fully
realized by the Gilbert brothers—
deflecting attention from more
meaty matters, Fifty-five com-
panies with the names of the re-
spective chairmen, are specifi-

3)
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Our protagonists wage constant
warfare on the sta; ser system of
electing boards via yearly “in-
stallments,” on the ground that it
nullifies any shareholder benefits
from cumulative voting. Last year
the State of West Virginia out-
lawed the stagger system (in the
Wolfson v. Avery case) while Ari-
zona ruled in its favor,

Prodding the Funds

The current “Report” interest-
ingly gives extra and important
attention to the role of the fidu-
ciaries, that is, the mutual funds
and = insurance - companies—with
stress on their duty to vote their
large corporate holdings .inde-
pendently at all annual meetmgs
The Gilbert’'s “beef” is that ‘the
f1duc1arxes customarily “stooge”
in. indiscriminately - voting . for
management’s and. against , inde=
pendent proposals; They point out
that -in - the case of controversy’

-funds often offer-the consultation-

with-manageément technique‘as a”
substitute ‘for  voting; which, we
agree, is helpful but not an ‘ade-
quate fulfillment of their obliga-
tion to their own stockholders.

Geographic Expansion
The expansion of Gilbert cover-
age is to be further noted in this
latest report, in encompassing ac~'
tivities' from Canada to. 'Hawaii.

The correction :of -certain alleged

abuses regarding securities listed ’
on the Honolulu Stock Exchange
is noted, through.the agitation of
the Chicago financier, Charles E.
King, Likewise space is devoted
to Canadian routine; with a spe-
cial kudo given to Abitibi Power
& Paper Company for its pre-
and post-meeting reports.

These are some of the evidences
of the great expansion of the
scope and impcrtance of our meet-
ing-marathoners from their erst-
while beginnings when they were
dependent on an angry retort,
and even a literal left hook, from

,an irate corporate presiding of-

ficer, to fetch a stray item of
newspaper publicity, While the
stockholder is still inclined to
adjust his attitude toward a con-
troversial issue in accordance
with the financial fortunes of the
company, and while some of the
Gilberts’ techniques no doubt
merit criticism, they and their
“Report” render constructive
service in increasingly awaken-
ing the lay shareholder of his
true status in his company.

How Stock Market
Works to Be on TV

The Bernard M. Baruch School
of Business and Public Adminis-
tration of the College of the City
of New York announces a one
hour educational TV spectacular
on “How the Stock Market Works”
to be given Monday, March 2
from 3 to 4 p.m. on Channel 11
with Dr. Jerome B. Cohen,
Professor of Economics at the

Baruch School, and Dr. Allen O.

Felix, Director of Education of
the New York Stock Exchange,

.and Luttrell Maclin, Paine, Web-

ber, Jackson & Curtis.

Hayden, Stone & Co.
To Admit Pariners

On March 1st Abijah U. Fox'

and John V. Mulligan will be-
come general partners and I. P.
Fox a limited partner in Hayden,
Stone & Co., 25 Broad Street, New
York City, members of the New
York Stock Exchange.

. Two. With Witherspoon|

* (Special to THE FINANCIAL CHRONICLE) :‘

LOS ANGELES, Calif —Thomas .

_J. Edwards and Weldon O. Harri-

son are now affiliated with With-
erspoon & Company, Inec., 215
West Seventh Street. Mr, Edwards

.was formerly. w1th McCormmk

& Co..
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Steel Production
Electric Output
Carloadings
Retail Trade
Commodity Price Ingdex

Price Index
Auto Production
Business Failures

The

State of Trade
and Industry

In its latest monthly summary of business conditions; the
National Association of Credit Management states that “busmess
will be good in 1959, corporate profits better than in- 1958,
competition keener, interest rates tighter. Labor uniong will be
more demanding, resulting in a general rise in wages, forcmg
prices upward, -with -another round of inflation of the creeping
wvariety, held in moderate check only through the credit: restraint
exercised by the Federal Reserve authomt:es All thls may easxly
keop .unemployment at high level.,”

Continuing, the survey notes: “The momentum of Dur very
satlcfactory and- sharp recovery - from last year’s recession- has
lost some. of its extra force. Military, defense-and foreign’aid ex-
penditures have likely attained thcu- peak, Mortgage -and: down-
payment restrictions are tightening. -The stock market prices
‘will . cantinué to: rise, but will be more selective and much less

. exuberant. These factors. will slow down the mfiatlon forces “but

will‘not stop ‘them.

“We must realize that ‘throughout the world our -economic
way of life is beginning to be doubted,’” said Maurice St.ms, Dlrec-
tor of the Budget.

“If we are to have the type of government policy that wﬂl

. .protect and strengthen our nation, it must be demanded and: sup-

ported by the American people.. We must stop our-insistént po-
litical demand for special privileges and social benefits rict pald
for by direct tax collections.

- 4*Our- leaders in politics, as”wéll” as"in business, Tabor and
agriculture; must have--the ' wisdom, courage and patriotism ‘to
acknowledge and ‘make ‘known to the people of the mdtion, the
factual - truth of the dangers of our economic situation'and-the
ways ‘and means that must be accepted to .bring about the bBalanc-
ing-of our national budget.. They must evolve an equitable and
realistic taxation system, which will provide adequate :revenue
for: efficient government operation and national security, and at
the same time not prevent or restrict capital formation, invest-
ment, individual ‘initiative. Such a new taxation formula must
at the same time prevent any organized group from gaining
monopolistic control or power which rmght force wage costs or
prices above reasonable or economic levels.”

Nationwide Bank Clearings Up 5. 30

Bank clearings in the week ended Feb. 14 show an increase
compared to the corresponding week a year ago. Preliminary
figures compiled by the “Chronicle,” bhased upon: telegraphic ad-
vices from the chief cities.of the country, indicate that clearings
from all cities of the United States from which it is possible to
obtain weekly clearings will be 5.3% above those for the same
week last year. Our preliminary totals stand at $19,886,070,824
against $18,391,224,712 for the same week in 1958.

Clearings for New York City in the Feb. 14 week were $10,-
103,476,118, or 4.2% above the $9,692,745,354 in the comparable
week of 1958 for Chicago, $1,032, 478 866 against $1,042,949,486,
a 1% drop; for Philadelphia, $885, 000 000 vs. $900,000,600, a de-
cline of 1.7%.

Federal Grants for Sewage Works Ending

Since the Federal grants program was authorized to stimulate
needed sewage tircatment construction, sewage works projects
across the nation have nearly doubled, reports ‘“Engineering
News-Record,” the McGraw-Hill publxcatwn Now, the Admin-
istration wants to end the grants program.

President Eisenhower has asked Congress to reduce appro-
priations for the grants program from $50 million to $20 million
for fiscal 1960 and to discontinue all such aid in 1961.

Under the President’s proposal, the states would assume full
responsibility for construction of sewage . treatment plants in
fiscal 1961. The states, howeyer, want the appropnanon. ﬁgure
raised by $100 million a year.

In the five-year period preceding 1956 when the law went
into effect, sewage works construction averaged $222- million
annually. In 1957, as the program began to take hold, construc-
tion awards Jumped to $351 million. In 1958 awards reached an
estimated $400 million—the highest figure ever,

If Congress goes along with the President’s recommenda-
tions, the effect of the reduced appropriations will not be imme-
diately ‘apparent, the magazine says. ‘The lag between the ap-
propriations and contract awards will put off the decL.ne until
1961,

. Some. officials feel that with the end of the Federst grants,
the rate of sewage construction will fall lower than it would be if

Continued on page 33
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Diversification in

-~ S ; . : ) ’ ~ .
The Aircraft Industry
By DR. MURRAY L. WEIDENBAUM
Produet Economist, Boeing Airplane Company

Mr. Weidenbaum, expressing his personal philosophy on diver-

.. sification, asserts subject is particularly important now. when
* 'military procurement programs are increasingly-geared toward
-missiles. Reviews pitfalls as well as potential gains from diver-
“sification into non-aircraft fields, and offers guideposts for
reveiwing new products. “Specifically warns against competing
with established or declining products; and cautions avoidance

of items requiring. large additions to existing facilities.

Ever since it attained the pro-
duction peaks of World War II,
the: airframe -manufacturing in-
dustry has-
been con-
cerned with
-the problem
of ! diversify-
ing into new
markets and
new types of
production in
order to
maintain and
‘expand  the
overall scope
of -its : opera-
tions, -

" This subject ¥

is of particu- M. L. Weidenbaum
lar revelance g e e
at the present time when the
current and prospective military
procurement programs are in-
creasingly geared toward missiles
and away from manned aircraft.

Survey of Postwar Developments

The efforts of the aircraft
manufacturing companies in pene-
trating the civilian markets after
World War II took a tremendous
number of forms and develop-
ments and met with varying
degrees of success and
permanency.

Some of these efforts were
frankly designed to take im-
mediate advantage of a temporary
demand for consumer items which
had been missing from the econ-
omy during World War II. Other
efforts were designed to utilize
the substantial cash reserves ac-
cumulated during the war and to
help tide the companies over dur-
ing the reconversion period.

Many aircraft companies
attempted 1o wuse their “know
how” and to concentrate on lines
where their capabilities would be
particularly needed, such as pro-
ducing aluminum canoes and
sport boats, items which required
their skills in fabricating alumi-
num products.” Some of the “re-
lated” products were a bit far
afield from their customary
product lines, including artificial
hands and other prosthetic devices
and stainless steel caskets.

A number of aircraft companies
became subcontractors for estab-
lished firms in civilian markets,
building heater cases, parts for
musical instruments, automobile
parts, plumbing, and cabinets for
radios, .

In some instances, aircraft firms
joined with other companies to
form new subsidiaries. More
usually, aircraft companies—using
their war-accumulated earnings
and relying on tax provisions per-
mitting the carryback of losses to

offset against previously paid
taxes —acquired going  concerns
in other industries.

Typical acquisitions included a

¢ producer of motion picture equip-

ment, a manufacturer of precision
parts in the automobile field, a

. designer of prefabricated houses,

and a maker of motor buses, trol-
ley coaches, and marine and in-
dustrial engines,

A number of channels of dis-
tribution were used by the air-
craft companies in marketing the
products on which  they "were
prime producers. Subcontracting
work obviously did not present
such problems. Some produced

wholesalers and : jobbers,: Some¢
adopted ' the 'attitude, '“we 'make
’em —you sell ’em.” The early
postwar period was an era of
shortages and hardly typical of
the current situation or the ex-
perience to be expected in the
future.

Although there has been a very
significant “shaking down” of
these civilian consumer-type ac-
tivities since the initial postwar
expansion, aircraft companies are
still attempting to enter or expand
commercial nonaviation markets.

Diversification efforts of air-
craft companies during the last
three years have included such
diverse operations as (1) the for-
mation of a wholly-owned sub-
sidiary to specialize in the field
of automatic controls; (2) the
establishment of a division to
manufacture hydraulic systems
for farm machinery; (3) the ac-
quisition of a firm making earth-
moving equipment; (4) the con-
struction of wall panels for
commercial buildings, and (5) the
marketing of a multi-purpose
heavy-duty land vehicle.

It is difficult to ascertain the
success of these various efforts.
Some of these products and divi-
sions are still very much alive.
News of many nonaviation activi-
ties of aircraft manufacturing
firms has not appeared in recent
years. To some extent, this may
reflect their complete integration
into the parent firm and the re-
luctance of companies to release
data concerning their individual
operating units. Undoubtedly,
many of these activities were
abandoned as unsuccessful or
marginal, aside from the ones
which were obviously temporary,

Analysis of Civilian Experience

On the basis of the experience
during the period since the end
of World War II, it would appear
that the attempts by aircraft man-
ufacturers to diversify went
through four different phases: (1)

o

Cooper Tire & Rubber

An Attractively Priced Growth Stock
Study Upon Request

" ‘the immediate postwar burst of

enthusiasm; (2) a settling down
period; (3) a downgrading during
the -Korean military expansion,
and (4) a renewed interest result-
ing from the cold war cutbacks
in military procurement.

The immediate postwar burst
of enthusiasm. Faced with very
substantial 'cancellations. of mili-
tary orders at the end of World
War II, most. of the firms em-
barked on' nonaircraft activities.
Their specific ventures,” though
numerous, could be grouped into

the following general categories: )

(a) The temporary utilization
of idle capacity and man-
power, to maintain a go~
ing organization and to
tide it over until peace-

“time . aircraft production
‘would get underway.

The manufacture of items
which it was hoped would
win a permanent market,
thus diversifying the com-
pany’s operations * and
lessening its dependence
on military orders.

The purchase of or in-
vestment in firms which
would either broaden its
base of operations or
merely earn a good profit.

Under. (a) and (b), the produc-
tion and marketing arrangements

(b)

(¢)

ifor . exclusive  distribution byiivaried.- In some cases, the aircraft

conipanies produced end products
and in other cases they served
as subcontractors or suppliers for
companies already firmly en-
trenched in the civilian field.
Also, a number of marketing al-
ternatives were available and used
—direct sales, licensed distribu-
tors, or general jobbing and
wholesaling channels,

A settling down period. Grad-
ually the shock of postwar ad-
justment wore off. Military orders
continued, although at a rate
sharply reduced from wartime
levels. Civilian® aircraft were be-
ing produced. The numbers ‘in-
volved were far smaller than en-
visioned in. the early postwar
forecasts.

Also, the firms which tradi-
tionally dominated civilian mar-
kets, and had temporarily. con-
verted to military production
during the war, had once again
asserted their supremacy in many
civilian areas. Traditional sup-
pliers soon caught up with con-
sumer demand. The aireraft man-
ufacturing companies terminated
their leases on a number of gov-
ernment-owned plants and aban-
doned a number of temporary
post-war ventures.

A downgrading during the Ko-
rean military expansion, With the
tremendous expansion of military
orders for aircraft beginning the

latter half of 1950, the attention
of the aircraft industry was in-
creasingly focused on military
production. Nonaircraft activities
were soft-pedaled during the Ko-
rean mobilization period. . This
was not hard to understand. Pri--
orities were readily available for
military - orders but. were . more
difficult - to obtain for ecivilian
production. . More basie, however,
was ' the overriding desire of the
aircraft - companies .to build . air-
craft rather than canoes or wheel-
barrows. ; |

A renewed interest resulting
from the  cold war cutbacks in

military precurement. - Following -

the :termination of ‘the Korean
conflict, there were a number of
cutbacks in military procurement,

the latest coming in ' 1957. ' For -

reasons of necessity or of desir-
ability, aircraft firms began once
again giving increased attention

to .nonmilitary and, to some ex-

tent, nonaircraft activities.
However, the commercial (i.e.,

nongovernment sales) activities’

of most of the aircraft manufac-
turing companies have remained
at relatively low levels. The ma-
jority of the large firms had com-
mercial sales of 1% or less during
1952-1955, the most recent years
for which industry-wide data are
available. The three major pro-
ducers. of commercial transports
during that period had commer-
cial sales of between 8 and 14%
of their total volume.

Available information does not
permit making a split of com-
mercial sales between aircraft
and nonaircraft products. As the
firms with significant commercial

which were leaders in commercial
aircraft production, it can be seen
that the commercial nonaircraft
sales of aircraft manufacturing
firms have been extremely limited
in recent years.

Analysis of Factors Involved

On the basis of experience to
date, it appears that the entrance
by an aircraft manufacturing firm
into nonaviation areas is not a
simple matter. Many problems are
involved which do not exist for
military production and sales or
which may require different so-
lutions.

Each of the following factors
can be crucial in influencing the
success of a commercial venture
of an airframe manufacturer: the
state of the economy, the market
for the product, the productive
capabilily required, the type of
distribution needed, the financial
requirements, and changes in or-
ganizational structure.

The state of the economy. In
the period immediately following
the end of World War II, there

‘869) 5

was ' a tremendous  ‘unsatisfied
business ‘and consumer - demand
for the goods which had been in
short supply or unavailable dur-
ing the war years.. Almost any
standard item which an aircraft
company could manufacture
quickly could have been marketed
during the years 1945-1946,

The competitive situation is
quite different today. A period of
hard competition -has resulted in
margers, discontinuance of various
civil product  lines, and :other
forms of retrenchment -in ‘order
to survive in the commercial mar-
ket, Moreover, the outlook is for
increased: competition . and, hence,
increased selectivity in the choice
of products to be introduced and
markets to be penetrated

‘The market for the” product.

-Performing - market : re§earch for

commercial items - is guite dif-

.ferent .in many  respects from

gauging the market for military

“aircraft™” It is not a matter of
-~estimating the strength of poten-

tial ‘aggressors or the reguire-
ments of our own. military force
objectives. Rather,. it is. a matter
of forecasting the level of a fairly
specific business and/or consumer
demand, depending. on. the nature
of the product. ey

In the case of .an established
civilian product, the demand level
may be fairly predictable.  The
consumption. of . paper,: forl exam-
ple, follows;very closely: flyetua-
tions: in the Nation’s individual
incomes. The . manufacturer of
such products as tobacco, cotton,
and textile bags has followed
-straight line trends for the . past
15 years. In contrast, sales. of new

Pl o) ¢ !
sales were the same companies _products have usually been more

erratic. The. production of tele~

‘vision sets. and antibiotics rose

spectacularly during the years
immediately following the end of
_World War II. However, the pro-
duction trends leveled off as the
markets became relatively “satu-
rated” and sales have been rather
sluggish in more recent years.
Particularly when surveying the
-potential market for a new prod-
.uct, cosideration must be given to
.existing products with which the
new . item must compete current
.and foreseeable shifts in the
structure of business and con-
sumer- demands, and plans of
potentially competitive -firms.
For example, in 1956 a number
of types of structural steel were
in short supply. However, it would
have been extremely risky, on the
basis .of the current strong de-
mand levels alone, for a nonsteel
manufacturing company to have
begun the construction of a steel
mill in order to take advantage

Continued on page 32
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Successful Trust Operation
And Protecting Dollar’'s Value

By LEE P.

MILLER*

President, American Bankers Association, and
President, Citizens Fidelity Bank and Trust Company
i Louisville, Ky.

In his paper on why we should be concerned about what hap-
pens to our dollar and the essentiality of a trust department
to a bank, Mr. Miller calls attention to the symbolism of trust
business to our economic system and to the “harder battles of
economic warfare” with the U.S. S.R. that lie ahead. The
ABA head strongly defends the trust department’s contribution
_to, and distinguishes its functions from, banking; explains
what should be done for successful trust operation, and voices
optimism about trust’s bright future and opportunities.

A trust ‘department can and
-should be profitable; Trust profits
are important to the bank’s stock~
holders, direetors, employees, and
customers, To
- the stockhold~
-ers, profits -
‘mean a fair
‘return upon
‘their invest«
ment. To the
-directors,
profits are
proof of their
ability to pro-
‘vide success~
‘ful manage-
‘'ment To
employees,
-profits are a
gauge of their
contribution
‘in rendering trust services and
greatly affect their morale, pride
in the institution, advancement in
opportunity, and compensation.
To trust customers, profits have

a meaning in terms of quality of
service.

Bank management may be ]llS-
tified in subsidizing a trust de-
partment initially, but the trust
‘department must be expected to
stand on its own in a reasonable
time, Continued subsidization
will inevitably: weaken the de~
partment and cause it to be sub-
-ordinate to the banking depart-
ment. This, in turn, makes for
inequality - of recognition, 'ad-
vancement, and compensation be-
‘tween bank and trust personnel.
The incentive and morale of trust
‘personnel are destroyed; and in-
ferior trust services, dissatisfied
trust customers, and further de-
crease in profits may be the re-
sults. '

The profitability of the trust
'department is largely determined

*An address by Mr. Miller before
the 40th Mid-Winter Trust Conference
sponsored by the A. B. A. Trust Divx-
sinn, New York Clty, Feb. 10, 1959,
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ot DO YOU HAVE .
ACCOUNTS REQUIRING
SPECIAL FINANCING?

Talk to Talcott. If you have loan cus-
tomers whose requirements are tem-
porarily beyond your loaning policy,
James Talcott, Inc. can help you keep
their good will and loyalty. If you're
faced with the decision of limiting
loans, Talcott will cooperate with you
in working out a financing program in
which you may wish to participate, Re-
member: if you, as a banker, feel that
your client requires special financing
beyond the services of a bank, ‘Talcott
can supply this additional working cap-
ital until such time as the needs of
your customer are again acceptable

I:e P. Miller
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by five major factors: (1) the
need for trust services ‘in the
community; (2) the attitude of

management toward the depart-
ment; (3) the quality of the serv-
ice rendered; (4) the cost of ren-
dering the service; and (5) the

‘charges for rendering the service.

A need for trust services exists
in every commumty and will con-
‘tinue to increase as our country

. grows in population, economic de-

velopment, and wealth. The ex-
tent to which individuals or trust

‘institutions will be called on to

meect this increasing need will de~
pend upen the quality of service
offered. It is squarely up to man-
agement, therefore, to see that the
trust department offers service
superior to that offered by indi-
viduals. Naturally I am preju-
diced.. I believe the average cor-
porate trustee is better qualified,
by reason of diverse knowledge
and experience of trained person-
nel, to provide a superior service.
However, the attitude of man-
agement is extremely important
in building a strong, efficient, and
profitable trust department. First,
management must recognize that
differences in the nature of bank-
ing and trust functions affect the
relative profitability of the two
departments; and second, manage-
ment must recognize the value of
the trust department as part of a
complete financial service for the
institution’s customers.

Trust vs. Banking Functions

There are three fundamental
differences between the banking
function and the trust function.
First, most bank profits result
from interest earned by -lending
the capital funds and deposits of
the .bank -to individuals, busi-~
nesses, -and -governments while
trust profits result from fees

earned by performing a personal -

service for these same customers
by managing their property.

A .trust department, with only
services to sell at a. price re-
stricted by law, can hardly be
expected to produce profits equal
to those produced by the banking
department in much more flexibld
lending and investing operatmns

- This  should, however, in no way

be taken to excuse the trust
department from operating profit-
ably.
Second, the acquisition, opening,
servicing, and closing of deposit,
and loan accounts are less time-
consuming and, therefore, less
costly than the’ complex actxons
and procedures required in the
acquisition, opening, servicing and
closing of trust accounts. All of
you -are familiar with the time,
that -is of necessity consumed in
conferences with the customer
life underwriters, accountants,
and attorneysun securing trust
business and in dealing with such
highly technical matters as in-
vestments, taxes, accounting, and
laws governing the administration
of trust accounts. The trust busi-
ness often requires great expendi-
tures of time that could have not
possibly been anticipated but that
nevertheless: consumes trust
profits. ¥

This leads to the third dxfference
—namely, that the liability or

’

by ‘the trust department.

The Commercial and Financial Chronicle . ,

business risk assumed by  the
banking department can be morg
readily appraised ‘than  can the
liability or business risk assumed

banking department can -set up
dollar reserves against its liability
or risk; but the trust department’s
only means of protecting " itself
against liability is to build "evi-
‘dence of its faithful performance
through a vast amount of time-

‘consuming and costly memoranda,

*dOc_leents ;
the ~. llke,

accountings,
and

‘records,
correspondence,

which must be mamtalned Jin-.
‘definitely in-its files.

‘Assuniing -that “managenfent

recognizes these different - ele-
ments  in  banking “and . trust
functions . as - reasons ~why :'the
trust department may nevér be as

profitable as the banking ‘depart-

ment, let us consider. the value

that the trust department can.

contribute in providing complete
financial service. to the' bank’s .
customers.. In my: opinion, -the

more important contributions that
the trust department makes to the
overall -operation of the -institu-
enumerated.

tion' ‘may. be
fallows: -

as

Trust Department’s Contribution
.(1) The trust department *is

often one of-the-banking depart-
.ment’s largest and most:valuable -
depositors, thus furnishing funds .
to the banking ‘department on: .

which it can earn interest and

.thus increase. its own earnings.:

(2) In providing property man-
agement,
attracts customers who find serv-
ices of the banking d(_partment
also useful.

(3) The trust department, as'a
component of complete 1111al1c1al
service, assists the banking depart-
ment in retaining its customers.

(4) If properly organized and
managed so as to render a high
quality of trust services, the trust
department may generate surveys
that are more stable over periods
of good and bad times than.are
bank earnings.

Granted, then, that management

can and should be fully aware of

‘the value of the trust department

to the banking department, I

believe that it is of-utmost im- :

portance for- the success of ‘the
trust department that management
recognize these points:

(1) That trust services" pxopelly

rendered are valuable and worth--

while services in themselves be-
cause they contribute
financial security of those for

whom they are rendered.and are’.

an essential function of oursys-
tem of private property. 5
(2) That the need for.’
services’ will increage as the 'fi-
nancial wealth and population Of
the country increase.
(3) That the corpmate trust

business, like any other business

enterprise, should be considered
as .one that can and should be
made profitable; subsidization -is

‘not to -be condoned; trust.com-

panies operating 1ndependently of

banking institutions have ‘proved

profitable and trust departments
operating
banking departments also can be
profitable, -

(4). That the banking and trust
departments must be considered
as. equal members of a team
working together to provide com-
plete financial services to the
public with neither subordinate to
the other,

(5) That the trust department
be required to make such charges
for its services that will meet fair
competition and, at the same time,
will be. adequate to cover the cost
of rendering a high quality of
service and to produce a reason-
able profit.

Successful Trust Operation
It is my firm belief that if
management expects the trust

department to operate success-.

fully, the following thmgs must
be done:

(1) The trust department should

The -

the trust department -

- tin”, for October,

‘showing ‘in” its balance; sheet.
to. the:

tlust,

in conjunction . with’

have an annual cost analysis to
determiné - whether ' its costs of
operation are too high or its
charges are too low.

(2) It should employ energetic
and capable personnel at all lev-
els and at salaries comparable to
those . paid by business. and .in-
dustry,

(3) - Trust’ personnel should be
provided with well defined au-
thority and duties; good training
and supervision; satisfactory

‘working conditions, adequate sup-

plies and efficient equipment; and
a smoothly functioning organiza-
tion -that will -efficiently, effec-

tively, and economically discharge

its duties and responsibilities.. *.
%-(4) --’Quality: . performance = of

' personnel should be expected and

rewarded with advancement and
increased. compensation.
(5) Legislative enactments pro-

.viding for adequate fees for fidu--

ciaries should be sought if.exist-
ing,statutory fees for fxducnarles
‘are inadequate: -

(6) The department should de-
“¢line’new trust. business for com-

pensation that” is inadequate - on

the 'hasis of current costs of ren-

‘dering. the trust service.

(7) 1t should ‘decline to contract

‘on, the  current basis of compensa-

tion. for- trust services to be ren-

.dered”in -the -future,” when such
‘compensation

is llkely later to
prove: inadequate:.

(8). ‘It should seek to renego-
tiate  the , compensation on trust
business currently bemg serviced
if the ‘compensation is inadequate
on the basis of current costs.
Hanging in the offices of the
trust department of the- Detroic

‘Bank and Trust Company-is an

excellent statement by the. late
Mr.. Ralph Stone of the basic

‘principles of trust service. It was

“The Trust Bulle-
1956, and reads

reprinted . in

as follows: -

“The success of a trust company
and its position in the community
is ‘built upon the confidence: of
the: public_in it. That confidence
can.be won: only. by the strictest
ohseryance -of .the rules of right
conduct, by absoluté adherence to
the highest ideals in the conduct,
of’ the trust relation with its ch-
ents,’ by the. directors,:
and employees .These . must .be
men aid . women’ ‘of mature . ex-
perience; | of . first-class ability,

and, above all unquestxoned m-‘
tegrlty The. company s best asse:

is . not. ‘measured by the tigures
A
leputatlon for honesty, fair-deal-

ing,: skill \in’managing: the’ prop-.
‘its' chargc “and:
~faithfulness - ‘to’. the ‘interests: .en--

erty placed ' in’

{rusted-to it, is its: most -valuable
possession - To first- establish and

-then- maintain such- a- repatation-
_should be stheaim .and’ wnstant‘
efforts of a trust: company

(}ptlmlqtlc Ahout ’Irust‘ Futnre 3

I am™an - eterial - optnmst re-
garding. the bright future of the
trust business. and the opportu-
nities it holds; More and more

“trustmen, .as partners of those in

banking departments, .are making
a real contribution to their com-
munities.in conserving the wealth

‘that  is symbolic: of - our. great

American . way - of v life. As. one
great trustman, " Mr. . Gilbert
Stephenson, has so ably expressed
our confidence in the future:

“The sun that shines upon the
trust field is ‘a rising and not a
setting' sun. The trustman’s prob-
lems are', the. problems of ‘the
morning, not the evening. They
are the problems, of preparing for
the work of a day that -still 'is
young, not - clearing away the
debris of the work of a day-that
already is far spent. The trust
institution has an assured place
in the social and economic order

‘of - this nation. Great as its past
. may have been,

its future bids
fair to be greater still.”

Yet, if we are to make this vi-
sion of .the future a reality, we
must take a hard .look at. the
world around us. May .I, there-
fore, touch briefly on a subject

officers, "

. Thursday, February 19,,1959

that ‘is very much in ‘the minds
of most Americans and which de-
serves sober thinking on the part
of men engaged in the trust busi-
ness.” It is: the.stability. of the
value of the dollar, or—stated an-
other’ ‘way—the . problem -of per-
sistent .:inflationary pressures in ;
the economy.

How “many" of us' today have
stopped to consider that the trust
business is an ‘important symbol
of the American economic sys-
tem? The-trust.function . could not
exist  -without the -fundamental
right of private property-—the és-
sence of capitalism and the profit
system. "It is a matter of great

- significance to trust people, there=~

fore,” that this system is today ~

-being subjected to its’ mast severe

test. Crisis after: crisis-on politi=

-.-cal and military fronts for . more

than "a-decade have-:brought’ the
Free-World into-conflict:with the
Soviet -orbits:. The peaee of “the
world “ has : been ; under constant
threat,: but”if . man-has-been for-
tunate ‘enough *to-.escape “global
military . destruction, :the "spectre
of . intensive’, economic: warfare
looms: larger -and ‘larger. !

Looming Economic Warfare

The' American people may be
conscious: ‘of the importance of a

~defense . establishment to guard

against the forces of Communist
aggression,  but. I believe that
there. is too. little. understanding
that. harder  battles. of economic

.warfare lie. ahead. Capitalism —

with .its reliance on human dig-

‘nity; individual initiative; and the

right to acquire, hold, and be-
queath property —will face a

‘worldwide economic conflict

against Communism—with its re-
liance upon cold bureaucratic di-
rection of human energies and

‘minds.. The system that survives

will be the one that contributes
the most to the people—in spirif- .
ual, as well as material, terms,
That is why I regard the ‘sta-
bility of the dollar and the battle
against -~ inflation so ' important,

“The stakes of ‘our very survival

-are being wagered upon the abil-
‘ity of our economy to-expand and
.to. become stronger. - ‘World his-
tory-time and time' again has re-
‘peated. the lesson that weak cur-
rency -or monetary"inflation" saps -
-a nation’s. economic strength and
retards its growth.” The “Russians
-know. this; and they are poised to
take . advantage: of. .eyery..oppor=

:tu’nity to ‘extend -their ,oxm_--range

‘of .~:power  wherever: - inflation -
weakens. a. nation’s: economic v1-
tality :and: moral. fibers.:

All of ‘us, -then,-should.be con=
cerned about what happens'to our

dollar.*I-want to make it clear,

however, that the -current. state o
of. mflatlonary psychology should
not give rise to fear or alarm be-

‘causeI believe we can and shall
. do ‘something -about- it.

‘1f .the
American- people -understand the
facts: and recognize the:stakes.in-
volved, I am . confident they: will
take the right course. There is an
increasing appreciation—both .in
governmental and private sectors
—of the need for making the factg
known; and I hope that the banky
ing fratermty will continue to. do
its part in girding the loins of the
American economy for the battle
of economic warfare that : looms
ahead.

Two with Murray Hlll

(Soecial to TRE FINANCIAL CHRONICLE) '
LOS ANGELES, Calif. — Mar«
gon L. Garvin and "Edward {1,
Shelley are w1th Murray Hill, In-
vestment - Co.,’ 1435 South La

Cienega. | ?

Inv. Service Adds Two?_

DENVER, Colo. — K. M. Camp-~
bell and Robert L. Wiley are now
associated with Investment Serv-
ice Co., 916 Broadway. 1e

Realty & Theatre Ventures
Realty & Theatre Ventures, Inc.

.has been formed with offices: at.

50 Broad Street, New York City
to engage in a securities business.
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Armstrong Cork Company

. By DR. IRA U. COBLEIGH

Enterprise

Economist

"A salute to this distinguished 'corporate name,v 65 years old;
some comment on Company progress in 1958 which carried net
. sales to an all-time high; and a favorable pnojechon for 1959.

" Some companies producing
pharmaceuncals, electronics or

cosmetlcs, explode on' the. finan=

. cial: scene with. sudden. rises to
suable earn~ . . ;
1 ng power.
ther., compa-
m,es are._more;:
: —like Ole "Man
S River - they
i just keep roll-
2ing alon g ¥
Such a'‘one'’is,
S Armstr ong
‘i Co r k Com.

< Faithful per-""

e former for: .

* three genera-. -
. tions of stock-

-~ holders; and now, entermg upon a
new ~and - higher  plateau’ of- net
sales-and profitability.

7. Essentially: this: well known and
s well: ‘advertised ~company - is .a
+ biilding .products’. company - with
.about three-fifths of its sales de-
rived ' .from  resilient floorings,

Ira U. Cobleigh

-_interior  wall . finishes, insulating

. and, acoustical materials. Arm-

“strong is best: known for hard-.

/surface floor covermgs and -its

lme of these product is the fore-

“,most in the business including

;ﬂoer coverings, flooring tiles of

cork, rubber, asphalt and plastics.
The wall surfacings are of plastic,
and include vinyl wall tiles. Vari-

[ ous types of insulation and
-sheathing are produced, and the
company has become an outstand-
ing specialist in the sound condi-
- tioning of rooms.

.In 1956 .Armstrong -opened a
new Acoustical Research Building
‘wherein three new types-of acous-’
. tical materials 'have been devel-
oped. (of mineral wool and ‘waod

- fiber) - in. addition - to- six ~types’

- developed earlier. In these days
of Hi-Fi and stereophonxc sound
. far more attention is being given
.10 ... “sound. .conditioning”’;
A.rmstrong plans .to. make its

; acoustical. ceilings. (especially de-
..sirable in public. and -commercial
bulldmgs, hospitals: and. schools)
as well known and as Wlde]y ac-
cepted as its floor coverings.

..'The industrial - line- at. Arm--

; f' strong,” which accounts:for: about
. one-fifth of sales,-is comprised -of

* cork coverings and composmons,_

.fire bricks, gaskets and belts, pipe
~goverings, textile machmery, ad-
"heswes, cements- and - coatings.

s+ Armstrong ‘was - recently . licensed.

5to market an amazing new, chemi-
cal adhesive perfected by . East-
man Kodak Co. (sole producer).

‘and..

This is such a powe1fu1 bondmg
agent that a single .drop is power-
ful. enough to hold two materials
together. -against a, pull- of ‘hun-

- .dreds of-poynds. '

Armstrong -packaging products,

.- which make up the. final one-fifth
.of- company sales, include.a w1de
- variety “of 'glass.bottles 'and " ]ars,

closures .and seals. 'These’ itéms

. _4re used in the packaging of food, -
medicinal, household and mctus- ;

trial products, ‘cosmetics and bev-
erages (alcoholxc and 0therw1se)

‘Armstrong is ‘progressive ‘in . this
“field,- constantly- at. work ‘in the

devclopment of. lighter, stronger; :

:md better de51gned glass ?011- "1mportant too, and Armstrong has
~tainers. ;

»In regard to bulldmg products
Armstrong “depends of course,
heavily on new construction. Here
the ' projection for 1959 is favor-
able, as the Department of" Com= '
merce estimates the value of: all

.new construction. for. this year at’

7%’ greater. than for  1958;. and
some; 1,200,000 housing ‘starts are
anticipated.. Armstrong products,
especially’'. floor - tiles, are also

widely. used in home..repair and.
modernization ' as. weIl as in new.

construction.

For many companies 1958 was a -

dreary year. Not so, however, for
Armstrong. Cork. ' After a- slow
start this' well managed company
pushed: its sales total -$450,000
above its record year, 1955, to a
new ..high .of = $249,859,203; and
converted this:splendid total into
a per share net.of $2.60, ‘half a

dollar ‘above 1957. All of which/

makes good reading for. share-

-holders, “and  provides ‘ plenty ' of

cushion .for. the present dividend
rate of $1.20 regular plus 20 cents
extra, Armstrong has paid unin-
terrupted .dividends - since . 1934
with-present policy being to 'dis-,
tribute about 60% of net to stock-
holders. There have been ‘eleven
dividend increases in the-past 20

years; and.there were three years .

in which.dividends were reduced.

‘Armstrong headquarters - and
research’ center are at Lancaster,

Pa, and there are 15 other.domes-
tic - plants; and -sales. offices in 45 .

cities. .In addition there-are for-

_eign subsidiaries in Canada, Eng- .
land, Span and Portugal which, . .

in 1958 produced ,combined sales
of '$23;325,000. and ‘a"net-income

of- $891, 000 (representmg more

than a 40% gam over 1957).

‘Financial position of ‘ACK has

been: consistently strong through

the'years, . It was-excellent -at the_
1958 year-end, with current assets

of “$71.8. million. .against current

liabilities “of ‘but $21.5. million. '

ROOM 1616
DIGBY 4-5884-5

The leko Securltles (,0.. Ltd

HEAD OFFICE (TOKYO)

ANNOUNCES THE OPENING OF ITS
NEW YORK OFFICE

AT

' 25 'BROAD STREET

NEW YORK 4, N. Y.

-

. MANAGER
NAOMICHI TOYAMA

. The Commercial and Financial Chronicle

/ACK has no long term debt, its
only senior security -being an is-

-sue of 161,522 shares.of $3.75 pre-

ferred now selling at 8414 to yleld
4.3%.

This . sturdy- financial position
has been maintained even though
sizeable capital expenditures have
been-made. , For instance, in the
- five'year period 1953-57, $63,400,-
000 was spent, on. additions and
improvement to plant,.all of the
funds being supplied out. of re-
tained earnings.. These ) capital
‘improvements have not only en-
larged - capacity . and research
facilities;. but have included: cost-
cutting systems Such as electronic-

-sally. rcontrolled . inspection; and
packing devices introduced at the

.glass. plant in Millville, N..J. The
President, Mr..C. J. Backstrand
in commentmg on the 1958 results
in the .annual report, referred to
cost reductions and the introduc-
tion  of -new products as major
factors in the fine earnings’ show-
“ing.”” ‘Products diversification is

offset ‘the somewhat cyclical na-
ture of its floor and wall covering
demand by a diversified product-
mix: including -over 350 individual
(items.; While f‘cork” dominates
the corporate title it ‘has, through
the -years, become - decreasingly
Jdmportant as a raw material:being
steadily supplanted by a .variety
of plastics.

‘" The partlcular ‘Teasons for cit-
ing Armstrong Cork for consid-
eration now, would include (1)
the ‘excellent company perform-
ance in' 1958, a. year in which
many companies reported sizeable
reductions in sales and earnings

and (2) the excellent prospects

for 1959, suggesting a '$40 to “$50
million rise in net sales and net
earnings per share higher than in
any earlier year—probably some-
where - between $2.80 'and  $3.
These bright prospects and opti-
mistic projections are based on
the modern and expanded plant
facilities, a cost conscious man-
agement, and a genuine talent for
effectlve .advertising and aggres-

:sive selling,

Marketwise the common stock
of ACK (5,016,302 shares out-
standing, listed on NYSE) has
been characterized by consider-
able stability, with its price rang-
ing during the past five years

between a low -of 19 in 1954 to a.

recent high of 391. There was a
3-for=1/ split ‘in. April -of 1955,
There is no. apparent. need -for
public financing for some time to
come.

_Market analysts have been
viewing ACK with some favor
recently because of the rising net
earnmgs curve and the fact that

at today’s price of 37 the stock, -

is selling at only 14 times 1958
earnings, Many other industrial
issues have reached prices 'rep- ¢
resenting  a . far more exalted
price/earnings ratio.

Investors may be attracted to "
ACK by its stability — net sales °

have been above $200 ‘million in -,

each year smce 1950—and by a
dividend policy  geared nicely to
earnings. The basic dividend rate
is now $1.20- per share, having

been supplemented usually by

year-end cash extras, If 1959
earnings advance to around $3 a

W) 7

share, then a total dividend : dis-
tribution of from $1.60 to $1.75 a
share is a possibility. The pros-
pect of a dividend increase is
always a pleasant one. i

No one should expect ACK to
be a sensational performer in the
market. But for those whose
search is for quality equities in
sturdy well managed companies
with ascending earning power, a

Jlook at Armstrong Cork- today

may prove rewarding. Cork has
always carned a connotation of
buoyancy.

Hll(l(o Seclmhes o
" Opens in New York

Nikko Securities Co., Ltd., with
its head offices in Tokyo, Japan,
announced the opening of a New
York branch at 25 Broad Street.
Naomichi Toyama is'the com-
pany’s chief representative in New
York.

. A'subsidiary organization, Nikko
-Kasai-Co., has its headquarters in

San. Franmsco, Calif,:

Abroms & Co. Formell
In New Orleans

NEW ORLEANS, La. — Abroms
& Company has been formed with
offices in the Richards Building
to engage in a securities business.
William - Abroms is a principal.
He was formerly manager of the
municipal department of Kohl-
meyer & Co.

NEW 1SSUES

This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securitics.

The offering is made only by the Prospectus.

Fl -

$30,000, OOO

Japan

External Loan Bonds dated January 15, 1959

February 18, 1959

1

" Blyth & Co., Inc..
Glore, Forgan & Co.,
Lazard Fréres & Co.

Dillon, Read & Co. Inc.
The Dominion Securities Corporation

Goldman, Sachs & Co.

Stone & Webster Securities Corporation

The Nomura Securities Co., Ltd.

515,000,00b Three, Four and Five Year 4%% Bonds

Amount
$3,000,000
5,000,000
7,000,000

" Matrity
January 15, 1962
January 15, 1963
January 15, 1964

(plus accrued interest) -

The Three, Four.and Five Year Bonds are not undcrwmtcn but
are being offered by Japan with The First Boston Corporation

ac.tmg as offering agent.

$15,000,000 Fifteen Year 5%4% Sinking Fund Bonds

due January 15, 1974

Price 98% and accrued interest

Copies of the Prospectus may be obtained from any of the several underwriters,
including #he undersigned, anly in States in-which such underwriters are qualified
1o act as dealers in securities and in which the Prospectus may legally be distributed.

The First Boston Corporation

Lehman Brothers

Yamaichi Securities Company
“ of New York, Inc.

Price
100 %

99.12

98.92

Kuhn, Loeb & Co.
Eastman Dillon, Union Securities & Co.
Harriman Ripley & Co.

Incorporated
Merrill Lynch, Pierce, Fenner & Smith
Incorporated
White, Weld & Co.

Nikko Kasai Securities Company

Kidder, Peabody & Co.

Bache & Co.

Sul;sidiary: Nikko Kasai Securities Company. (San Francisco)
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Dealer-Broker Investment
Recommendations & Literature

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

Atomic Letter No, 45—Commenting on eftects' of AEC grants
to colleges and universities, on radiation instrument industry,
and discusses Salem Brosius, Ine.~—~Atomic Development Se-
curities Co., Inc,, 1033 Thirtieth Street, N, W., Washington
7, D.C.

Bank Stocks — Analysis — Kidder, Peabody & Co., 17 Wall
Street, New York 5, N. Y.

Banks. &TmstCompanies of the U. S.—Comparative figures as
of Dec. 31, 1958 — New York Hanseatic Corporation, 120
Broadway, New York 5, N. Y.

Breakdown of Government Bond 'l'ortfolios of 13- New York -+

City Banks—Bulletin—Laird, Bissell & Meeds, 120 Broad-
way, New York 5, N. Y.

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

Canadian Prospects for 1959—Analysis—Burns Bros. & Com-
pany, Limited, 44 King Street, West, Toronto 1, Ont., Canada.

Chemical Industry — Study-—Smith, Barney & Co., 20 Broad
Street, New York 5, N, Y.

Japan — Economic survey — Chemical Corn Exchange Bank,
International Division, 165 Broadway, New York 15, N, Y,
Japanese 0il Industry—Discussion with particular reference to
Mitsubishi Oil Co., Showa Oil Co. and Maruzen Oil Co.
Nomura Securities Co,, Ltd., 61 Broadway, New York 6, N, Y.

Japanese Stocks--Current Information——Yamaichi Securities
Company- of sNew:.York, Inc., 111 Broadway, New York 7,
New York.

Life Insurance Stocks—Review—Merrill Lynch, Pierce, Fen-
ner & Smith, 70 Pine Street, New York 5, N. Y, Also avail-
able is a survey of Fire and Casualty Insurance Stocks,

Over-the-Counter Index—Folder showing an up-to-date com-
parison-between the listed industrial stocks used in the Dow-
Jones Averages and the 35 over-the-counter industrial stocks
used in the National Quotation Bureau Averages, both as to
yield: and -market performance over a 20-year period —
National Quotation-Bureau, Inc., 46 Front Street, New York

Proxy Rules of the Securities & Exchange Commission and of
the 'New. York Stock Exchange, including Rules. X~14A-9,
X~14A-11, and-Schedule 14B — Georgeson & Co., 52 Wall
Street,. ‘New. York:5, N. Y.

Shale- Oil Prospects in U. S. — Review in (-urrent issue of .
“Science and Securities”—Harris Upham & Co., 120 Broad-

way, New York 5, N. Y. Also in the same issuc are articles
on Nucleonics, Spme Technology, Chemical, Electronics and
Drug Industries; :

Value Outside the Favored Fifty—Data on 13 sclected issues—
E. F. Hutton & Company, 61 Broadway, New York 6, N. Y.

* ¢ 9

Air Express International Corp.—Brochure—Troster, Singer &
Co., T4 Trinity Place, New York 6, N. Y.

A. 8. R. Products — Data — du Pont, Homsey & Company, 31
Milk Street, Boston 9, Mass. Also in the same circular are
data on Eagle Picher, 'Simonds Saw & Steel and Union Car-

bide. .

Aeronca Manufacturing Corp.—Memorandum—J. A. Hogle &
Co. 40 Wall Street, New York 5, N. Y,

American Founders Life Insurance Company of Colorado—
Analysis—Copley and Co., Independence Building, Colorado
Springs, Colo. Also available'is a report cn United American
Life Insurance Company of Colorado.

American Seating Company — Bulletin — Reynolds & Co., 120
Broadway, New York 5, N. Y. Also available is a bulletin
on J. P, Stevens & Co. Inc.

Armour & Co.—Memorandum—-Hirsch & Co., 25 Broad Street,
New York 4, N. Y.

The Commercial and Financiel Chronicle . .

Baldwin Piano Co., — Memorandum — W, D. Gradison & Co.,
Dixie Terminal Building, Cincinnati 2, Ohio,

Bank of America—Analysis—Hill Rlchards & Co., 621 South
Spring Street, Los Angeles 14, Calif.

Best & Co.—Data—Herbert E. Stern & Co., 52 Wall Street,
New York 35, N. Y. Also in the same circular are data on
Cerro De Pasco.

Calgary Power Ltd. — Analysis — McLeod, Young, Weir &
Company Ltd., 50 King Street, West, Toronto, Ont., Canada.

Chemetron Corp. — Bulletin — Bache & Co., 36 Wall Street,
New York 5, N, Y.

City of l’awtucket, R. L 49, Bonds—Bulletin—Industrial Na-

tional Bank of Providence, 111 Westminster - Street, Provi-

dence, R. 1.

Control Data Corporation—Analysis—J. M. Dain & Company
Incorporated, 110 South Sixth Street, Minneapolis 2, Minn.
Cook - Coffee Lompany—Repmt—The Milwaukee Company,

207 East Michigan Street, Milwauke 2, Wis,

Cooper Tire & Rubber—study—Straus, Blosser &McDowell,

111 Broadway, New York 6, N.

Crompton & Knowles Corp.—Bulletm—C D. Robbins & Co.,
744 BProad Street, Newark 2, N. J.

Eastern Stainless Steel——Data—Shearson, Hammill & Co.,
Wall Street, New York 5, N. Y. Also in the same cu‘cular
are data on Hevi Duty Electric, Otis Elevator, Gamble
Skogmo and Long Island Lighting.

Federal Grain Limited—Bulletin—Ross, Knowles & Co.; Ltd.,
25 Adelaide Street, West, Toronto, Ont Canada. Also avail-
able are reports on Canada Cement Oo Ltd., Powell Rlver
Co., Ltd, and Canadian Natural Gas Industry. -

Flying Tiger Line—Analysis—Oppenheimer & Co., 25 Broad.
Street, New York 4, N. Y.

Food Mart Inc.—Memorandum—Dittmar & Co., 201 North St.
Mary’s Street, San Antonio 5, Texas.

General Motors—Memcrandum—Dean Witter & Co., 45 Mont-
gomery Street, San Francisco 6, Calif,

Gimbel Bros. —Analysxs—m current “Comments for Investors”
—Francis 1. du Pont & Co., 1 Wall Street, New York 5,

N. Y. Also in the same issue is a brief analysxs of Maytag

‘Company and lists ‘of selected securities,

Glaxo Laboratories Ltd."-— Memorandum — Model, Roland &

Stone, 120 Broadway, New York 5, N. Y.

Harris Intertype Corp.—Data——Hardy & Co., 30 Broad Street,
New York 4, N. Y.

Hein-Werner' Co.—Memorandum—Loewi & Co., Incorporated
225 East Mason Street, Milwaukee 2, Wis.

Husky 0il Company—Bulletin—De Witt Conklin Organization, -

120 Broadway,; New York'5, N. Y.

Jim Walter Corporation—Reports—Johnson, Lane, Space and

Co., Inc,, 101 East Bay Street, Savannah, Ga.

Jones & Laughlin Steel Corp —Report—Thomson & McKmnon :

11 Wall Street, New York 5, N. Y.
-Madison Fund Inc.—Annual report—Madlson Fund, Inc, Dela-
ware Trust Building, Wilmington, Del, - -

Martin Co.—Reyiew—Ira Haupt & Co., 111 Broadway, New '

York 6, N. Y.

National Commny—Analysm—H Hentz & Co., 72 Wall Street, .
‘New York 5, N: Y.”Also avaﬂable isa- memotandufn on: -

~—Memorandum—A. C. Al]yn& Co,, %

~ Chase Distribulors - '

Brown Company.
Pan American Sulphur. Co.

122 South La Salle Street, Chicago 3, Il1l. Also available is .

a memorandum on-West Point Manufaeturlng‘.
J. P, Stevens & Company In¢.—Review—Schweickart & Co.,
29 Broadway, New York 6, N. Y.

Syntex Corporation — Analysis — Scherck, Richter Company, -

320 North Fourth Street, St. Louis 2, Mo. Also available is
a memorandum on Angehca Uniform Co.

Syntex Corporation—Analysis—Leason & Co., Inc 39 South
La Salle Street, Chicago 3, Ill.
Texas Natural Gasoline Corp.—Memorandum—Epple!‘, Guerin
& Turner, Fidelity Union Life Building, Dallas 1, Texas.
Towmotor Corporation—Review—Murch & Co., Inc., Hanna
Building, Cleveland 15, Ohio.

Trans World Airlines, Inc.—Review——John H. Lewis & Co.,
63 Wall Street, New York 5, N, Y.

Watson Bros. Transportation Co.—Memorandum-—Cruttenden,
Podesta & Co., 209 South La Salle, Street, Chicago 4, IlL

'

© April 29-30-May. 1,

. Thursday, Feoruary 19, 1959

COMING
EVENTS

In Investment Field

Feb, 19, 1959 (Chicago, IIL)
Bond Club of Chicago-48th an-
nual meeting and dinner at the
University. Club.

Feb. 24,1959 (Detroit, Mich.) -
Bond Club. of Detroit 43rd an-
nual dinner at the Detroit Boat
Club.

Feb.- 26, 1959 (Phxladelphna, Pa)
Investment: Traders ‘Association
of Philadelphia+Security Trad-

ers Association  of: New-: York

annual Bowling- Mateh, ~ -

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

. of Philadelphia: ‘35th » annual
midwinter dinner in the Grand
Ballroom . of the- - Bellevue-
Stratford ‘Hotel. preeeded -by a
member-guest - luncheon - at -12
o’clock). .

Mar. 22-27, 1909

Pa.) 4
Seventh amlual session Insti-
tute of Investment Banking.

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

" ica annual meeting at the Hilton

. Hotel,,

April:3;-1959 (New York City)
New York Security Dealers As-
sociation 33rd annual dinner
at the Waldorf-Astoria.

Apr. 10, 1959 (Toronto, Canada)
Toronto Bond Traders.Associa-
tion annual dinner at the ng
Edward Hotel.

(Philadelphia,

1959 (S
Louis, Mo.)-

St. ‘Louis Mumc‘pal Dealers

Group annual. spring.party at .

.- the Sunset.Country €lub.-

| May 10.20, 1959 (Osialia; Neb.)

Nebraska: - Investment “Bankers
Assocxatlon armual ﬂeld day.

Gllas. DawsV P.of -

BOSTON, Mass: — Lawrenceé M.
Kirk, President of Chase Distrib-
utors - Corporation, 'national -dis-

- tributor for: the sale-of shares of

For financial institutions only—

Off the Press— A Brochure On:

Air Express lnt‘ernational Corp.

The largest forwarder, clearance broker and con-
:-solidator-of ‘international cargo with a network -
~ of 278 offices and agents' throughout the world.

Troster, Smger & Co.

Members New York Security Dealers Assocmtwn

74 Trinity Place, New York 6, N. Y.
-4 -HAnover-2-2400 Teletype NY 1.376; 377; 378

AT, Brod Co. o Neb. Inv. Bankers
Admit Balogh, Lesser To Hold Field Day

WASHINGTON, D. C.—Stephen

OMAHA, Neb.—The Nebraska

E. Balogh and Martin Lesser on
March 1st will be admitted to
partnership in A. T. Brod & Co.,
members of the New York Stock
Exchange. Mr. Balogh is president
and Mr. Lesser vice president and
treasurer of The Matthew Corp.

Investment Bankers Association
will hold their annual field day

May 19 and 20. William Martin,
Dean Witter & Co., is General
Chairman of the outing,

Availabl:e"..v._g

-Bank & Quotatlon Record running consecutively
‘from Feb. 1938 to Jan. 1957 inclusive., Which

" would actually cover 'quotations for the full .- -
. "calendar years 1938 through 1956 inclusive.

= erte or Phone—-REctor 2-9570
Edwm L Beck c/o Chromcle, 25 Park P, N. Y. 7 -~

Shareholders’ Trust of Boston and
The ‘Chase Fund of Boston, has
announced the appointment of
Charles P. Davis as Vice Presi-
dent,

Mr. Davis will handle dealer re-
lations for these funds in the
South Central states, as well as
the Pacific Coast, with present
headquarters in St. Louis, Mis-
souri. He was formerly in charge
of wholesale distribution for
Managed Funds, Inc.

George L. Austin Joins
Gonning & Gompany

HARTFORD, Conn, — George
L. Austin has become associated
with Conning & Company 15
Lewis Street, members of the New
York Stock Exchange. Mr. Austin
was formerly proprietor of G. L.
Austin & Co., established in 1917,
which was dlssolved as of Febru-
ary 16th.

Clement A. Evans & Go.

‘Adds Two to Staff

ATLANTA; Ga.—Clement | A.

.Evans & Company, Inc., 1t Pryor

Street, Southwest, announces the

- addition- of ‘two- sales .representa-

tives in their Atlanta office. "
Carroll E. Banks, who  is-a
graduate of Atlanta Law. School,
has had 12 years previous:experi-
ence in the securities ‘field, re--
cently being - associated "with
French & Crawford, Inc. . 3
.E..Dargan Cole, was. for- many
years President -and ' Director! of
several . Coca-Cola bottling com-
panies. : :
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Volume 182 Number 5822 ... The Commercial and Financial Chronicle

A Blunt Opinion on How Canadians
St. Lawrence Seaway

L ] T '
- View the
: . By STUART ARMOUR*

Economic Adviser, The Steel Company of Canada, Ltd.
Hamilton, Canada

. Fearing that the Seaway toll-concession forced on his country
may jeopardize $800 million Canadian investment, compared to
our $275 million, Mr. Armour is more than bemused about the

-per ‘capita Seaway cost difference of $1.57 per American

- compared to $45 per Canadian, and our contradictory insistence

* .- on. tolls. .when . domestically we have toll-free inland -water-
‘7 .ways. -Speaking. candidly as a friend, Mr. Armour . indicates
we stand in danger of appearing as a sort of road-show Shy-

. lock and passes on the opinion held above of 49 degree parallel
..~whether it still wouldn’t be better for Canada to construct locks

and Lake Erie to make it a wholly-owned

. between Montreal
3 toll-free Canadian facility.

Let me emphasize that what I
shall have to discuss represents
only my own interpretation of the
views of Canadians, but since that
interpretation
is based- upon
submissionsby
a great many
“varied - inter-
“ests "to our
- Seaway Au-
thority, I feel
it to be rea-
sonably accu-
-rate. -

I think in
fairness there
should -be
some warning .
as to the low-
ness of my
boiling point,
a fact which inevitably has a
bearing upon my approach to any
question — domestic or interna-
tional. In Canada I have a well-
.established  reputation as an out-
. spoken curmudgeon — perhaps a
_legacy from my association with
the late, great Mr. Harold Ickes.
‘During World War II Mr. Ickes
and I were responsible for the ra-
tioning of gasoline in our respec-
tive countries, an unpleasant ex-
perience bound to leave marks
and scars upon even the most
basically angelic disposition.

Because my family has been
long established in North America,
on both sides of the famous 49th
parallel, and as a result of my own
happy sojourn in Philadelphia, I
never hesitate to assume the al-
most invariably resented role of

* candid friend.

In this connection it should al-
ways be remembered that Can-
ada’s national pastime is sitting in
moral judgment upon the United
States. Indeed, our “holier than
thou” attitude makes .the atti-
tudes of certain religious bodies
appear by comparison to be
models of Christian humility.

Stuart Armour

Fortunately for. outspoken per-

sons like myself, President Eisen-
hower, when he addressed our

House of Commons in Ottawa last

year, established an admirable
tradition of frankness between
North American countries. So not

from me will you learn platitudi-.
nous references to our undefended .

- frontier, nor to a century and a

“half of undisturbed peace; though

~I hasten to add that I thank God
{for both.

But despite the somewhat sober
face we Canadians present to the
world, we are really a very rash

- people. How. else could we have
dared to develop ourselves as a

- separate entity within the orbit
of your greatness.

‘When you come to think of it,
no nation of seventeen and a third
million people has ever had the

" nerve to do what Canada has done.
For instance, we possess two truly
trans-continental railways — one
built in the days when manpower
and the power of real horses were
virtually the .only energy avail-
able to railway and other build-
ers. Both those railways traverse

- *From a talkk by Mr. Armour before
¢ .the John Carroll University, Cleveland,
Ohio, Jan. 27, 1959,

much country of really. appalling
bleakness; and both maintain their
schedules in the face of well-nigh
outrageous climatic conditions.
‘We Canadians mine for gold and
uranium and iron ore, and we fish
and we hunt for furs within the

Arctic Circle; and should a river-

need reversing or a lake need
draining, we go ahead in a style
almost reckless to contemplate,
despite cold or heat or black flies
or the pessimistic prognostications
of the chicken-hearted.

We have punched through solid
rock under the municipality of
Niagara Falls, Ontario, the two
largest tunnels in the western
world—each is 5% miles long and

each has an inside finished diam- -

eter of 45 feet.

Investment 2145 Times Larger
Than U, 8. A.

Those tunnels are part of a $350
million hydro - electric develop-
ment. It is interesting to note that
the $350 million the people of On-
tario have spent on that hydro
project is more than two and one-
half times the amount spent by
the United States on the Snell and
Eisenhower Locks, and the con-
necting Seaway canal in the Inter-
national Rapids section of the St.
Lawrence River. Ontario today
has a population of less than six
million; the United States a popu-
lation in excess of 170 million.

Now all the massive Canadian
projects I have mentioned, and
scores of others almost equally
exciting, would have been re-
markable in a pastoral country
with an equable climate. What
makes our large-scale undertak-
ings really spectacular is the fact
that our terrain is amongst the
world’s most rugged, and our cli-
mate tends very strongly toward
harshness.

Some scientist recently said that
the optimum mean temperature
for mankind was 77 ‘degrees. In
some parts of Canada we can ex-
pect to experience that optimum
for perhaps three months in the
year.

be even more “exceptional” than
rain is said to be by the proprie
tor of any summer resort. *

Nor. are natural climatic condi-
tions the only ones with which we
Canadians have to contend. Per-
haps an even greater hazard is the
widely varying U. S. climate of
opinion. This is a socio-political
phenomenon which baffles all the
pundits. It is a phenomenon under
which the U, S. can blow hot and
cold at the same time; a feat
which must bring U, S. policies—
if that is the word — and U. S.
practices almost within the pur-
view of the theologians. Here, in-
deed, is a mystery awaiting elu-
cidation at the hands of some suc-:
cessor to St. Paul.

So we Canadians, in addition to
being hardy constructors, undis-
mayed by cost, climate or terrain,
must also attempt the role of
soothsayer—and this we find both
difficult and baffling.

Nowhere has our genius for
driving a-difficult project to com-
pletion in the face of incredible

‘corded against it.
‘be a record unique in our history,

But in certain other large-
areas such a temperature would:

odds - been more dramatically
demonstrated-than in the case of
the St. Lawrence. There is a cer-
tain fitness that this should be so,
for the St. Lawrence River is in-
‘terwoven with the history of Can-
ada in a way which none but a
Canadian can really understand.
In. 1535—424 years ago—Jacques
Cartier sailed up the St. Lawrence
River as far as what are now
called the Lachine Rapids..

A’ baffled Cartier returned to
France, but in succeeding years,
the creation of a witerway to the
interior-of North America and be-

~yond became almost an obsession

with Canadians. .

Incidentally, Lachine, which
gave its name to the rapids, was
itself so called because it was long
regarded as the jumping-off place
for China! Over the years we
learned that you could not reach
China by even the slowest of boats
by way of the Great Lakes. But
our desire to ensure that westward
the course of Empire would take
its way remained unabated.

Unless you have lived on the
north'shore of the St. Lawrence,
or off Lake Ontario or Lake Erie
or Lake Superior, or in our
wheat - exporting provinces, you
cannot begin to have any concep-
tion of the degree to which the
construction of a Seaway became
a national aspiration in Canada.
Indeed, when the Bill creating our

‘Seaway Authority was presented

to Parliament in 1951, it passed
without a single vote being re-
This may not

but I suspect that it is.

The St. Lawrence Seaway, thus,
means vastly different things to
Canada and to the United States.
To you the St, Lawrence Seaway
is only an alternative system of
transportation which may create
additional competition for your
already hard-pressed railroads. To
most Canadians completion of the
St. Lawrence Seaway represents
the fulfilment of a national dream:
the achievement in' the face of
enormous difficulties of a long-
held hope after more' than 300
years of almost continuous effort.

Those of us whose business it
has been to try to assess the ef-
fects upon our Canadian economy
of the coming of a 27-foot channel
from the Sea to the head of Lake
Superior have been baffled by the
degree to which the Seaway has
acquired emotional content.

Despite the fact that many
Canadian manufacturers are cer-
tain to be unfavorably affected by
the opening of the Seaway—and
Canadian employment and pro-
duction will thus suffer—econ-
omists have been powerless to
damp down enthusiasm for this
great enterprise.

In fact, one of the almost lyrical
proponents of construction of the
Seaway is now general manager
of oné of our largest banks. That
bank has its head office in Toron-
to, the capital of industrial Can-
ada! You Americans. may - think
you know Canadians, but we have
a great, if generally latent, capac-
ity for surprising even ourselves.

Long before the present Seaway
was started, we began to put part
of our meagre substance into mak-
ing the St. Lawrence a transporta--
tion artery of benefit to all the
maritime nations of the world.:
Our efforts to construct a St. Law-
rence Seaway even antedate the
coming into existence of these’
United States.

£ #”

The Welland Ship Canal [started
in 1913 when Canada’s population
was about 8,000,000] with locks
800 feet long, 80. feet wide, and
having a depth of 30 feet, was
completed in 1932. By that time
our population had grown to
around 10.5 million. I have used
population figures to establish.a’
relationship with the total cost of
the Welland Ship Canal, which
was $132 million. Your expendi-
tures on the canal and locks in

.the International Rapids section of

the St. Lawrence are said to have
been about $133 million. But

when you started to spend that
amount, your population had al-
ready reached 157 million.

By the time the Seaway opens
next spring you will have a popu-
lation  of at least 176 million
against a Canadian population of
less than 17.5 million, .

In the 344 years of our- history
prior to 1952, when construction
of the Seaway to be opened this
year. really began, we had spent
more than $318 million ‘in devel-
oping the St. Lawrence as a high-
way of International trade. Our -
efforts in that direction included -
the provision of a 35-foot ‘channel
from tidewater to Montreal; a 14-
foot .canal system from Montreal
to Lake Ontario; a 25-foot canal
(the Welland) from Lake Ontario:

to Lake Erie; and a lock. at the

Soo 1,000 feet long.

That expenditure of $318 mil- "
lion, made by Canada prior to the
start of construction on the St.
Lawrence Seaway authorized by
the Wiley-Dondero Act, compares
very favorably with the $133 mil-
lion you have spent on the Inter-
national Rapids section, plus the
$141 million you are currently
spending on deepening the con-
necting channels in the Detroit,
St. Clair and St. Mary’s Rivers.
In fact, our pre - Wiley - Dondero
Seaway expenditure exceeded
what is likely to be your com-
bined Seaway expenditure by $44
million. i

The exact cost of the just-com-
pleted St. Lawrence Seaway to
Canada is very hard to estimate
because of concurrent construction
of a great and inter-related Inter-
national hydro generating facility.
The original Canadian estimate of
the cost of the Seaway alone was
$200 million, but it is certain that
this figure has been very greatly
exceeded. '

Included in the original $200
million estimate was a figure of
$1.2 million for the deepening of
the ' Welland Ship Canal to 27 feet
between locks. Up to date, the
cost of deepening the Welland has
exceeded $23 million, and it is
now expected to have cost $30

=

873) 9

million when the work is finaily
completed.

Canadian Cost of $800 Million

It is not suggested that' all
original Canadian Seaway cost es-
timates were as cockeyed as- that
with -respect to the- deepening of
the Welland Canal. Nevertheless,
a total cost figure to Canada of
close to $400 million: for the Sea-
way and works ancillary thereto
is not now considered excessive.

In addition to ‘the costs of up to
$400 million- being borne by all
the taxpayers of Canada, the tax«
payers - of Ontario have pledged
their credit to the extent of an-
other $300 million’ to cover our
share of the costs of the Barnhart
hydro - electric generating instal-
lation.

So all in all, the taming of the
St, Lawrence from a big and often
turbulent river into “a highway of -
International trade,” to use the of-
ficial phrase once again, has in-
volved expenditures by - people
living in Canada of considerabl
more than $800 million. . ®

You can see from the figures I
have quoted that our money, as
well as our hearts, has gone into
a project which to you is margin-
al, but which to many of us ha
come to appear vital., . 3

While it is still too early to bée~
gin to assess all the economic ef-
fects of the Seaway, we, and you,
can both take pride in it as a great
engineering and a gigantic- con~
struction project. Beside. it, all
other canals appedar pretty. small
potatoes. ; - . :

Our joint Seaway is 1,200 miles
long, and. it take ships up to 765
feet in length  with a draught of
25 feet, from tidewater to an ele-
vation of 602 feet in Lake Supe=-
rior. Nowhere but in the Welland
Ship Canal do men' attempt to
raise vessels capable of carrying
more than 20,000 gross tons of
bulk cargo up an escarpment a
distance of 325 feet. ~Until you
have ridden ‘up and - down the
Welland Canal locks in an ore
carrier, you have not experienced

Continued on page 24

BANCO
HABANA CUBA

Statement of Condition at December 31, 1958

ASS
Cash due from Banks and

Securities . soid sune
Stock of Banco Nacional de Cuba
Other Bonds and Securities
Loans and Discounts...c...ovotnn

Other Real Estate........ soiwie Nne
Customer’s Liabilities under Lett,
Other Assets

Other Liabilities ... .. s

CAPITAL
Capital issued and paid..... oo

Undivided Profits

best of my knowledge and belief, this
of this Bank. .

Correct-Attest:

ALBERTO GARCIA TUNON
Vice-President

Cash on hand and Reserve with Banco
Nacional de Cuba......... § e
Items in
process of Collection.,...ovvens
Republic of Cuba bonds and other national public

Bank Premises, Furniture and Fixture

LIABILITIES

Deposits ....oivviiirnanes R R CPL T RTRRLY
Acceptances under Letters of Credit

Surplus (Legal Reserve Fund)........

ceassssnen

Total Liabilities plus Capital Accounts
SECURITIES SAFEKEEPING ........ _SJS_2/QO2,302.0;1

This is a true copy of the statement filed with Banco Nacienal de Cuba
1, Narciso Gelats Solis, Vice-President, declare under oath that, to the

NARCISO GELATS SOLIS . |

GELATS

ETS

..... $11,450,563.25
2,083,084.43 $13,533,647.68

8,781,392.64. .
109,300.00
. 2.336,468.23
. 23,518,955.68
311,599.33
304,984.00
388,583.08 *
196,258.26 -

Total Assets 50,081,688.90 .

svessesse sessssrnas

.o $43,407,370.86
v 388,583.08
560,815.58

.

Total Liabilities

ACCOUNTS

...... $ 2,000,000.00
- 3,450,000.00
27491138  5,724,911.38

statement reflects the true condition

Vice-President

AUGUSTO DUARTE PINOL.
Accountant R
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Life Insurance Company Stocks
As Growth Investments s

By ‘WILLIAM W, AMOS*
Assistant Vice-President )
The First Boston Corporation, New York City

Insurance securities expert, noting increased attention to life
stocks since the mid-forties on the part of both institutional
and individual investors, maintains that while some of the
bloom is off, the long-term prospects continue very good. Mr.
Amos suggests specific standards for classifying issues as Blue
Chips, as underwriting profit margin, geographical and busi-
ness diversification, capital position, and management; and
predicts these issues’ past good market record will be followed
by continued-superior appreciation records.

By comparison with industrial,
,pubfic utility and other stock
groups the investor interest in life
nsurance company stocks contin-
.ues to be rela-
.tively small. ¢
.However, dat-
fng from the
middle 1940s
there has been
& substantial
.Increase in
.the amount of
attention
.which inves-
.tors have
given to stocks
of life insur-
ance compa-
nies.

Daniel Web-
ster is quoted
.a8 having said about Dartmouth
College—“It’'s a small school but
-there are those who love it.” So
_with life insurance company stocks
—it’s a small group but there are
,those who have good reason to
Jove it—especially in view of the
.fact that in the ten-year period
1948-1958, the average apprecia-

- tion for a group of 19 life insur-
.ance company stocks was over
1,000%.  An+ investor who ' put
,$10,000 into a representative group
of life insurance company stocks
in 1948, would now have seen his
fnvestment grow to over $100,000.
In some cases the rate of appre-
ciation has been greater than this
and in some cases less. But the
average has been high by any
standards.

In the brief time allotted to a
‘broad subject, which has many
interesting facets, I will address
myself to the consideration of
these principal questions:

(1) Why has investor interest
in life insurance company stocks
grown so rapidly since the middle
1940s?

(2) Are the long-term prospects
for the life insurance company
industry still as favorable as they
have been? o

(3) Are the market appreciation
prospects for life ‘insurance com-:
pany stocks still as ‘favorabie as
they have been? -+ - - ooy

Prior to 1945 there was rela-
‘tively little interest in life stocks.
‘In addition to the lack of digest-
ible financial information relating
‘0 earnings and equity values, the
.declining trend in interest rates
was an unfavorable factor for the
‘Yife_ companies. It was not until
‘1948 that the average rate of in-
terest earned on invested funds of
‘life insurance companies showed a
.gain over the previous year (from
.a low of 2.88% in 1947 to 2.96%
.in 1948). About the same time the
interest rate assumed in life in-
-gurance company investments was
reduced from around 3% to 21%%
to 2% 9%. This charge, coupled
with continued good gains in mor-
tality experience, has materially
improved the earnings position
and prospects of life insurance
companies.”The tax situation; with
the premium it places on capital
gains rather than income for many
investors, also has tended to add

to, the popularity of life stocks.
At the same time, the business of

#A talk by Mr. Amos before the New
York Society of Security Analysts, Jan.
.R9,.1959.

William W. Ameos

the life insurance companies has
reached new peaks as the break-
‘ing of sales records each year has
become a normal expectation.
While the amount of available in-
formation has not increased ma-
terially, progress has heen made
in the direction of interpretation
and analysis of the available data,
so that investors have become bet-
ter informed as to the relative
performance of various life insur-
ance companies.

1t is particularly significant that
the skilled professional analysts
representing such growing insti-
tutional investors as pension funds
and investment trusts have in
many instances acquired sizable
holdings of life insurance com-
pany stocks. This reflects the con-
fidence of these analysts in their
ability to interpret the available
data and it also reflects the belief
of these analysts that selected life
insurance company stocks repre-
sent a desirable type of growth
investment which meets many in-
stitutional investment require-
ments.

In answering the second ques-
tion concerning the relative lgng-
term growth Pprospects for - life
insurance companies today as
compared with a few years ago, it
is necessary first to summarize
the factors which have contrib-
uted to their growth characteris-
tics to date these are:

(a) Rapid growth in the volume
of life insurance in force. During
the past decade more life insur-
ance has been sold. than in all the
preceding five decades of the in-
dustry’s history. At the end of
1945 the industry’s in-force figure
was $150 billion. Today it is close
to $500 billion. In the years ahead
further substantial gains in life
insurance sales are expected as

the population rises to a level of -

over 200 million as the war baby

_population reaches marriageable

or family formation age and as
the Gross National Product rises
from "its present "level of about
$453 billion to over $600 billion,
.. (b). Further gains in the rate of
interest earned on life insurance

..investments. From the low point

of 2.88% in 1947 the gross rate of
return earned has risen each year
for the last 11 years to a 3.85%
figure in 1958. If present tight
money conditions continue, a fur-
ther gain in the rate of return to
a level well - above 4%
likely, At the same time more of
the old business in force with

higher interest assumptions is-

running off each year. Thus, fur-
ther benefits along this line are
expected although higher income
tax rates may offset a good part
of such gains.

(c) During the last three years
there has been a tendency for the
mortality rate to level off. How-
ever, most of the life insurance
companies continue to report in-
creasing mortality savings. This
arises from the higher average
age of the population and from
the lag in the reflection of savings
on old contracts. There is still
room for improvement in mortal-
ity experience as progress is made
in the battle against cancer and
against heart and circulatory ail-
ments. New surgical techniques,
advances in antibiotics and other
medicines also should contribute

seems
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toward longer life expectancy.
However, the rate of improvement
in mortality is bound to be some-
what less than it has been in the
recent past. Competition in rates,
.which shave mortality assump;:-
tions also may take some -of -the

edge off future gains in this direc-.

tion. 4

(d) The life insurance cempa-
nies have kept their operating ex-
penses .down .below 1879 of total
income, This is a remarkably good
showing in the face of inflationary
cost increases. The larger total of
income has aided in this result as
have new data processing equip-
ment, including electronic record-
ing and computing machines.
There is still considerable. room
for savings or for retarding cost
increases for the life insurance
companies in this direction.

In general, the long-term pros-
pects for the life insurance indus-
try continue to be wvery .good.

Some of the bloom has been taken’

off the rose, however, and the rate
of improvement may not be as
rapid in the next ten years as it

has been in the last decade. Pros- -

pects for further growth in vol-
ume of sales, in rate of return.on
investments and in expense con-

. trol appear to be excellent. How-

ever, rate competition and slower
gains .in “mortality, plus_.the im-
pact of somewhat higher Federal
income taxes may offset part of
the future improvement. . :

How about the prespects for
further market appreciation? Here
again, it would appear that pros-
pects continue to be good but per-
haps not as sensational as they
have been during the last decade.
In the late 1940s many life stocks
were selling at exceptionally low
multiples of earnings. based on
the present concept of adjusted
earnings (including as credit for
prepaid acquisition costs) there
were cases in the middle 1940s
where the p-e ratio was as low
as 4 or 5 times. The rise in this
ratio to a current average level
of 17 to 18 times accounted for a
good part of the appreciation rec-
ords of many companies. While
the present level does not seem to
be excessive for growth stocks
with as good prospects as many
life insurance company equities,
the chances are that the p-e ratio
will not triple or quadruple in the
next few years.

The life insurance business, de-
spite the fact that it faces higher
taxes and stiffer competition, con-
tinues to be a very good one. The
floating supply of shares does
not . increase perceptibly except
through splits and stock dividends.
The available number of shares in
sound companies seems to shrink
in comparison with the growing
investor interest in them. Acqui-

“sitions by fire’ companies ‘have

taken several life companies from
the market in recent years. While

the life stocks rose about 50% .

last year, it would appear that this
was a greater annual percentage
rise than might reasonably be ex-
pected- in “the future. However,
even if they compounded an av-
erage annual rise of about 10%,
which might be a safe assumption,
many would show a 160% gain in
ten years.

The “Blue Chip” Insurance
" Company Stocks

A “blue chip” stock is a orime
quality security of a company
which enjoys superior manage-
ment and has a better than aver-
age record of earnings and growth.
The implication is that the past
record is the best guide to the
future. Just as there are blue
chips among the industrial and
utility stocks so there are blue
chips in the insurance group. Gen-
erally, the most reliable method
for spotting a blue chip insurance
company stock is to examine its

.profit margin on underwriting

over the past 10 years, This is
found by deducting the combined
loss and- expense ratio from 100%.
Thus, a 10-year average combined
loss and expense ratio of 94% or
lower.indicates an average under-

" to provide

writing profit margin of at least
6%, which is prima facie evidence
of blue chip status. This is not the
only test but it may be considered
to be the most important of sev-
eral qualifying attributes.

The blue’ chip:insurance -com-

pany stocks tend “to capitalize -to -

the greatest degree on.the appli-

cation of certain basic insuranc

principles,  including: . = . - 5
(1) Diversification among lines
of insurance written. Since it is
rare that all lines of fire and casu-
alty insurance are all unprofitable
at once, the well ‘diversified com-~
pany generally is able to even out
the swings and avoid the excep-
tionally bad underwriting experi-
ence ‘which " less -well diversified
companies might have in -any
given period. :
(2) Geographical diversification.

Thig--involves sufficient size to-

write insurance business in sev-
eral parts of the country so that,
tor :example, tornadoes in a few

western. states would not be dis-:

astrous. to- the company in any one
year. i, S
(3) Building up-a strong capital

.pesition .through the steady cem-

peunding - of -a superior profit
margin -on underwriting business.
Since ‘fire and casualty -insurance
companies - generally follow the
practice of reinvesting all of their
underwriting “profits -and . paying
out in ‘dividends only about half
of net investment income, it can

.easily- be seen that the company
compounding 6% or -more will:
build: up wvalues for.-its common -

stock at a much more rapid rate
than the company reinvesting only
a 2% profit margin on underwrit-
ing. This build up of capital must
eventually be reflected in market
appreciation and in stock divi-
dends and splits. ‘

(4) Greater capital strength aris-
ing from compounding a large
underwriting profit margin means
that there is greater flexibility in

‘the investment of funds and less

Marine Insurance Co. and Conti-
nental Casualty. Company. Assum-
ing the investment of $1,000 in the
stocks. of each of these companies
in mid-1945, the total $5,000 would
now-have grown to-$24,500. For
five other large fire and.casualty
insurance . companies the compa=
rable .gain . was_ from . $5,000: to
$9,360 in the same period. In other

. words,  for the:“blue chips” the .

gain ‘was, 390% -versus an 87%
gain for " ‘the other five stocks.
While it is: often-said that. statis-
ticians can prove almost anything
if allowed to_choose the base year
or" starting ‘point,. practically all
available 'data indicates that the
“blue chips” have by far the best
long-term - appreciation : records.
The fact that these companies are
compounding the highest under- .
writing profit' margins practically

‘insures. that they' will continue: to

hawmwe._super
records. ¢ h )

,'The ' growing ‘investor- interest
in.. these “blue’.chip”. insurance
stocks, particularly on the part of

i.or appreciation

‘institutional investors and high tax

bracket * individuals 'may ' be - ex- -
pected . to: insure. that. ‘they- will
have: superior .- market = demand.
This is especially: true in view-of
the limited supply.of: the -stocks
of these companies.. Year  after
year more pension-funds,.invest-
ment trust, trust companies, edu-
cational institutions and in:mpre
states” even savings banks ‘have

.become ’interested. in ‘the top.in=

surance company:. stocks. The trus-
tees’ lists of approved insurance
stocks. often ‘are restricted to-the
few with the best underwriting
records:

Nal’l Secs. & Hesearch

‘Elects Three V.-Ps.

The Board of Directors -ofNa-
tional Securities & Research Cor-
poration has elected a new Vice-
President and two new resident

likelihood of dilution through the

sale of additional shares of stock
at a price below liquidating value,
Greater flexibility of investment

-policies may mean that advantage

can be taken of investments in

high quality common stocks un- ’

der favorable market conditions.
Of equal or greater importance is
the ability which great capital
strength provides for a company
to grow and develop new forms of
coverage without restrictions

stemming from capital limitations. -
Thus the strongly capitalized com--

pany can take full advantage of
the -important growth character-
istics of the insurance "business.

(5) The so-called “blue chip”
insurance company also tends to

benefit from having the resources

to acquire and develop an able
corps of management talent in
depth. This type of company also

can finance the acquisition of the_

latest - electronic data processing

and tabulating equipment. These’

advantages make possible better
service to policvholders at lower
cost. This in turn facilitates the
acquisition and retention of good
accrints and in other ‘words a
profitable book of business.

(6) Related to the feregeing is.

the “blue chip”.companies’. ability:
“one-stop- shepping”
for insurance by means of the
availability of a full line of cov-
erage. It is noteworthy that most
of the so-called “blue chips” have
acquired life insurance affiliates
in recent years and thus have
made their coverage even more
comprehensive than it was just
three or four years ago.

Five “Blue Chips” -

A study of the price apprecia-
tion .records of 10 of the major
fire and casualty insurance com-
panies covering the period 1945
to the present indicates a distinct
advantage for the five companies
having superior underwriting
profit margins. The  five “blue
chips” were Hartford Fire Insur-
ance Company, Federal Insurance
Company, Insurance Company of
North America, St. Paul Fire &

Pninp C. Smutn  naroud 1. Grothaus

Fatrick J. Raffercy
Vice-Presidents to .the corpora-

tion’s executive staff, it was an-

nounced by H. J. Simonson, Jr.,

Chairman and President. !
Philip C. Smith moves up to

the post of Vice-President from

. that of Resident Vice-President-in

the metropolitan New York area.
Elected Resident Vice-Presidents
are Harold H. Grothaus and Pat-
rick J. Rafferty. Mr. Grothaus,
with -headquarters in St. Louis,
covers the states of Missouri and
Kansas. Mr. Rafferty covers the
states of Main, Vermont and Sec-
tions of Massachusetts . and New
Hampshire.

Now Daly & Co.

BOISE, Idaho — The firm name
of Wegener & Daly Corporation,
First National Bank Building,
members of the New York Stock
Exchange, has been. changed-'to
Daly & Co., Inc. |

f
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;,_Z‘The Merit

of “Secondary’’
Fire-Casualty Stocks -

By ROBERT CHAUT*
Kidder, Peabody & Co., Members New York Stock Exchange

Emphasizing advantage of acquiring issues before they become
Blue Chips, Mr. Chaut advocates buying now. fire-casualty
insurance “sub-blue chips” for 12 to.24 months’ holding,. be-
cause of expected.cyclical sharp rise in earnings.. Shows latter . .
have lately been laggard market-wise. Asserts that basic' sta-
 tistical measurements reveal secondaries as substantially more "/
attractive than prime issues. - Asserts while secondaries- suffer _
: 'z underwriting: losses: during ‘adverse  conditions, in good" times : -
* ', they do half as well as the primary companies.’ Lists problems
;. to be considered along with:the long-term' merits of life insur-
¢~ ance:stocks, including increased” frade competition, . including.
encroachment by mutual funds; reduced profit: margins;.and. ..
impending tax: increases. - ; SRR

I'think -we all  can 'agree’ that
- the best investment policy — and
“this doesn’t apply to any particu-
: lar type of security—is to buy the

" blue chips ‘before they ‘ become-

“"blue chips.. However, as I'don’t
" have a crystal ball, I won’t be able
.~ to give you that information.

. I would ‘like to .talk,. though,
: about the. so-called ‘“secondaries”

- or.what we might term “sub-blue:

" chips” and point, out what I think
are their wery important cyclical
. merits. 'Fire-casualty . insurance

.. company .- earnings = are " cy¢lical.

“‘and so are:the market prices of
their - stocks;. and the. earnings
-cycle appears’io be swinging. up-

© ward. My discussion of the cycli-"

" .cals”is on "the basis of - holdings
"for’' the next 12 to 24 -months — a
period - which - should be one - of

. increasing’ sales. volumé - and

- sharply" increasing - earnings * for

.. this. typeof situation. 4

We must all agree, I believe,

 that’the secondaries are' substan- :

.. tially - inore attractive - than- the
“ blue chips in relation to most sta-
rtistical measuremennts. For com-
parative purposes I have made:up
.- certain basic statistics for five
. good secondaries—five stocks that
;I think should work out well in-
© vestmentwise- over the next few
. years—and have compared these
statistics with similar data for five

- blue. chips.. The five companies
. -comprising my group of “secon-
. daries” are'Aetna Fire, Employers’
: Group, American Insurance, Home,
- -and Maryland Casualty; and - the
“blue- chips” include ‘Continental
Casualiy; Hartford Fire, Federal
Insurance, Insurance .Co. of North
America, and St. Paul Fire &

" Marine. ‘ .
The - secondaries: currently are

.~ selling at; only 80% of so-called
. “liquidating value”.versus a com-
parable price to liquidating value
relationship of 130% for the blue
chips. ‘'The secondaries are selling
at less than 17 times estimated
1958 investment income ' after

--taxes- versus  a’ similar. price to-

* investment: income ratio of over
. 31 times.for the blue chips. The
dividend yield available on the
basis of current market prices is
3.6% for the secondaries. versus
only 2.1% {or the blue chips. It is
interesting to note that this lower
' yield on the blue chips appears:to
.‘have nothing to do with the con-
.-servatism of the dividend payout
.-Sinde--the blue chips on average

.. are paying out 57% of-after tax

. “investment income while the"sec-
. ;ondaries are'paying out only 60%
.. thereof. I might point ‘out that

the average consecutive dividend

., record . of. the .secondaries is .59
.- years versus 68.years for the blue
. chips,. a difference that is quite
unimportar_mt. o ) )
Basic Statistical Point -

‘We do. arrive at. qn'ga basi¢

.. statistical point in which there is
(.. substantial difference:between the

i secondaries; on'the one hand, and-
" the blue’ chips,.on the other—the-
. *A talk. by Mr: Chaut: before: the. New

" York Society of Security: Analysts, Jan.
29, 1959, -

.as .the blue chips.

so-called - underwriting profit mar=
gin, the profit' earned- on-the in=
surance business. During the mest
recent ‘adverse - earnings- cycle
wkich-lasted close:to. three years

«(I..have used.aggregate" statistics:

for the period:1956, 1957 and" the
first ‘nine months -of 1958), the
secondaries. lost: 4%%- on. their
insurance business while the. blue '

-chips ‘earned 115 % thereon, a dif"

ference of .6 _percentage points, in’.

profit- margin. ‘However," in" the

eight years 1948 through 1955, a.

‘period in which"the cyclical’fac-

tors -atfecting - the -industry were
relatively .minor,: the secondaries
earned 4.7% “on“their " insurance’
business © wliile the " blue  chips
earned 8.8% thereon. 1t seems.to’
me that :the conclusion that can
be ‘drawn . from these figures- is
simply’ that ‘when things are. bad.
for .the industry, they are very.
bad for:the secondaries. But,*in’
good. times, ihe secondaries -do:
somewhat better than half'as well-

Leverage on Underwriting . --
Now, let us look at what I-con-
sider the most important factor:in
this comparison—leverage on the
underwriting account. Currently;
the secondaries are writing some-,
what imore than $1.50 of premiums
of every. dollar. of market value
of their stocks while the blue
chips are writing a little less than -
$0.70 of -premiiums per. dollar :of
market value. In other words, the
premium to-market leverage fac-

tor 'is approximately . 2.3 times
-greater in the' case of the sec~

ondaries than in" the "case of 'the

.Treasury’s recent proposa

" tended to move behind the blue
..chips in the recent upswing in the
cyele suggests, T think, their rela- -

tive attractiveness at this time:
Problems Facing the Life
Insurance Industry | -

I think there are good reasons
for-belief in the long term merits

. of life insurance stocks. However,
I should like. to point out just a

very few factors which may keep

~ the outlook somewhat less rosy
.. than.might appear on the surface.

First, there has been a great in-

. i+ crease .in competition;. there are
.-now:-more than- 1,300 .companies
.-in_the: life :insurgnce business as-
.~against. only about 650 in as re-

cent a year as.1950.. Additionally,

'j .Lhere,hag been increasing compe-
.- tition. from " the mutual funds for
.the savings dollar, particularly. as

the.result.of the inflationary cycle.
Perhaps variable annuities may bé

7" the“life "insurance “industry’s .an-

swer to.this competition, but it is
still'too early to'tell. :

Secondly, there has been a great
increase in ' lower profit margin
business put on the life insurance
company’s books .in. recent- years
~—group and- term. life insurance

particularly. Thirdly, there have"

been sharp reductions in premium
rates ‘which should bring about
lower. profit margins.  The intro-
duction of a new mortality. table,
recently approved by the National
Association of Insurance Commis-
sloners,  will | further enable the
competitive-minded companies to
reduce ‘rates even more without
being;. unduly penalized by the
necessity of setting up deficiency
reserves, ]
The Tax Threat
Most  important,” perhaps, from
the shorter term. point of view, is
the ‘question of increased Federal
income ‘taxes for the life insur-
anceé “ihdustry., Before discussing
any of ‘the "details relativ? to the
for in-
creased taxes, I should like- to
quote from the New York “Times”
of Jan. 26. In an article discuss-
ing the oppeosition  of certain
large ‘mutual life insurance com=
‘panies . to .this tax proposal, the
“Times” says, “Twenty-four mu-
tuals. complained in a recent state-
mént  that the plan would dis-
criminate’” against conservatively.
managed- companies. and is so
complex -as ‘to be almost -incom~

blue chips. I think the conctusion - - °

that can be drawn “is:that ‘while
the secondaries —in a period ‘of
reasonable’ underwriting profits—
earn only a little: more -than half
the margin of profit-of ;the: blue’

chips,.tire leverage on the former’s.. .
business is more. than .double.that - * '

of the blue chips.so that on,a simplé
statistical . basis, the. secondaries’
per-share earnings in relation.to

market value work out -approxi= -

mately the same as for the blue
chips. o OE gy L

One final point, and an. impor- "
tant one, relates to the . market
movement of the secondaries ver-
sus the blue. chips. The last very
adverse underwriting cycle
reached a low point around the
end of 1947. During.the next-two
years—the- period . of: substantial
upswing in the cycle—the second-
aries-moved .up. 70% -in -market
price while the stocks of the:blue
chips rose -only 58%: -
esting to'note that since the highs
of 1955—prices-reached just-be-
fore the most recent-adverse cycle
affected the jndustry == market

" prices of the fire-casualty.insur: .

ance stocks moved down sharply
and have come up relatively 'well
inthe last “year:or so. However,
the ‘secondaries are still’ selling
5% lower than their 1955.highs,
while-the blue-chips have moved
to 4.point where they. are-18%
above the: highs reached .in 1955,
The fact that the secondaries have

1t is inter- .

- _trom

_serve requirements.

. debt takes

a tiny slice

prehensible.” I should now like to
discuss the Treasury’s plan.

Many questions remain con-
cerning several of the technicali-
ties of the Treasury’s proposal so
that my discussion of.certain-cal-
culations I've made must be taken
for. what they’re: worth—purely
as estimates, and extremely tenta-
tive ones, at that. . v .

Since 1921, the -life insurance
companies have been subject only
to a. tax on investment' income.
Under the so-called Mills Plan—
which has been operative in' re-
cent. years—the companies. have
been subject to a 52% tax on 15%
of their net investment income, .on
the theory that 85% of.investiment
income was‘needed-to satisfy re-
This same
formula was used by each com-
pany in the industry. Uhder so-
called Step ‘1 of the Treasury

proposal — now being studied by

the House Ways and Means Com-
mittee “— a basic change in the tax
on - investment - income ‘is ‘pre<
sented. Each' company would
compute its own tax base solely
on the basis of its own experience
through use. of the so-called
Menge formula with certain ad+
justments. ‘I've made some very
-rough .and . very . tentative csti+
mates for eight major stock life
insurance companies and the
average proportion of investment
income (on the basis of 1957 fig+
ures) that would be subject tq
the full -corporate tax would be
23% thereof rather than 15% un-
der the Mills Plan. Secondly, and.
most important, under Step 2 of
the .Treasury propesal, all other

_.earnings, over and above the in-

vestment income subject to cor-,

"' porate rates, would be subject in

effect to a 269% tax. :

On the basis of Treasury esti-
mates, using 1958 figures, the total
tax. bill for the industry would
rise from $315 rhillion (under the
Mills- Plan) to $500 million, or
59%. However, and most impor-
tuals ‘with the stock companies’
would be hurt more than the. mu-
tuals with the stock comapnies’
tax bill rising from $75.6 million

to. $160 million, or 112%; taxes.

on ‘mutual companies would go up
from $239.4 million to $340 mil~
lion, or only-42%.

Furthermore, it appears that the
larger well capitalizéd stoek life
companies. — -those in which I
assume analysts have the greatest

THE BUDGET DOLLAR

AGRICUL TURAL JEVE.OPRaN!

HOUSTRIAL DEVEIOEMENT

PROTECTION OF
PERSONS & PROPERTY

' Puerto »R’icd"'s'
BUDGET

In pleasant contrast to the heavy debt burdens
" of many governments today, only 2.8% of the
*. Commonwealth budget of Puerto Rico is needed
to meet current debt service. While Puerto
Rico’s debt since 1940 has.remained at a re-

" ‘markably low level, its taxable resources have -

%

. ‘multiplied many times over,

- Education, health and publi¢ welfare account
- . for over 50% of Puerto Rico’s 1958-59 outlay for.
, public expenditures. Furthermore, roads, bridges
and communications call for 7.8 % and industrial
and agricultural development for over 10%. .

: " Puerto Rico’s public Tevenues are being wisely

"~ "GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO

that
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interest—would be hurt more than
the 112% average. This comes
about because of the ‘fact that
many of the new and small stock
life insurance companies which
were subject to the Mills Plan tax
on investment income only,
would; in effect, be able to mark
their underwriting losses off as'a
deduction against investment in-
come, with their tax bill actually
being. cut.. The larger companies
would be expected to make up for
this decline in tax. . .
On' the basis of estimates I've
made for eight major life- insur-
ance companies (using 1957 earn-
ings), their tax bill lookslike it
would .rise on the order of. 150-
160%. Translating this discussion
into. analyst’s talk,.I might point
out that these eight. major stocks
are now selling at 25.3 times re- -
ported’ 1957 earnings. . If ‘the new
tax” proposal hiad.been.in effect,
my very rough estimates show
the . price/earnings - ratio
would have increased to 34.1 times
or, in other words, reported earn-
ings would have been about 25%
lower. , The companies, all pure
life organizations,. on .which my
estimate is based,. comprise Busi-
nessmen’s Assurance, Common-
wealth' Life, Franklin Life, Gulf
Life, Kansas City Life, Life &
Casualty of Tennessee, Life In-
surance of Virginia, and National
Life & Accident. . =~ . .. .
On the basis of so-called ad-
justed earnings—including rule of
thumb estimates for the value of
business in force—the price/earn-
ings ratio would rise from approx-
imately 17 times to about 21 times.
I would like to point out that
there continues to be a very seri-
ous question as to whether this

¢ bill- will- pass. : ‘There. has been

strong  opposition both. from. the
mutuals and the stock companies.
However, there is no doubt that
the Treasury wants and' expects
$500 million in taxes from the life
insurance industry.- If no.bill -is
passed prior to March 15, 1959,
the companies would be: subject
to the law presently on the books,
originally passed in 1942.. Under
this law the Treasury would re-
ceive its $500 million although the
breakdown &mong companies and
between the stocks and mutuals
as a group would be substantially
different than the breakdown of
the tax on the basis of the Treas-

ury’s present proposal.

FUBLIC DEBT SERVICE 2 6%

spent on a dynamic, diversified program: of
development. The results are evident
out the Commonwealth, * R o :
Puerto Rico’s proven capacity to build future
progress and improve the welfare of its people
largely out of cirrent income has-enabled: the
Commonwealth’ to operate with a moderate .
debt burden. Low debt is also a basic factor in
" the soundness of: Puerto Rico’s general obliga~
tion bonds which, at current prices, provide
substantial tax-frée incomie, as do the revenue
bonds of the various Authorities. =

through- -

. FISCAL AGENT FOR THE_COMMONWEAtTH OF PUERTO RICO

O. Box 4591, San Juan, Puerto Rico -

© 37 Wall Street, New York 5, N. Y.
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'The Outlook for
Fire-Casualty Stocks

By GEORGE GEYER*

Vice-President, Blair &

Co. Inc., New. York City

Members New York Stock Exchange

Mr. Geyer asserts fire-casualty stocks are cheaper than the
market, on basis of both historical relationship and value.
Lists management measures taken to improve profit margins.
Cites factors leading to restoration of earning power, including
long-term growth of premium income; and foresees prospective
20% rise in dividend distributions. Points out importance of
inflation as a potentially injurious factor, but predicts its actual
impact will be reduced over next few years.

Fire-casualty insurance stocks
—like the market as a whole —
are at virtually their all time
highs; some 10% above the last
peak in July
of - 1955, and
all ,of 65%
above the
subsequent
lows of No-
vember, 1957,
following 28
months of de-
cline,

Accordingly
the fire-cas-
ualty’.’group
“hardly tan be
viewed as
“sleepers.”
Insurance
stocks gen- .
erally are discounting appreciable
improvement in earnings and if
such betterment doesn’t material-
ize, insurance -equities might
prove vulnerable to sharp de-
cline.

Some suggestion however that
fire-casualty stocks are cheaper
than the “market” is presented by
current and historic price rela-
tionships. As of the close Jan. 23,
for example; our price index of
30 leading fire-casualty insurance
stocks stood at 336.08, equivalent
to just six times the Standard &
Poor’s Index of 500 Stocks at 56
on the same date.

Qver a 30-year period however,
(1929 - through 1958 inclusive),
‘our price index for 30 fire-cas-
ualty stocks has stood on average
at 7.23 times the concurrent daily
average of Standard & Poor’s 500,
at the mean between the highest
and lowest price relationship each
year, Fire-casualty stocks there-
fore would have to advance 20%,
while: the Standard & Poor’s 500
remains stationary, to restore this
long-term, historic price relation-
ship between insurance stocks and
industrials, rails and utilities,

On the other hand, in late 1957
many fire-casualty stocks could
be bought at only seven times
earnings which seemed a reason-
able expectation within three
years—and which now seem in-
creasingly likely to be realized.
Today a representative list of bet-
ter quality insurance stocks—
mostly equities with good insti-
tutional following—are selling on
average at 10 times projected av-
erage earning power which might
be expected around 1963. This
makes the undervalued stocks of
the group good “buys” in my
opinion, but obviously not the
absurdly under priced bargains
they were 16 months ago.

I'd like to interject that with a
portion -of earning power as cy-
clical as the underwriting earn-
ings of fire-casualty companies, it
is impossible to look ahead five
years ‘and say -that any specific
year will ' be a particularly prof-
itable .or unprofitable underwrit-
ing year. “Acts of God” inter-
vene to multiply the difficulty of
forecasting jon the basis of indus-
try and economic factors,

Stocks Selling at Reasonable
. . Earnings Multiples

Let me emphasize therefore that
these insurance stocks are selling
at 10 times the estimated “normal

*A talk by. Mr. Ceyer before the New

York Society: of Security Analysts, J:
29, 1959, r T

George Geyer

average” earning power of five
years hence. This implies plainly
that in good years in which un-
derwriting profits are favorable,
such insurance stocks should earn
more than 10% on present market
prices, while in poor underwrit-
mng years the earnings multiplier
would be higher, .

But will the historic price re-
lationship between the fire-casu-
alty stocks and the rest of the
market be restored, or substan-
Jally reinstated?

I think so, if certain favorable
nfluences upon insurance stocks
which are currcently operative—
2onstructive forces which . have
;aused the fire-casualty stocks to
rise at a 90% more rapid rate
than the Standard & Poor’s 500
in the last four months—continue
to function. |

Management Measures)|

What are some of these favor-
able influences? Really too nu-
merous, with too many ramifica-
tions, to discuss thoroughly in this
very condensed presentation. But
some of the measures undertaken
by management, calculated to re-
store normal insurance profit
margins, can be summarized . as
follows: d

(a) Higher Premium Rates:
Most notably, increased rates for
automobile bodily injury, prop-
erty damage and physical damage
risks, which have been the “big
devils” of insurance underwrit-
ing, accountable for most of the
large underwriting losses of the
last three ycars.

Premium rates for automobile
bodily injury and property dam-
age insurance were raised in 47
states and territories in 1957, and
again in 39 states in 1958, There
have bheen further rate increases
in Ohio, Kansas, California, Ore-
gon, Washington and several other
western states already, in 1959.
Because insurance companies do
not derive any benefit from
higher premium rates until pol-
icies on the books at lower rates
expire, and are renewed at the
higher premium prices, the 1957
rates revisions upward were only
slightly reflected in 1957, and but
partially in 1958 earnings. The
maximum benefit thereof will not
be felt until this year. 1958 rate
increases were felt to rather neg-
ligible degree last year, will be
much more fully effective this
year, but will not be wholly op-
erative until next year,

(b) Agents’ Commissions: On
automobile bodily injury and au-
tomobile physical damage insur-
ance, Commissions have been re-
duced by five percentage points
—which generally represents a
20% reduction in commissions —
by numerous companies in many
important territories. This radi-
cal action of reducing the com-
mission paid to agents represents,
I suggest, a “foot in the door”
which may serve as a lever for
further commission cuts on other
types of insurance, The com-
panies are “playing from a strong
hand” on this point, because so
much fire-casually insurance
really- does not have to be sold,
but must be bought in any event
before an automobile owner can
obtain license plates, or before a

.decades ago.

<

home owner can obtain a mort-
gage, etc., etc.

(c) Reduction of Other Ex-
penses: The fire-casualty business
is “running scared,” and' commis-
sions paid to agents have not been
the only point of attack toward
the reduction of operating costs.
Expenses have been cut through
work simplification' and automa-
tion: there is a trend toward more
clerical work being done by ma-
chines in company offices, (where
it can be handled at lower cost),
than by agents, and similar econ-
omy moves are widespread
throughout the industry. In the
first nine months of 1958 the ex-
pense ratio of 52 leading stock
companies was 39.3%, down from
39.7% in the year before. This is
no large change, but the impor-
tant point is that the trend is
downward, and that the measures
already adopted have by no
means been fully reflected as yet
in the ratio of expenses to pre-
mium writings, The cost-cutting
operations already underway will
becorne more fully operative.

Profitability Factors

Moreover, some of the inherent
investment merits which have
contributed so largely in the past
to making fire-casualty stocks
highly profitable investments
have by no.means lost their po-
tency, . and; should : again . con-
itribute importantly to the’ resto-
ration of earning power. A few of
these factors may be briefly enu-
merated:

(1) The premium writings of
the capital stocks fire-casualty
companies more than doubled in
the decade ended with 1958, and
last year were approximately six
times the premium income of two
Over the last 20
years the premium income of our
capital stock fire insurance com-
panies has' increased by 503%,
while the Gross National Product
has risen 412%. - t

This long-term growth will con-
tinue—for bear in mind, the fire-
casualty business is far less de-
pendent for its premium revenues
upon the production of any single
year, than upon the accumulated,
aggregate value of the property in
existence that must be insured,
or liabilities that should be in-
sured against. Thus last year
about 5,400,000 automobiles and
trucks were produced, compared
with 7,220,000 in 1957. But de-
spite this 25% decline in motor
vehicle production, there were
68,470,000 cars and trucks regis-
tered at the 1958 year-end, com~
pared with 67,163,000 at the pre-
ceding year-end; and it’s the
number of cars in use which con-
stitutes the potential market for
automobile insurance, far more
importantly than the number of
new cars sold in any given year.
Similarly there was some $49
billion of new construction put
in' place last year, and even

‘though a violent décline in con-

struction occurred, we’d still have
a net increase in the number of
homes, stores, industrial plants in
existence—all the real properties
which must be insured.

(2) This persistent -long-term
growth at a substantial rate is
important for another reason; the
growth of premium volume means
the accumulation of larger re-
serves, which constitute funds
available for investment. In the
fire-casualty business the return
on such assets belongs to the
stockholders. of capital stock com-
panies, not to policyholders. In-
surance companies have a very
important nucleus of high grade
earnings in the form of this in-
vestment income—and such earn-

ings tend to grow rather continu-

ously. In 1957, the latest year for -

which actual information is avail-
able, investment income affer
taxes for 30 leading fire-casualty
companies was 56% more than
the investment income of five
years . earlier, and we estimate
that last year investment income

rose a further 6% over the year
before,

(3) Dividend rates on the fire-
casualty stocks should rise -quite
substantially upon the restoration

of underwriting profits to the in- -

dustry. We estimate that last
year the aggregate dividend pay-
ments of 30. leading companies
was equivalent to only 5712 % of
investment. income - after . taxes,
which is a very subnormal pay-
out, With the restoration of un-
derwriting profits we’d anticipate
an over-all increase averaging
about 20% in the dividend dis-
tributions on fire-casualty stocks.

(4) Tax Loss Carry-Forwards
should help accelerate the re-
attainment of profits in amounts
sufficient to justify higher - stock
prices. As an inevitable conse-
quence of the harrowing under-
writing experience of recent
years, many companies of the
fire-casualty group. have very
large tax carry-forward credits
in relation to present stock prices.

In spite of what I have said, I
would hate to leave with you the
impression that all is serene on
the fire-casualty front, and that
the outlook for rapid restoration
of underwriting profits is
thoroughly assured. It isn’t. The
industry is still subject to certain
occupational ills which will con-

.tinue " to: plague: them, :among
twhich two in -particular might be
‘mingled’ out as certainly among

the most important.

(1) Competition: All phases of
the insurance business are becom-
ing increasingly competitive. The
potent direct writers, in particu-
lar, have began to expand beyond
the automobile field which  for-
merly represented their principal
area of operation, and are now
selling fire insurance in a stead-
ily widening territory, at rates
below the prices charged by our
agency companies. Encroachment
also may be expected in the in-
land marine lines. The typical
capital  stock company in which
we are interested has begun to
cut agents’ commissions, -and
thereby make the price of their
product more competitive. . But
one company after another also is

turning to such money-saving }

competitive devices as the con-
tinuous policy, direct writing
company billing, and payment for

policies in advance—all of which 4%

must come because —as previ-
outly referred to—the public is
virtually compelled to purchase
automobile insurance, fire protec-
tion on homes and other cover-
ages, which requires minimum
sales effort by agents and small
demand for service from policy-
holders.

(2) Inflation: As the President
of Travelers Insurance said some
months ago—

“Tnflation, not recession, is the
real danger fdcing the insurance
business and the nation today.”

Inflation—even though it in-
creases insurable values and ul-
timately stimulates fire-casualty
premium income—certainly is not
a bullish influence on these
stocks, because prior to the deri-
vation of any benefits, inflation
raises claim costs, adds to the cost
of doing business —and under-
writing earnings decline or van-
ish until premium rates can catch-
up, often delayed by the regu-
lators of the business.

Belief in continued inflation
seems so widespread, I wouldn’t
care to stimulate discussion of
this point here,
obliged to urge that inflation is
not a current or near-term threat,
because I'm sure that formidable
opposition to this viewpoint
would arise from many sources.
However, Dr. Freund, economist
for the Prudential says that—

“The public has become ob--

sessed with the fear of inflation”
and that. “the stock market re-
flects a too acute awareness of the
long-term aspects of inflation at
a time when the danger of infla-
tion is simply not present.” -

And a spokesman-for; the Fed-
eral Reserve said recently—

and become,
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“As you look at the economy
now, inflation,is a state-of mind
rather than a state of facts.” :

-In any event, certain-it.is that
some of the indices which' should
be most sensitive to threats of
inflation show -"no evidence
thereof. Some economists,. I know,
feel that Reuter’s UK Index of
Commodity Prices. is. a’. better
measure of world spot® primary
market prices. than any: domestic
index—and the Reuter’s.index in
the last quarter of 1958-was re-
cording the-lowest prices in nine
vears,

As to domestic prices, the Jour-
nal of Commerce Daily Index of
Commodity “Prices,: at. the end. of
last year, stood at the lowest fig-
ure since the middle of 1954 —
except. that the index had been
negligibly lower in late 1957, and
throughout much of 1958. = ..

So inflation—currently- at least
-—does not show up nearly so
much .in reliable statistics as.in
conservation. There are tangible
factors to restrain inflation  .in
this country — wholly aside from
our .large, unused. production
plant capacity; foreign- competi-
tion with our manufactures is in-
creasing continuously; we also are
afflicted with a continuing high
level of unemployment. These
things . suggest, to me,  that the
average claim settlement. cost of
the fire-casualty companies will
not be: rising over the next few
years, at the rate of the last few
years—to the betterment of earn-
ings.

Sidney L. Weedon With
Gooke & Lucas

Cooke & Lucas, 120 Broadway,
New York  City, members of the
New York Stock Exchange, have
announced the - appointment of

Sidney L.

Weedon as

manager  of

institutional
sales.

Mr, Weedon,
formerly as-
sociated with
Fidelity Fund,
Inc. and Pu-
ritan. . Fund,
Ine. of Boston,
has been ac-

- tive in  the
distribution of
mutual funds
for more than

20 years.

Mr. Weedon served as a colonel
in the U. S. Army during World
War II and was military attache
at several European capitals.

Mr. Weedon joins. Cooke &
Lucas.at a time when the firm is
celebrating its 25th annjversary.

Revel Miller Adds
(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—Thomas
Zee has been added. to-.the-staff
of Revel Miller. & Co., 650. South
Spring Street,: members of the
Pacific Coast Stock Exchange. He
gas formerly with J. A. Hogle &
0.

Two With Mitchhm, Jones

{Special to THE FINANCIAL OHRONICLE)

LOS ANGELES, Calif:=Orville
E. Cockley and Edward W,
Schroeder are now with.Mitchum,
Jones & Templeton,  650. South
Spring Street, members: of the
New York and Pacific Coast Stock
Exchanges. "Mr. *Schroeder - was
?:reviously with Schwabacher &

0.

Two With-White & Co.

. (Special to THE FINANCIAL CHRONICLE) -

ST. LOUIS, Mo.—John J. Mec-~
Donough and- Anthony J. Pod
have become. -associated: with
White & Company, ‘Mississippi
Valley Building, . members-of the
Midwest Stock Exchange: Mr. Pod
was - previously> with- William B,
Milius & Co.

Sidney L. Weedon

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




Volume 189 Number 5822 ..

The Key Economic Issues of 1959

By DR. H. E. LUEDICKE*
- Editor, “Journal of Commerce”, New ‘York City

Dr. Luedicke’s business cutlook views for 1959 revolve around
‘whether Government  will -pursue an «nflationary or an anti-
.. inflationary approach :to economic : stimulation, -He . believes- -
-+ the advocates of -the former -are likely to sell the idea that:
“their brand of inflation really is not inflation at all” and, if
- they- are successful,: it will finally prove the stock market to
“have: been right all along. The business editor’s summary of
1959 indices includes the reminder- that continued price infla- |
tion" will ‘depress our exports right out of the world markets.

We- have ‘reached ' the tail end
.of:the annual forecasting season.
That - means. .we ' probably -have
+heard: or read : )
“itall“This z
puts:-a-special
- ‘strain. on -still
another out-
l1ook discus=~
sion., . ;0
:Ifanybody.
were to ask. .-
today - for :the
“best’fore-
cast, we prob-
ably. would

proves maost
correct—what
else?. But the best one is not nec-
essarily the one that hits all major
economic indices “on the nose.”

The Best Forecast

To be sure, an economist who,
a.year ago, had forecast that the
gross. national product would
close out 1958 at an annual rate
of $450 billion, that the FRB pro-
duction index would be back at a
point of about 140, that the BLS
wholesale price index would end
the year at 120, and that the Dow
Jones average of industrial stocks
would perch near 580 would have
good reason now to feel gratified.

There must have been some
forecasters who came up with this
four-way parlay, even though my
file of 1958 forecasts fails to show
even one.

. That, however, is not the real
reason. What counts is how much
good such a four-way forecast
would have done in the conduct
of one’s own business. Probably
not very much, because one would
hardly have accepted it at face
value, not-even in the case of a
forecaster with a recognized “good

Actually, the annual index
guessing game is only a relatively
unimportant  part of business
analysis.

"The “best” forecast is not neces-
sarily the one that hits all major
indices “on the nose,” but the
one that gives the best explana-
tion of underlying economic forces
that are likely to detérmine  the
business tirend in any given
period.

Post Mortem on 1958

At last year’s A.B.A. National
Credit Conference, we summed
up the: outlook by saying that
“what really matters is that 1958
probably will bring the test of
whether our economic system can
work itself out of an even
moderately difficult predicament
without quick recourse to more
- inflation.”

The test came—as annbunced—
and the result was negative: we
couldn’t shake the recession with-
out a stiff dose of new anti-
recession medicine. We didn’t
even try.

The obvious theme of the 1958
.. forecast was the question of “How
Much Recession?”

Opinions, at the start of the
year, were quite sharply divided.
Some -etonomists rhissed thée low
point of ‘the recession; some
missed the turning point from 3 to

Heinz E. Luedicke

¢ .*An address by Dr. Luedicke before
the 11th National Credit Conference
sponsored by the American Bankers
{"Association, Chicago, Jan. 23, 1959,

v,

vk o

9 months; and some missed both
depth and duration. - . ;
Most of those who went sour

~ last year did so not because their

lide rules ‘were not working’ but

~because they erred in.timing the
effectiveness  of the ' ‘corrective
-(anti-recession) government meas- .
-ures ‘that 'were" initiated ‘during
-the early part of the year.

There was a widespread belief
early last year that, because of
frequent repetitions, govern-
mental pump-priming efforts
would be less effective than in the

preceding recessions. At any rate,
‘it was generally thought that it
would take from : 6 to 9 months
“before the new anti-recession

measures would take hold and
throw the switch around. This
would have: pushed the: start: of
the ;:recovery. :into  the  third or
fourth quarter of 1958. Instead, ‘it
started in May. y

We were among those who ex-
pected a 6 to 9 months’ time lag
before the anti-recession medicine
would take hold. This threw our
timing of the recovery start off.
We did not doubt that higher
government spending, in -its
cumulative impact, would bring
about recovery; bui we guessed
wrong on how quickly the in-
crease in government spending
would become effective.

Thus the economy emerged
from 1958 with a new concept of
the effectiveness of government
spending. Instead of gradually
losing its snap and effectiveness—
by repetition—Ilast year’s experi-
ence proved that the anticipation
of such automatic bailing out
operations — based on the belief
that the Administration can no
longer afford to let the economy
slide off — can and will bring
about a more rapid effectiveness
of such programs. While it is true
that the dose of anti-recession
mec_licine probably will have to
be increased each time, recessions
will move closer together, the
cycles ending up steeper but also
shorter.

This 1958 experience should
prove helpful in the analysis of
the 1959 outlook.

Major 1959 Perspectives

The chief key to the 1958 busi-
ness trend was government spend-
ing. The same will be true in 1959.

Last year, higher government
spending was the logical offset
for the declines in all three major
areas of business spending; plant
and equipment spending, inven-
tories, and exports. Without this
offset, consumer- spending would
rnot have held up as well as it
did, because consumer spending,
as a factor in GNP, is a function
of business spending and govern-
ment spending combined.

How does the outlook for 1359
compare to last year’s pattern?

(1) Plant and Equipment
Spending. This type of business
spending was the main factor in
the recession as it dropped from
an annual level of $37 billion to
$30 billion last year. This drop
exceeded the early 1958 expecta-
tions, and it was not until the
final quarter of the year that the
preliminary estimates for 1959
were raised moderately. The 1959
total is now estimated at perhaps
$2 billion above the recession
rate. This is hardly enough to
push the upturn into high gear.
The 1959 pace will make up at

‘pattern,
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best. about half of the 1957-1958
decline, unless the general recov-

ery is speeded up by an inflation-

ary breakthrough. )
(2) Inventories. Wrong inven-
tory guesses were primarily re-

sponsible for the overoptimistic"

forecasts early last year. Official
estimates did not anticipate that
inventory liquidation would be.
come a serious factor in 1958, par~
ticularly the first half. o

* The 1958 decline was estimated
at from $2 to $3 billion (annual
rate), as things turned out,” the
actual drop was' just-about twice
that much. Thus, the drop in in-
ventories actually ‘was as severe
as, if not more so than, during the
two -preceding “inventory” ‘re-
cessions., © ¢

‘It now is a foregone conclusion

that the inventory:trend this year.

will“be upward; it is 'still uncer-
tain, however, -how ' much total
business inventories ‘(manufactur=
ing: and --distributors’- stocks
gether) will rise.

Here, too, the -decisive - factor

will be whether or not inflation-
.ary fears will stimulate purchases.

This, in turn, will largely depend
on commodity prices.” To date,

reflect. the  improvement in: busi-
ness and-a whole string of inter-

national uncertainties almost com-. -

pletely.

On the basis of current condi-
tions, -estimates now put the in-
crease in‘inventories this year at

somewher= in the neighborhood of -

$2 billion or a bit higher. “Much
will depend on this year’s strike
It would take - serious
strike fears or supply- interrup-
tions to induce anything like
hectic inventory purchases. The
steel industry is currently urging
its users to step up their pur-
chases in order to be better pre-
pared for a midsummer strike.
Last year’s liquidation carried
total business inventories down
from $91 to $85 billion. Accumus
lation this year—without an assist
from more inflation—could bring

the total back to $88 billion or so. 4

After last year’s experience, it is
advisable, however, to keep in-
ventory guesses at ~this time tenta-
tive, particularly since they could
easily prove wrong in either di-
rection.

(3) Exports. Exports also are
expected to show some recovery
this year although there is little
chance that last year’s drop will
be recovered. %

Any sort of inflationary break-
through—contrary to its impact
on prices, inventories, or invest-
ment spending — probably would
have a further depressing impact
on imports—as any shot of extra
inflation from now on would fur-
ther tend to price us out of world
markets.

More or Less Momentum?

One of the most critical ques-
tions today is whether the recov-
ery has reached the point from
which it is likely to gain mo-
mentum—as if moving in its own
orbit—or whether it still is in
danger of being drawn back by
the gravitational pull of the earth.

When the recovery started,
many economists and business
men suspected that it would prove
a false alarm; that it would
merely be a hump in the down-
trend. -‘When it kept on going,
those who remained unconvinced
that it was the “real thing” al-
lowed that a W pattern (similar
to 1954) might be shaping up.
Still a while later came their ad-
mission that perhaps nothing
worse was in the picture than a
slowdown in the recovery pace.
Since late last fall, this possibility
has been under a sort of “on-
again-off-again” discussion. Thess
have been golden days for the
“indicator boys,” meaning those
economists who primarily rely on
the tracing and analysis of a spec-
ified group of statistical indi-
cators. .

The trouble with this school of
thought is that, during periods of
transition, the picture often

to-

changes 'so that a considerable
amount of confusion reigns.

The fact that some four out of
five forecasts for 1959 turned out
“moderately bullish” was' due to
this particular forecasting ap-
proach. ‘The followers: of this

theory do not believe that the re-

covery has already reached the

‘point from where it can proceed

under its own momentum, y
They are right.in stating that
the GNP sector-by-sector analysis
up to now has not ‘yet come up
with anything like an:even rea-

sonably firm forecast. The current .

preliminary GNP, estimates could

‘actually’ indicaté anything. from a

fairly snappy improvement this
year'to .a.barely unchanged level
of business, . "

-This leads to the conclusion that.
this year once again .a .great deal

*will depend on the factor of. gov-

ernment spending.

“The Role of Economic Policy
.Thus any outlook discussion for

‘1959 falls into two parts:

-(1) ‘The-question of how busi-
ness is likely to develop if left to

¢ 4 ) ‘its own devices.
commodity prices have failed to -

.(2) How this pattern may be
changed through additional. gov-
ernment stimulants. -

If tied to a $77 billion Federal
budget which would be consider-
ably more deflationary than the
current one with its $10 to $12
billion deficit, much would de-
pend on how soon the 1958 anti-
recession program loses its kick.

Under such circumstances, the

prediction of a reasonably good
year — but nothing sensational —
would indeed make a lot of sense.
This might mean a GNP within
the range. of $465 to $480 billion
by the end of 1959, industrial pro-
duction between 145-150 in the
FRB index, a BLS commodity
price index just a little higher
than currently, and a stock price
average anywhere between earth
and outer space. :
Within this concept, some sec-
tors could go decidedly sour, how-
ever. ' Unemployment already is
showing some signs of stickiness.
The hopes for a new housing
boom are not yet solid, unless they
receive a new inflationary kick.
Investment spending may fail to
blossom out this year.

It is easy enough to say that
there is nothing wrong with the
outlook that a good shot of infla-
tion could not cure, at least tem-
porarily.

The problem is complicated by
the fact that the doctors do not
seem able to agree on a cure.

There are currently two widely
split schools of thought in Wash-
ington on this subject: those who
are willing to rely on the econ-
omy’s own momentum and those
who figure that another extra
push will be needed to break
through the current plateau with
its moderate upward tilt.

The Administration under Pres-

:nomic stimulation.

.‘favoring the

877 13

ident Eisenhower is betting on a
balanced budget—or at-least on
reasonable restraint in fiscal af-
fairs. , .

The big question is how far the
Democratic Congress will go along
with such a concept. - - -

This alternative means that the
next trend direction could go
either -toward renewed Teces-
sionary pressures or toward an
inflationary breakthrough .that
would spread .inflation from’ the
stock market into other economic
sectors,

Another housing boom — rather
than an automobile spurt—might
spearhead ‘such -a ‘move, -under-

.scored by a.-further. boom in
.public spending generally. ;

The controversy is of course on

‘between an ‘inflationary ‘and an

anti-inflationary approach-to eco-"

Those opposed to: inflation-are
saying so quite ‘bluntly.' Those
inflationary  ap-
proach are less direct. They don’t
call their approach inflationary
but rather present it as “the only

.way that infiation can be broken.”

. This approach is not exactly .
new—but the idea of spending the
fruits of fiscal growth before.tl_ley
are harvested seems to be gaining
ground rapidly in’' Washington
now. .

The way this controversy. is
decided will determine the .1959
business pattern and.that of 1960
as’well, In the absence of,a nose
countof “thesnew. Congress, : the
most reasonable assumption is to
expect a compromise which would
‘improve the 1959 outlook moder-
ately further. i

This controversy also includes
the risk- of a more general infla-
tionary breakthrough, however.

If Mr. Keyserling and his
friends succeed in selling the idea

_that their brand of inflation really

is not inflation at all, Congress
could  get sucked into another
spending program this year that
would finally prove that the
stock market has been-right all
the time.

McCourtney-Breckenridge
(Special to THe FINAMCIAL CIHRONICLE)

ST. LOUIS, Mo. — James A.
Breckenridge has joined the staff
of McCourtney - Breckenridge &
Co., Boatmen’s Bank Building,
members of the Midwest Stock
Exchange.

Now With Bache & Co.

(Special to Trz FINANCIAL CHRONICLE)
RALEIGH, N. C—E. B. Lang-
ley is now with Bache & Co., 130
South Salishury Street.

Morrison Adds to Staff

(5pecial to TuE FINANCIAL CHRONICLE)
CHARLOTTE, N. C.—A. C.
Hewitt, Jr., has been added to the
staff of Morrison and Company,
Liberty Life Building.

Alexander W. Moore, New York Hanse-

atic Corporation, is a member of the board of

governors of the Boston Securities Traders

Association. His photograph was inadvert-

ently omitted from the members of the board

given in the special picture section of,the.

Feb. 12 issue of the “Chronicle,”

Alexander W. Moore

gitized for FRASER
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Preservation of Nation's Suehgth?;, -

nursday, repruary 19, 1959

in the last half of the last century .
and in the early part of this-cen-'
tury Tresulted in ‘the anti-trust’
laws now  being aggressively en-’

Keeping the Store Open

By E. 1. HANLEY~*

President, Allegheny Ludlum Steel Corporation,
Pittsburgh, Pa.

Steel industrialist urges cost.of modernization still to be done

in American industry, which

‘he relates is $95 billion, be

started .quickly amd energetically to maintain our pprosperity
and ‘international competitiveness. Mr.. Hanley singles out
three problems affecting our future as power -of big labor,
inflation and growing foreign competition, and recommends we
overcome these problems by .improving our productivity .and
moderating wage cost increases, revising our fax :laws to
encourage . capital .investment, and ‘by making price ‘level

. stability -a principal economic policy..

Jmportant as technical problems
are to.us, we face more than just
technical problems in.our .indus-

‘tries and, with their affiliations,
‘more than one industry. We hear
.of the Teamsters Union planning

forced. Abuse. of -power on the
part of big labor could have sim-
ilar results as the public’s realiza-

tion grows of the extent of the

pendulum’s swing. .
The power of labor has a sig-

nificant, if not governing, influ-"
, ence-on the next two forces that”
concern the operation”of our store,*
. namely inflation and growing-for-

eign competition.
Inflation

Keeping the store open with the
‘problems of creeping .inflation’,
today and the thredt of gdlloping /
inflation tomorfow- is a 'major’
;problem for the businessman.,Dr.’
Arthur F. Burns, the noted. econ- , -
.omist, said in October: “Coptinued : .

try and in American industry gen- -to -encompass all transportation jnfiation not only .mars a nation’s

erally. The to~- .
tal economic-
and political
climate of our
land has a di-
rect effect on
what we do
today and
what we shall
be able to do
tomorrow.
Moreover, -
changes are -
taking place
in 15‘ha§chcli-t- '
mate a
make our job Hetox
of keeping the store open a dif-
ferent and more difficult job than
it has ever been in the past.

Keeping the store open; pro-
viding better merchandise for the
customer; maintaining "a good
place to work, with proper re-
wards, for the employees; plan-
ning improvements in the store’s
efficiency; keeping the. public
aware of the store’s role in the
community; organizing for the fu-
ture growth and profitability of
the store—these are the day-to-
day problems that we face. i
Thet - biggest problem of all, of
course, is'the future of the store.
Will it be open the day after to-
morrow? Will another store come
along with greater consumer ap-
pear and with lower prices?

I am not al all sure that the
political climate, as indicated by
the results of the recent elections,
will ‘be such as to simplify the
problems of keeping the store
open. The political writers have
Dbeen analyzing the results. of those
clections from many angles—na-
tional trends, local influences,
causes for victory and defeat. T
am no political expert and I can~
not argue with their many conclu-
sions,- However, there can be ‘no
coubt that-a greater number of
rovernors and state and national
legislators were elected with the
assistance of organized labor, That
‘s,a dramatic illustration of the
further extension of the power of
labor in elections.

Forces At Work'

The great forces shaping our
future are many. Perhaps we are
not wise enough to see them all
foday. But it seems to me that
il.e apparent forces likely to have
‘he greatest effect on our 'ability
to operate our bhusinesses in the
future are these: '

(1) The power of big labor,

(2) Inflation.

(3) Growing foreign competi-
tion, )

Earlier in this century, labor
Tfought a battle to establish the
right of American workers to or-
ganize and to bargain collectively
through representatives of their
own voluntarv ' choosing. That
battle ended 20 years ago. The
changes were long overdue. It was
time for the pedulum to swing—
and it swung.

But has the pendulum swung
too far?

I_ think it may have. Labor
unions now cover entire indus-
*An address by Hr. -
Buffalo Regionaly Tecbl:iiglleyM‘;ft‘;;eg ﬂ:;
#merican Iron and Steel Institute, Buf-

falo/N, Y. T

gitized for FRASER
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industries. “The merger of ‘the

L,AFL-CIO came about with -barely

‘the slightest murmur in the na-
‘tion’s capital that this might be
‘in any way against the -public
-interest. ¢
-Over the years, labor has be-

‘come so strong that it has virtu-
.ally forced industry-wide  bar-

gaining in industry after industry.
‘The power of labor has even in-~

‘ternational connotations, .as evi-

denced ‘in the recent .decision to

‘consolidate the power of seamen’s -

unions throughout the world to
boycott. vessels flying “flags of
convenience.” . I do not argue the
merit of this dispute. I simply
point to the facts.

Incidentally, in discussing the
power- of big labor, I hope that I

‘will not be misunderstood. I am
-not “against labor.” Far from it.

The men and women who are the
employees of our company are the
principal asset of Allegheny Lud-
lum Steel. . We work -successfully
in our plants with the elected rep-
tresentatives of unions represent-
ing our employees, in a spirit of
mutual understanding and toward
common equitable goals. I am
happy to say that our relation-
ships are -excellent.

Two weeks ago, the United
States Circuit Court ruled.against
the proposed Bethlehem-Youngs-
town merger because of the ‘pos-
sibility, as the Court saw it, that
competition’ might be decreased,
‘or ‘the opposite — that monopoly
might . be encourageg. Certain
Senators have complained about
the size of General Motors, saying

-that corporation is “too big” and

should be broken up. Yet labor is
speeifically excluded. .from our
anti-trust laws. No one proposes.
that labor combinations be re-

-strained.

Some companies, in -order .to
offset the power of unions using
divide-and-conquer tactics, .are
now -combining their . resources.
We have.seen this kind of collabo-
ration recently in the airline
field. . ’

No “Underdog” Today

I honestly belizve that the gen-
eral public has little or no reali-

‘zation of the power of big labor

in the United States today. Some
30 years ago labor was the “under-
dog” and- somehow people ‘erro-
neously believe this still to be
the case. . *

But labor is far from being an
“underdog” today. It commands
vast material resources. It has at-
tained, generally speaking, an
excellent position in ‘the public
prints. Its people command the
attention of, and in most cases the
respect of, management, commu-
nity opinion leaders, editors of
important publications, and the
public, generally, j ’

Labor’s greaztest power, how-
-ever, is its ability to force un-
economic wage increases on
Ame-n_can industry. The power of
labor 1s now such thdt it can al=
most dictate, and with the aid of
sympathetic government adminis-
trators can all but impose, terms
of wage settlements in a growing
number of industries. ‘ ¢

_ "Abuse ‘of power by big business

;prosperity; . it -may al§o .er}danggr
it by striking more-directlyat its
roots.” i "

_Inflation, no matter how:little *

-or ‘how great, does in 'fact strike
directly at the natien’s roots. It'is
cértainly .the most serious. prob-

lem of our time. Fortunately, the:

public is-becoming aware. of. the

problem of inflation, having felt:
‘the. impact of the: wage-price

spiral during the postwar period.
Budget deficits in Washington,
monetizing the. public- debt, the

-effects of World War II’s economie», 7~ 475 s
:Quotes Washington on the Budget

imbalances, and the public pres-
sures that will nct allow govern-
ment to tolerate even a corrective
“deflation in the economy — these,
and other, factors contribute  to
inflation. ~ For the businessman,
however, wages are the most im-
portant direct factor in the picture
today.

.Dr. Burns has a pertinent com-
ment on this: “If the .price of
labor rises' energetically during
times of “expanding business, as
we know it commonly dees;. but
if.it fails to decline, or even rises
further, during recessicns,jas. it
‘has of late; then it seemsiclear
~that wages are bound to exercise

more oy less steadily an upward

'push on prices, unless improve-
ments in
much ‘larger than they have. in
recent times.”

This terrible economic malady
of inflation - strikes at the .lives,
the homes, the pocketbooks, the
savings, and-the futurc welfare .of
every one of us. There are three
principal ways in whi¢h inflation
strikes at the nation’s roots: '

* (1) Inflation distorts the  ac-
.counts - of - business ‘firms  and
thereby -creates -an -illusion "of-

‘profits when, in actuality, capital

.is being consumed. )
: +(2) TInflation reduces the na-
,tion’s ability to sell in ‘foreign
;markets. .
+ (3) _Inflation .is always apt.to.
give rise to expectations of fur-
ther “inflation. Once such public.
‘attitudes become widespread, ex-
tensive speculation in commodi-
-ties, real -estate,” or securities in-
.evitably occurs — leading‘to the
general ‘collapse of the economy.
We have been witnessing the
growing public alarm over the
wage-price spiral, which' is ‘a
principal symptom of inflation
today. It has been noted that this
spiral has defied the laws of clas-
sic economics and that it appears
to be the opposite of classic infla-
tion, which is too many dollars
chasing too few goods.

Today’s Inflationary Psychology

‘Nevertheless, there does exist
a widening public inflationary
psychology today, and it is direct-
ly connected with the wage-price
spiral. The spiral has shown. in-
creasing resistance to the effects
of weakening demand, which
might have been expected to re-
duce costs and to lower prices in
times of recession. ‘What has hap-
pened instead? .

.During ‘the recession of 1949-50,

Continued on page 28
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Contingent on Balanced Budget |

o " By DONALD R. BELCHER*
Formerly: Treasurer of American Telephone and Telegraph Co. ; i

-For 33 'Years; Professor at University. of California,:and -

Assistant. Director of U. S. Bureau of the Budget. .

Little known in Geb:geEWa;Lington’s_ famous farewell address, v
according to a former-A. T. & T. Treasurer, is his.resolute ad- ...~
monition 'against: Federal fimancial dishenesty.. .Mr. Belcher - -

recalls Washington’s proscription on.avoidable debt and spend- -

* George ‘Washington- by taking:

‘Four “weeks ago, the. President

~of ‘the United States presentedto
‘the Congress his budget for 1960

in--the’ amount . of $77. billion.
.From personal experience, I know:

that - tew. subjects generate - as-
“much~‘heat. and controversy  as

‘does the’ problem of the govern-
ment’s -budget, - At this. moment,
/the ‘“Battle .of 'the ; Budget’—in:
-the halls.of Cengress and through-
out the.nation—is on. As citizens
We oughtto be forming our opin-
‘ions‘and-expressing them to -those
who ‘rep}-esent us “in Congress. :

We each have a special piace in
our hearts for the Father of our
Country, and I've done a little re- -
search: ‘on. George "Washington’s
budgetary and ' financial -opera-
tions for the new Republic of his
-day. We are accustomed to think-
ing of his farewell address pri-
marily as a warning against fac-
tions at home and. entangling alli-
ances abroad. But that very dur-
able curtain speech went farther,
and I'm ‘going’ to. quote a- few
lines to set a perspective for what
else T have to-discuss,

‘Here is what' he had
about budgetary policy:

“...As a very important source ,
of strength and security, cherish
public_credit. One method of pre-
serving it is to use.it as sparingly
as possible, avoiding-occasions. of
expense by cultivating peace, but
remembering ‘also that timely dis-
bursements to prepare for danger
frequently ' prevent much greater
disbursement-to repel it. Like-
wisey - aveid: the - accumulation of

to say

“debt, not -only. by shunning  océa-

:sions_of expense, ‘hut- by vigorous

-exertions. in time of peace to dis-’

charge -the "debts. which-unavoid-=
‘able wars, have occasioned, not
ungenerously  throwing' upon pos-
‘terity “the burden.which we our-
selves .ought to bear.” .

You ' may -recall’ .that when’
‘Washington [first took: office  all
debts contracted by the Confed-
eration and the several States in
«conducting the Revoluiion were
in default, depreciation of the
seurrency --was reflected  in the
phrase — “not- worth a conti-
nental,” and'the land was swept
by “inflation.. Under Washington’s
magnificent leadership—with the
able assistance’ “of Alexander
Hamilton -and in the face of bitter
‘opposition on:the part of other
‘members of his Cabinet and many
Congressional leaders—all indebt-
‘edness was refinanced, revenues
adequate for interest and amor-
‘tization as well as other Federal
-expenses -‘were provided through
taxation, and the first Bank of the
‘United States was established.
The foundation had been laid for
sound credit and financial integ-
rity.

Less well remembered, perhaps,
are the tribulations which George
Washington suffered at the hands
‘of his compatriots. For that rea-
son I quote briefly from a letter
which he wrote to Thomas Jef-

*An address by Mr. Belcher befere the
'Dinner of Sons of American Revolution,
Westfield, N. J.,; Feb. 14, 1959. The
_author is currently reviewing budgetary
‘procedures at University of Pennsyl-

vania.

ing, andl- fortitude  displayed . in achieving ‘currency reform,
- debt refinancing and raising, of. revenue. He'likens President’ . iz
" " Eisenhower’s stand.on balanced budget to our: first President’s - -
- thoughts on'the subject and suggests we: honor-the memory of

his “advice “on cherishing .the

.-the public.credit -and: thereby preserve the; nation’s: strength:

ferson" near ‘the._close-of ‘his.ad=-: "
ministration:~ .. - SR
“Until the last yearior two, I:::
had no conception that the parties: .
would go-to the lengths 1. have -
been witness to—that every act.of - :*
my Administration: would be -tor-r «
tured, the grossest and. most in-’*
sidious’ misrepresentations  be:
made,  and ‘in ' such - exaggerated : .
and -indecent terms: as could:”
scarcely be applied to a Nero—to :; -
a notorious defaulter—=or-even to* .
a common pick-pocket.” ;
That  George Washington was
able to surmount such vindictive >
opposition makes his noble:
achievements in good government ;-
all the more remarkable. " s
In terms of dollars, of -course,
Washington’s problem may seem "
small in comparison with ours. >
His budgets averaged less than '
$1 million annually. His whole
State- Department consisted of ::
seven people including the Sec-
retary, and all seven of them cost "~
the taxpayers an aggregate. of $6,~ -
300 per year.. But his budgetary !
advice can be played back to us’:
without losing any of 'its timely
significance. He calls for candor" -
in choosing among the things the"
government is to do. He reminds "
us that Congress will be con-:-
{rolled by public opinion in acting -
on the budget. And he points out
that when we ask the government: .
to spend money we must face up -
to paying the taxes that are re--.
uired: o : -
-Coincidentally perhaps, these
very thoughts can be found,; with -*
different phrasing, in President -
Eisenhower’s Budget Message, his -
Economic Report, and his address -’
to Congress on the State of the -
Union. ’

Strange Turn of Evénts
~Isn’t it a strange turn of events '
in this couniry: when the Presi~ "~
dent of the United States has to .

-defend himself for -proposing a -

balanced budget?  There was a
time when we all took it for:.r
granted that the government
should balance its budget and ;
everl make some payment to re- :
duce. the. national debt. It was -
cause for great anxiety- and-con- .
cérn when. the budget was un-
balanced. What is changing our
thinking? It's time for some soul- |
searching to decide just what it is *
that we do expect of our govern=---
ment. . 10
Everyone has a vital interest in r
the stability of the dollar. Some::
of us are wage and salary earn-
ers. Some are building up insur-.;-
ance and Fesources for retirement.
And some of us have reached the,;
“using-up” rather than the “build-..
ing-up” stage. But all of us are ,
consumers. None of us can afford. -
to play Russian Roulette with ,
the value of our currency. & o
Now, what does this have to do -
with President Eisenhower’s
budget recommendations for the -
next fiscal year? He estimates
that the government will spend .
about the same amount over.the ;
course of the year. The two bal= -
ance out, almost to the dollari -
That means that next year the -’
government will be. living up to
Continued on page 46 -
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From Washington
Aheadof the News

By C. BARGERON
Since :1933 when -we -took _the

Yet if there is any solutlon t0| search program the way we made | make alcohol. But it costs m01e cial basls

the farm problem—and.I don’t
“ . ~re js—t»~ Senator’s

bill would be a contribution.- He

weacves wiat e nas s.'own that
we can’t control production.. Not
only - that, but - that approach is
wrong.anyhow, He would set up
a research program—a ‘crash re-

armer uader our benevolent wing

and decided that he was virtually
our problem No, 1, we have spent
-~upon the gen-
~t1eman ap-

proximately -

:'$42  billion, -

‘- The gross in-

~come-from
ofarims has
; .been-during’
“that' time’

“around $275
billion.
‘However,

= you might say:

- ~this.is water

<over.the-dam

-vCuHsle":eM- ‘, as - well *write
it off as a bad

mvestment But 'we-are not doing -

that. It isn’t water over:the -dam
that our. farm: surplus - on . hand
as ‘now risen 'to:$9. billion .and
that the storage is’ costingus. $1%
illion a-year.. 'We have. reduced
acreage all right; since ‘the Ko-
fean War ‘1,000,000 farms have

been cut down or. gobbled ,up by.

bigger farms. Last year we-planted

the smallest. acreage in 40 ‘years:

and yet the output was 11% great-
er.than. any. of .the previous 40
years

“Great stress is laid: in . come,

quarters on. our farm. “exports.”

But what do they mean about ex-’

porting.. We subsidized one third
of the.sales, by which is meant
gave it away to up and coming

needy countries.and exchanged it

by barter or otherwise sold it for
the :cheap _currencies .of those

countrles ‘which means t{hat thxs_

currency can only be used by vis-

“and’we may:

iting Congressmen. and other ex-.

penditures in those countries. We
have. even subsidized our com-
mercial sales by 5%. So:it is
* quite manifest that our agricul-
tural economy 1is an .expensive
luxury.
»-In spite of this, there is no real
plan or.idea . on the part of the
.Administration to deal with the
problem this year. The Adminis-
tratlon has a plan to reduce price
supports which the Congress won’t
“accept and the - Administration
knows it. Secretary- Benson knows

“it,--yet he sticks to ‘'something

Whlch he knows will not be ac-
complished. He has been described

as ‘the most honest. Secretary of

Agriculture we have ever had.
"Ask most people .about him and
the response will be that he sticks
to his principles.

.. The question arises as to wheth-
er he is not too stubborn. After

all, Congress is‘a part of our gov--

ernment and ‘must be reckoned
wnh Bensen is so fixed in his
opmlons about Congress and what
he calls politicians that there are
few of them with’ whom he will
talk. Calls from Congressmen to
him.go unanswered. He is either
out of town making some speech
before a business organization or
he just ignores the call. He makes
little attempt to meet the Con-
gressmen, who have’ their prob-
lems, half-way. If anything, he
shows his impatience with them.
He'is a man eminently endowed,
as he figures it, to be right and
the people from the hill who be-
seech him are not worthy of his
time,

* The result is that he has had
some of the staunchest Republican
leaders: throw up their hands in
despair.

I have in mind one: Senator
Capehart, of Indiana. The Senator
plans ‘to introduce his farm re-
search bill again this year. The
Secretary. has always' been op-
posed to it because the Adminis~
tration of the bill would not bhe
under him.

rubber during the war—to develop
increased industrial uses of farm
products. He makes the point if
only a”small percentage of our
‘'uril Was-uscd 1 aiconvt pruduc-
“#an the market for corn would be
tremendously increased. It can be
done.

More than 135 million cars built and operated since 1900, More
.- than 55 million using our 3,366,000 miles of streets and highways
_ today. That’s a lot of cars!'A lot of sheet steel, too.

And who’s the biggest U.S. producer of cold-rolled sheet steel?
National Steel, for many years a major supplier to the automobile
industry through its Detroit-based Great Lakes Steel Corporation
and its Weirton Steel Company in Weirton, West Virginia,

The styling and -beauty, the 'safety and riding comfort of our
modern cars are largely made possible by the strength, ductility

Corn can now be used to

-

Continued research, the Senator
believes, will make the cost com-
petitive. He tells of about 40 more
uses which the scientists have de-
veloped for industrial products.
All they need, the Senator be-
lieves, is a httle push, and they
w111 be marketable on-a commer-

s ¥ =

(879) 15

73
When 'this develops
thére will be no farm surplus.

Form Wayne, Bickart
Wayne, Bickart, Madoff & Co.,
Inc. has been formed with offices
at 165 Broadway, New York City
to engage in a securities business.

and flawless surface finishes inherent in today’s better sheet steels.
And at National Steel they are constantly undergoing even greater
refinements of quality . .. through research, improved techniques
and advanced metallurgical processes.

National Steel serves American

industry with many different

kinds of improved steels—through such divisions as Stran-Stee.
Corporation, Enamelstrip Corporation, National Steel Products
Company, The Hanna Furnace Corporation, as well as through
its Great Lakes Steel and Weirton Steel Divisions.

NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. | ;

itized for FRASER
p:/ffraser.stlouisfed.org/




16  (880)

THE MARKET

.. AND YOU

By WALLACE STREETE

Much of the stock market
was content merely to back
and fill this week. And in
other areas where good news
centered, the market showed
that much of the good news
had been discounted already
and the profit-takers were
quick to move in.

The year’s range for the in-
dustrial average so far has
been a comparatively narrow
one, between 575 and 597. The
lower area brought in support
on the first important sinking
spell of the year. The 590
area lately has been one of
enough supplies of stocks to
stall rallying attempts.

# B

It presents a picture of a
trading range from which any
breakout would have signifi-
cance as indicating the path
of least resistance, at least for
the short term.

Split News

Eastman Kodak, American
Telephone and Colgate-Palm-
olive, all of which finally
came along with stock-split
proposals, were able to show
good action momentarily but
without seriously threatening

- their 1958-59 highs and run-
ups in them were cut back a
bit abruptly by realizing.
Where hopes were high for
split action, as in Polaroid,
and dividend action was rou-
tine, the chagrin was evident.

P
£ %

*
%

#

Rails -were largely neg-
lected, and oils were given to
sliding downhill quietly with
a good bit of attention center-
ing on the items affected by
Venezuela’s harsher tax bite.
The retroactive tax increase
cost Creole Petroleum dearly
and the company was forced
to pare its dividend which, in
turn, is no help whatsoever
to its big parent, Standard
Oil of Jersey. The bad news,
however, had been well dis-
counted in advance and pro-
duced nothing sensational in
the way of market reaction,

The Unclear Auto Picture

Auto issues found little fod-
der in trade reports except
that the preference among the
Big Three seemed to center on
Ford while the laggard was
Chrysler which found the
now ended glass company
strike seriously hampering its
output. Although January
output showed up well in
comparison with the first
month of last year, it actually
was down some 13, from De-
cember. Moreover, the indus-
try estimates of total produc-
tion for all of 1959 were on
the cautious side and, if real-
ized, would only show the

same results achieved in 1954,
which was far from any rec-
ord year.

y
2

= * *
This unclear picture would
normally weigh a bit on the
steel stocks but here, because
of midyear threats of an in-
dustry strike, operations were
bubbling along nicely. Except
for a few special situations
such as Inland, a split item,
and Lukens Steel which is
given to wide gyrations on oc-
casion, there wasn’t much
market reaction to the high
level operations of the steel
mills because it was hard to
figure out how much produc-
tion was going to build up
users’ inventories as insurance
against a strike, and how
much represented thriving
business.

#

Apart from its split plans,
Inland Steel was one of the
companies that was humming
along merrily. Even last year
its operating rate was more
than 20% higher than the
average for the entire indus-
try and currently the com-
pany is reported to be operat-
ing within 10 % of full capacity.
Its $4.50 indicated dividend
was well covered by earnings
of above $8 which still leaves
room for the hopefuls to en-
vision more dividend largesse
in the future, particularly if
earnings for the first half are
considerably better than for
the comparable period last
year.

Good Fields in Health-Scared
Tobacco’s

Cigaret issues had another
of theirrecurrent healthscares
to weather with a magazine
blast against cigarets and can-
cer. Their easiness was largely
a one-day reaction and it still
leaves this group as one where
the better yields are available.
Record usage of cigarets was
achieved last year and profits
are good. Liggett & Myers,
despite a drop of some $14
millions last year in sales, was
able to boost profit by $3 mil-
lions. Its indicated rate pro-
vides a liberal yield of better
than 5%%%, well covered.
Lorillard, despite the fabulous
increase in its market price in
the last couple of years, had
a yield approaching 6% at re-
cent levels on its indicated
rate. The hopeful note here
is that the dividend was in-
creased in each quarter last
year although the company in
planning for a stock split
studiously avoided any divi-
dend projections.

In the auto supply group
the item that seems to be most
immune to the ups and downs

The Commercial and Financial Chronicle . .. Thursday, February 19, 1959

of new'car sales is the newly-
listed Champion Spark Plug,
some 90% of its sales repre-
senting replacement parts as
against original equipment.
The stock has been no ball of
fire since it was listed, carv-
ing out a narrow range of
only half a dozen points. The
indicated dividend rate is
$1.20 annually, the yield com-
fortably above 3%%.

Price Boost Helps Coppers

Coppers, benefitting from a
boost in the price of the metal
by custom smelters, were
given to better market action
than has been their lot for a
long time. Most of the re-
search among the coppfer
stocks features the earnings
potential of the companies at
various prices for the basic
red métal, which obviously
doesn’t mean that these prices
will be posted. Anaconda,
however, would seem to have
its costs well under control
and some of the analysts see
this company able to duplicate
its record earnings of 1956
without the metal getting

within half a dozen cents of py

the 46 level of that year. With
an earnings potential of
around $6 a share at the pres-
ent 30 cent price, it means
that Anaconda would stand a
good chance to double its
profit potential if copper gets
above 40 cents.
o
Campbell Soup in the food
section is another issue that
was listed only late in 1954
and had a calm market life
ever since until the company
upped its dividend modestly
in the first declaration of
1959. The dividend had been
unchanged for four years. The
action enable the issue to
break out of its narrow range
(in 1957 it held in a range a
shade less than five points all
year) on the upside but at re-
cent levels the issue still of-
fered 3% for an investment
grade issue.

W

Former “Sleeping Giant”
Retainer

In the retail trade issues,
the usual style is to refer to
Montgomery Ward as a “sleep-
ing giant”. Under its old man-
agement this mammoth mail
order house had concentrated
merely on maintaining the
status quo, but since 1955 has
been engaged in widespread
expansion activities. Sales and
earnings have been benefit-
ting from the shift, even dur-
ing last year when the reces-
sion was the big topic this
onetime darling of the institu-
tional investors is still an un-
exciting item but does offer a
liberal 5% return plus some
evidence that the ' company
has turned the corner and is
finally on the upgrade. '

[The views .expressed in this
article do not mecessarily at any
time coincide with those of the
“Chronicle.” They are presented
as those of the author only.]

Private Electricity’s Qutlook
~ In the United States

By E. M, NAUGHTON*
President, Utah Power & Light Company, Salt Lake City, Utah

Utah utility head announces 14.4 million kw. of new electric

capacity will emerge in 1959,

and investment for mew and

replacement equipment will be about $5 billion in 1959 com-
pared to $3.8 billion in 1958. Despite this upward investment
trend, which is opposite to industry in general, Mr. Naughton
discommends growth of socialized output from 7% to 249 of
generating capacity with 299 of government investment in

electric properties paying only

2% of total taxes paid on all

electric properties. He calls for a more effective job of ex-. .
plaining the consequences: of this to the American people and '
upbraids efforts to curtail attempts to inform the public.

I would like to touch briefly
on the following six points:: (1)
The electric utility industry’s place
inthe1958
recession; (2)
The industry
outlook for
1959; (3) The
industry’s Na-
tional Electric
Living Pro-
gram; (4) U.S.
and Russian
power devel-
opment; (5)
The jobwe
aredoing
well; and (6)
ejobwe
are not doing

k., M. Naugnion
well, :

The Electric Industry’s Place
In the 1958 Recession

In 1958, investment by all in-
dustries for plant and equipment
declined from the 1957 figure of
$37 billion to $31 billion. The
electric industry was a most sta-
bilizing factor on a national scale.
During the year 1958, the electric
industry reached new highs-in
every field (Table I). It spent
nearly $5 billion for new plant
and equipment, $200 million more
than the previous year. It added
14 million kw of new generating
capacity, an increase in generating
capacity of 10%. Its reserve
capacity is now about 25%. The
industry’s maximum load was 118
million kw. 6% above 1957.

The investor-owned electric
utilities were responsible for
nearly 80% of the $5 billion con-
struction expenditure for the elec-
tric industry. And it is significant
that the investor-owned segment
accounted for about one-eighth of
the total expenditures for all
American industry for new plant
and equipment in 1958,

The total revenues of the in-
vestor-owned = electric  industry
were nearly $81%4 billion, som2
$360 million above the previous
year as a result of the ever-
increasing use of electricity by
the American people.

1958 Results

These 1958 results show  that
the electric utility companies con-
stitute one of America’s most
stable and dynamic industries.
They show why the utility indus-
try must constantly plan ahead if
it is to be in a position at all
times to supply the growing re-
quirements of its customers.

*An address by Mr. Naughton before

the 2nd Annual Power Progress Dinner,
New York City, Feb. 5, 1959.

The Industry Outlook for 1959 -
As to the industry's outlook for
1959, 14.4 million kw of new ‘ca-
pacity will be brought into serv-

Jdce. (On a longer range basis, 39

million kw of new capacity are
on order or scheduled for service
in the next few years.)

Expenditures for new and re-
placement equipment will be about
$5 killion in 1959.

It is expected that America will
use 616 billion kwh this year and,
interestingly, each of the different
sales classifications — residential,
commercial and large industrial—
will increase their use between
8% and 9% (Table II).

The Edison Electric Institute’s
National Eleetric Living Program

The EEI has decided to take
over the leadership in the promo-
tion of electrical sales and it has
developed a National Electric Liv-
ing Program, commencing Feb, 8.

The program has been’ devel-
oped by the Institute but it is'fi-
nanced by individual utility com-
mitments on an entirely voluntary
Lasis.

The industry’s enthusiasm and
interest are beyond our expecta-
tions and participating companies
have pledged in excess of $2%»
million for the year 1959.

This ‘program, using national
television, newspapers, magazines
and other media, has become the
backbone of the entire industry’s
efforts in residential promotion.

Undoubtedly several times this
$21, million will be spent by
major manufacturers in a compa-
rable sales promotion program.

General Electric has announced
that it will continue through 1959
its “Live Better Electrically”
project.

Westinghouse - has developed a
new “Total Electric Home” con-
cept and has announced that it
will spend $2'; million on this
program in 1959.

Other companies are supporting
the new program with vigor and
imagination and will announce
later the extent to which they will
promote residential sales.

At local levels the electric com-
panies, distributors and dealers
are developing activities to take
full advantage of these national
advertising programs.

Discusses Relative Electric
Capacities of the U. S.
and Russia
Soviet total electric generating
capacity at the end of 1957 was
less than the total of new capacity

Continued on page 37

TABLE I

Item—

Peak—total industry (kw.)___.

Capability—total industry (kw.)

Kilowatt hours generated—to-
tal industry

Revenues — investor-owned._..

Net income—investors-owned___

New plant & equipment—in-
vestor-owned . . ___

1957 .
110,850,000
135,450,000

631,000,000,000 €41,000,000.000
$8,054,000,000 $8,416,000,000
$1,427,000,000  $1,534,000,000

$3,700,000,000 $3,800,000,000

1958
117,700,000
149,000,000

Increase % Inc.

6,850,000 6
14,550,000 10
1%

10,000,000,000
41k

$362,00¢,000
$107,000,000

$100,000,000

TABLE IT

Item—— 1959

Total Sales (kwh.)_._.__ 616,000,000,000 567,000,000.000
Residential Sales (kwh.)_ 175,000,000,000 160,000,000.000
Commercial Sales (kwh.) 109,000,000,000 101,000,200,000
Large Industrial (kwh.)_ 297,000,000,000 272,000,000,000

Increase
49,000,000,000
15,000,000,000

8,000.000,000
25,000,000,000

1958
0 81

2
9
8
9
k

Future capacity on order or scheduled in the next few years is 59,000,000 kw.
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‘Connecticut Brevities

- The R. R. Donnelly & Sons
Company, one of the nation’s larg-
est printers, is considering a 32-
acre site in Old Saybrook for the
construction of a new branch
plant, The plant would be used
for the production and distribu-
tion of Life magazine in the
Northeastern section of the coun-
try and would eventually employ
300 persons.

* ®

-A.system of devices that-auto-
matically collects accounting, pro-
duction and payroll data and re-
duces it to a form ‘that can be
digested by computers, was re-
cently introduced by Stremberg
Time Corporation of Hartford.
The Stromberg’s Transactor Sys-
tem has two standard components;
Transactors which collect data
from prepunched. cards, numeri-
cal _dialing, coded keys or by all
three at once; and The Compiler,
a central recorder that decodes
signals from the Transactors and
punches them out on a tape. This
tape is compatible with most
standard tape-reading typewrit-
ers, card perforaters or comput-
ors. The first two intallations
have been integrated with an IBM
650 and a Univac I.

i 3 TR

The directors of Fanir Bearing

year and the first two are to be
powered by Pratt and Whitney
R-2800 piston engines.
’ % % %

Barden Corporation — stock-
holders of record Feb.'18 are be-
ing offered rights to subscribe to
one additional share of common
stock for each six held. Proceeds
from the sale of the 102,533 shares
will be allocated as follows:
$300,000 to reduce bank loans:
$450,000 for plant additions; and:
$500,000 for equipment, The bal-
ance will be used for general cor-
porate " purposes. The Danbury
firm manufactures precision bear-
ings.

Chisolm, Gooke V.-Ps
Of First Boston

William A. Chisolm and Carl
F. Cooke, formerly Assistant Vice-
Presidents in the Government
Bond Department of The First

X 27

Company of New. Britain recently !

voted to incresse the cash divi-
dend and proposed a 100% stock
dividend. The 75 cent quarterly
dividend represents an increase of
15 .cents over the former 60 cent
quarterly dividend. The stock
dividend must be approved by
stockholders at the annual meet-
ing April 16.. The company in-
tends to pay a quarterly dividend
of 37'. cents on the increased
shares, equivalent to the new 75
cent rate on the shares presently
outstanding.
) I T

Common Stockholders of Con-
necticut Light & Power Company
have been offered the right to
susberibe to 762,565 shares at
$22.50 in the ratio of one new
share for each 10 held. The rights
expire Feb. 24, The company in-
tends to use the proceeds of ap-
proximately $17 million to fi-
nance new construction and

retire bank loans,
a B & ;

Newhart Products Incorporated
recently completed an additional
2,000 square feet of manufactur-
ing space making a total of 6,500
square feet now in use. Specialists
in the production of vacuum
formed plastics for displays, mer-
chandisers and industrial prod-
ucts, the company is engaged in
the manufacture of the “Tube
Mart” tube tester.

* % *

. A flying crane helicopter, long
believed to be the logical
answer to the problem of
aerial transport of bulk cargo, is
one of the latest research and de-
velopment projects of the Sikor-
sky Division of United Aircraft
Corporatjon. —Brimary among the
fastiires to be evaluated will be
the cabin design and location of
the pilot controls. Plans call for a
dual control system which will af-
ford the pilot a direct view of the
load and landing area while he is
flying the aircraft. The S-60 is
scheduled for rollout early this

Witham A. Chishoim. Carl F. Cooke

Boston Corporation, 15 Broad
Street, New York City, have been
elected Vice-Presidents, it is an-
nounced.

Mr, Chisolm, a graduate of
Princeton, class of 1945, joined
The First Boston Corporation in
September, 1947 and has been
associated with the company in its
New York office since that time.
He is a trustee of Princeton in
Asia, Inc. and a director of the
Francis Asbury Palmer Fund.

Mr. Cooke joined the Phila-
delphia office of the corporation
in January, 1943 and moved to
New York in 1958. He was pre~
viously with E. H. Rollins & Sons.

Phila. Inv. Ass’n to
Hear at Meeling

PHILADELPHIA, Pa. — W.
Richard Gerdon, Treasurer of the
University of Pennsylvania, will
be guest speaker at a luncheon
meeting of the Investment Asso-
ciation of Philadelphia to be held

Friday, Feb. 20, at Sherry’s Res-

taurant, 1425 Chestnut Street. Mr.
Gordon’s subject will be: “Out-
look for the Economy.”

Herbert S. Bengtson of Schmidt,
Roberts & Parke is in charge of
arrangements,

Lloyd Arnold Adds

(8Special to THE FINANCIAL pnaowtm) .
BEVERLY HILLS, Cal.—Steve
Glass, Helen A. Kilgore, Nathan
Manuels and Hubert R.-O’Neil, Jr.
have become associated with
Lloyd Arnold & Company, 364
North Camden Drive.

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

New Haven

ipes,

New York—REctor 2-9377
Hartford—JAckson 7-2669
" Teletspe NH 194

Prospects of the Dollar—

By PAUL EINZIG :

Reflecting upon past 25 years of international dollar stability,
a top British monetary expert refers to diminutive dangers said
to signal possible dollar devalution. Though Dr. Einzig agrees
our. gold reserves. are sufficient even if .all foreign owned

dollars were withdrawn o= converted, he believes we should,

however, take a grave view. of gold market developments in

Canada and in London. - He recommends. we be a “fittle less.

generous with dollar aid” and, -instead :of conventional dis-

‘inflationary remedies, a supreme effort be made in persuading
labor to exercise self-restraint in wage demands. Avers “the

fate of dollar lies in hands of American industrial worker.”

LONDON, Eng. — The present,

* generation has grown accustomed

to regard the dollar as an abso-
lutely safe and secure currency.
Quarter of a

.century ‘has .

passed ‘since

the last dollar

crisis, and

during that

long period

the intérna-

tional stability

of the dollar

has been  one

of the few

fixed points in

an unstable

world. From

time ‘to time

during the Dr. Paul Einzig
postwar pe- .

riod suggestions wete canvassed
advocating a deliberate increase
in the dollar price of gold as a
matter of expediency; but even
the most extreme advocates of
such measure would not have
dared to predict that circum-
stances might arise in which the
United States Government would
feel forced to resort to it.

During the last few months,
however, the possibility of ‘an in-

- yvoluntary devaluation of the dol-

lar has come to be envisaged in
many quarters, both in the United
States and abroad. The rising
trend of American wages in spite
of the unexpected extent of dura-
tion of the business recession is
mainly responsible for this pessi=~
mism. It became acute as a result
of -the Democratic victory at the
Congressional election in Novem-
ber, 1958, foreshadowing the pos-
sibility of a Democratic Adminis-
tration in 1960, For one thing, it
is assumed that the Democrats
would not be so firmly opposed
to a devaluation as the Republi-
cans. Moreover, it is assumed that
they would resort to “New Deal”
policies resulting in inflation, inh
which case they might find it dif-
ficult to defend the dollar even if
they wished to do so.

Notwithstanding the substantial
outflow of gold during 1958, the
size of the American gold reserve
is still very reassuring. Admitted-
ly, with the development of doubts,
foreign Governments and central
banks may convert their holdings
of dollars into gold, and private
foreign holders of dollars may re-
move their funds froin the United
States in anticipation of a devalua-
tion under a Democratic Admin-
istration. But even if all foreign-
owned dollars were withdrawn or
converted, a fairly substantial gold
reserve would remain.

The only people who could
force the hand of the Administra-
tion to devalue against its wishes

would be the Americans them-:

selves. The extent of the gold
drain due to foreign withdrawals
has its natural limits, but there
are virtually no limits to a drain
caused by an American flight from
the national currency. The extent
of such a flight has been very

moderate so far. There is some *

American demand in London for
South African gold mining shares.
Such forward buying of gold as
occurred during the last few
weeks in the London bullion mar-
ket was mostly on American ac-

count. And it seéms that the new~
ly established  gold  market in
Montreal caters mostly for Ameri-
can buyers. But the sum total of
these operations need not give
cause for uneasiness.

'E\_ren s0, these danger signals,
dm‘gmutive as they are, should not
be ignored. After|a victory of the
Democrats, and perhaps even an
anticipation of such a victory, the
present trickle might easily grow.

.into a flood.

Takes Grave View of Canadian
Gold Market

It is indeed very fortunate that
the United States Government has
always resisted pressure in favor
of making the dollar notes con-
vertible into coins and in favor of
allowing American residents to
acquire and hold gold bars in the
United States. With such hoarding
facilities in existence, the sky
would be the potential limit of
an American flight from the dol-
lar. As it is, the effect of any
distrust in the dollar on the atti-~
tude of the American public is
liable to be largely offset by dis-
trust in other currencies or in the
security of gold holdings in for-
eign countries. From this point of
view the development of a gold
market in Canada constitutes a
source of grave danger, because
many Americans who wculd hesi-
tate to hold gold in Europe or in
Latin America would willingly
hold gold in Canada. For this rea-
son the indifference with which
the development of the Montreal
gold market is viewed in Wash-"
ington may be open to criticism.

Likewise the re-emergence of a
forward market in gold in London
after its absence for 20 years must
be- regarded as a source of po-
tential difficulties for the United
States in case of a flignt from the
dollar. As the relations of the
United States authoritics with the
British and Canadian authorities
could -hardly be friendlier, it
seems probable that a request
from Washington to cooperate in
an effort to discourage the flight
from the dollar would not be
ignored in London and Ottawa.
At present there is no need for
such intervention, and it is to be
hoped  that thére never will be.
But it is well to remember that
in 1935 the British suthorities
placed a.ban on forward dealing
in gold in.response -to requssts
from France and other “gold bloc”
countries which were finding the
operations of their nationals in
the London forward gold market
a source of embarrassment.

The International Monetary
Fund has been so far just another
channel for dollar aid to European
and other soft-currency countries.
But surely that institution could
operate a two-way traffic if neces-
sary. It could reinforce the de-
fenses of the dollar in face of
speculative exaggeration of an ad-
verse pressure. 5

Offers Advice }
The remedy lies overwhelmingly.
in the hands of the American au-
thorities and especially the Amer-
ican people. The former would be
well advised to be a little less
generous with dollar aid at a time

(881) 17

when the possibility that before
very long -the dollar might . itself

- need support cannot be ruled out

- Viewed From London

altogether. .

Above all, a policy of resistance
to. domestic inflation would go a
very long way toward. silencing
the prophets of dollar’s doom.  But
any firm disinflationary policies
would hinder expansion of pro-
duction ‘at a time when this is
vital from- the point-of view of

- .keeping- pace. :with -expansion in

the Soviet Union. Moreover, credit
restrictions ‘are liable to prevent

.- business . .recovery. and would

strengthen - political- pressure - in
favor of . “New Deal” inflation. "

. What is needed, therefore, is not

so much another dose of conven-
tional disinflationary remedies as
a supreme effort to persuade the
American workers”to exercise
self-restraint in their wage claims.

In this respect the British ex-
ample is not reassuring. Exhorta-
tions have failed to produce any
noteworthy results. But this is
because sterling no longer seems
to be in danger of a devaluation.
The fears of a dollar devaluation
should give rise to a better spirit
of cooperation in. the United
States in the interests of its de-
fense. ‘In the long run the fate
of the dollar lies in the hands of
the American industrial worker.
If he could be persuaded to re-
strain his: wage demands without
being forced to:do-so by credit
squeeze and increasing unemploy-
ment, the: American authorities
would have no difficulty in re-
storing international confidence in
the dollar.

SUN LIFE |
REPORTS
10Y0U

L
For the Sun Life — one of

the world’s great life ,
insurance companies — 1958 -
was a year of sound business
expansion. The company

enters its 89th year of public
service justifiably proud of

its representatives and the
product they market —
personal and family

protection and security’
through life insurance.

Highlights of the year

e New life insurance sold during
1958: $990,409,536.

® Life insurance in force at
Dee. 31st, 1958:
$8,357,666,274.
@ Paid to Sun Life policyholders
and beneficiaries during
- -1958: $159,337,179.
e, Total benefity paid since
- organization: $3,435,292,753.
_e Dividends payable to policy-
holders in 1959: $36,261,0&).

SUN LIFE
CANADA
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Houiing Legislation Prospecis

In Savings and Mortgage Fields

By BEN C..CORLETT* .

Senior Vice-President, American Bankers Association,
Washington, D, C

Bankers’ Washington re'piésehtliltive reviews: highlights of pend- .
“ing bills of concern' to bankers and predicts- accelerated and -
broadened. Federal intervention in the” housing market. Mr.”
Cotlett hopes that proposed increase in F.-S..&.L. Assns.”
insurance coverage is not prejudicial to banks, favors extending
Voluntary Home Mortgage Credit Program, and believes ‘an’

increase in FHA loans might d
lIower cost homes. He appeals

ivert such loans from financing
to bankers to take a personal

interest in the work of Congress.

Predicting the course of a ses-
sion of the United States Congress
is at best a speculative game, and
one that we can profitably forego
here today.
However,
enough has
been said and
done during.
the weeks
gince the new
Congress con-
wvened to indi-
cate that this
is' going to be
an . unusually
active year in
terms of Fed-
eral housing
legislation.

It seems to
me that at this
point - we can’ reasonably  make
certain broad assumptions.

The Senate and House will ap-
prove significant housing legisla-
tion, probably early in the session.

. Its net effect will be to acceler-
ate and broaden the Federal Gov-
ernment’s activities in the housing
market.

Advocates of free enterprise

principles face an uphill fight in
endeavoring to give practical ef-
fect to those principles.
+ If this outlook seems pessimis-
tic, be assured it is also realistic.
Our.objectives, as bankers and as
representatives of banking, can
best be served if we see problems
as they are—not aswe might wish
them to be.

In evaluating the approach of
the Congress toward housing this
Year, three factors merit special:
attention. First, housing legisla-
tion commands the personal in-
terest of every member. It isn't
simply a question of the Congress-
man desiring to stay in office;
shelter is a basic human need in~
volving problems and aspirations
common to all people, and the
conscientious member of Congress
must concern:himself with it, -

- Secondly, the previous Congress
failed to enact a general housing
bill. So-called emergency legisla-~
tion was passed, but an omnibus
bill dealing with all of the various
federal programs died in the
-Jlouse, This is used as an_addi-
Rional argument for major actioft
in the present session.

,Thirdly, the elections last No-
vember appear to have resulted
in a sizable net gain for the group
in Congress which has advocated
¥n expanding Federal Government -
role in business. This group,.in-
cidentally, is comprised of mem-
bers of both political paurties.

The battle-cry on Capitol Hill
@ year ago was “recession.” Gov-
ernment stirfjulants had to be pro-
vided, W& were told, to arrest the
decline in home building and give
%he entire economy a shot in ihe
arm. It was largely on these
grounds that an “emergency” pro-
gram authorizing more than $115
billion additional funds for “Fan=
nie Mae"” special assistance pro-
grams, a lower down-payment
under the FHA program, and a

Ben C. Corlett

two-year extension of the Veter--

ans Administration direct loan and

¢An address by Mr. Corlett before the

Regional Savings and Mortgage Con-
ference sponsored by the American
Bankers Association, Cincinnati, Ohio,

Jan, 27, 1959.

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

loan guaranty programs was
rushed through Congress before
the Easter recess.

Last year’s general housing bill,
considered later in the session;

' would have liberalized a number

of Federal Government housing

. activities including FHA mortgage
- insurance programs, slum clear-

ance and urban renewal, college

' housing, and veterans’ housing. As

amended by the House Banking
and Currency Committee, it also
would have established a new
mortgage guaranty program for
conventional loans ‘under the ju-
risdiction of the Federal Home

- Loan Bank Board. The inclusion

of this proposal, which was

' strongly opposed by the American

Bankers Association and others,
contributed to the defeat of the
bill in the House.

However, as many will recall,
the effect of the new mortgage
guaranty proposal was subse-
quently realized to a great degree
when the Federal Home Loan
Bank Board issued a regulation
permitting Federal Home Loan
Bank members to make mortgage
loans up to 90% of appraised value
on single family residences. This
administrative action came  after

I Congress adjourned. !

-Now let’s turn to the current
scene. -
Turns to Current Scene

The Senate Banking and Cur-

rency Committee opened public
hearings last Thursday on a num-
ber of housing bills. The hearings
are expected to conclude this
week, and Senator Sparkman of
Alabama. Chairman of the Hous-
ing Subcommittee, has expressed
the hope that the Committee will
promptly agree on a single bill
and repcrt it to the Senate for
action. " :
. One of the Senate bills,- S 57,
introduced by Senator Sparkman,
contqn}s substantially the same
provisions as the bill passed by
the Senate last year. According to
Scnator Sparkman, it would “re-
juvenate the nation’s housing pro-
grams” and should be considered
under the heading of unfinished
business of the 85th Congress.

S. 57 would provide, among
Sther things;

Additional authorized funds of
$8 billion for tbe FHA mortgage
program—$§4. billion for the bal-
ance of the present fiscal year
and $4-billion for the fiscal year
beginning July 1, 1959.°

Additional funds for capital
grant authorizations under the
urban renewal program over a
six-year period.

Increases in the maximum loan
amounts which the FHA is per-
mitted to insure.

Extension . of the Voluntary
Home Mortgage Credit Program;
extension of the par purchase re-
quirement for “Fannie Mae” spe-
cial assistance functions.

A sum of $300 million for VA
direct home loans to veterans, to
be made available immediately
upon enactment of the bill.

Although these provisions add
up to a rather large oruer, they
by no means represent the ulti-

the Congress. Senator Clark of
Pennsylvania has introduced three
bills which he contends are needed

mate in proposals pending before:
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to make up for “inadequacies” of program; and increase the college supporting role.they are playing
~the Sparkman Bill. ‘They would housing loan authorization by $200 . in” the trend  toward.€ver ‘greater

provide for a 10-year urban, re-
newal program costing $6 billion,
substantial broadening of the col-.

lege housing loan ‘program, and”

authority: for FHA to step in and

. prevent foreclosure where pay-

ments are defaulted in “worthy:
hardship cases.” . Seb

This -lattér provision--also; ap-
pears in the omnibus-housing bill
introduced in.the House of- Repre--

3

seniatives by Chaitman-Rains of .’

the Banking and Currency Sub-
committee on Housing.: Congress-
man. Rains’ Bill, -H.. R. 2357,.out~
‘distances the Sparkman ineasure

- in a number of other provisions

of particular significance to bank-
ing. One would authorize “Fannie
Mae” to make short-term loans to
private builders or mortgage com-
panies on the security of pledged
FHA or VA mortgages. Another
would provide that regular resi-
dential loans made by national
banks under the FHA program are
mot to be counted in applying ex-
isting  limitations on  the {otal
amount of real estate loans which
a national bank may make. Still
another . would broaden the au-
thority of Federal savings. and
loan associations to purchase par-
ticipating interest in first: mort-
gages on one-to-four-family
homes.

F. S. & L. Assn, Insurance

H. R. 2357 also would increase
FSLIC insurance coverage of ac-
counts in Federal savings and loan
-associations. The increases would
be as follows: for an account held
in a fiduciary capacity, from $10,-
000 per trust estate to $20,000 per
beneficiary; for an account of an
individual member or investor
(notwithstanding community
property laws) from $10,000 to
$20,000 for an account in one name
and $40,000 for a joint account of
husband. and wife, with ‘a: maxi-
mum of $60,000 for the aggregate
individual and joint accounis of a
husband and wife, :

~This proposal, obviously, is.of
primary concern to the banking
system. We feel that the'members
of the House Banking and Cur-
rency Commitiee will insist upon
examining it very carefully  to
determine whether it is - based
upon need or upon a desire for
competitive advantage. In any
event, we shall take advantage of °
every opportunity to see that the
issue is resolved in a way that is
not prejudicial to our banks and
the millions of citizens with de~
posits in banks. C

The House Committee has sched-
uled housing hearings to start
Jan. 28. As in the Senate, the ac--
cent is on speed. A housing bill
probably will be the first major -
item to clear the Committee.

The Administration’s housing
recommendations were introduced
in the Senate and House last
Wednesday, the day before hear-
ings opened in the Senate. The
provisions are somewhat more re-
strained and less costly_than those
previously mentioned. ¢
for example, are a six-year urban
renewal authorization costing sub-
stantially less than the comparable
proposal in S. 57, and a limited

expansion of the college housing -

loan program. There is also a pro-
vision which would give the FHA
Title T home improvement loan
program permanent status, as
against’ the one-year extension
provided in the Sparkman Bill.

Earlier in the session, Republi-
can members of the Senate and
House introduced legislation pro-
viding for increased authoriza-

.tions for three programs of the.

Housing and  Home . Finance
Agency. This proposal, which is
understood to embody the Admin-
istration’s program for interim

- action while the Congress consid=

ers all of the Agency’s operations,
would increase the FHA general
insurance authorization by $6 bil-*
lion, make available an additional
$100 million to the Housing Ad-
ministrator for capital grant au
thority under the urban renewa

Inclided; — o+ d wisdom of giving the

million,

. A similar request for emergency
‘funds was granted: by the Congress’
last year, with the result that the
general housing bill which' fol-
lowed was shorn-of some of its
urgency.” Apparently, majority.

leaders :in ‘the ‘Congress are not’

going to run the same course. This"
time, they-are by-passing the res-"
olution in favor-of a catch=all bill..
... 'The A.;B..A. Approach

...From-~ the -foregoing, .you ~can’

derive a fair“idea ‘of-the way the
tide of housing legislation is run-’
ning in~ Washington: "Now what
about’ the:.approach of- our’own
Association? Perhaps I’ can best
answer the question by summar-
izing our testimony presented
Jan. 26 before the Senate Banking
and Currency Committee.
Bankers desire to .do.their full
share in providing funds to fi-
nance .the nation’s housing needs.
At the same time, banks have an
obligation to the people whc have
entrusted savings to them"to fol-
low sound mortgage credit prin-
ciples and to ‘resist'inflationary~
pressures on the housing economy.
The progressive liberalization of .
terms of FHA insured mortgages,
during a period of, strong infla-:
tionary currents since World War
II. has contributed  to’ rising real
estate prices. . Presumably, the:
proposal . in- S. 57 to further in-
crease. maximum ‘loan limits for
most of the:FHA mortgage insur-
ance programs is prompted by in-
creased costs of land and residen-
tial construction.., However,  the
effect of ‘making larger ‘loans' eli-
gible for FHA ' insurance ‘might
well be to divert: such loans from
the financing of lower-cost homes.
This would seem to defeat the ob- -
jective of the FHA program which,
particularly in recent years, has
been to help provide home financ-
ing for people of moderate means.
By the same. token, . proposed
changes in the slum clearance and
urban renewal program. must be.
evaluated not only in: terms, of
their potential contribution to im-
proved community living condi-
tions but also in the light of over-
all - fiscal policy and their effect
upon the economy. The Adminis-
tration’s request for an additional
Federal capital grant authoriza-
tion of $100 million and for'even-
tual matching contributions - by
local governments,” in -our judg-
ment, contemplates a' needed and
justifiable expansion of this' pro-
gram. . s
The Voluntary Home Mortgage
Credit Program should- be ex-
tended, preferably for two years:
We are recommending against
extension of the requirement that
“Fannie Mae” purchase mortgages
at par under its special assistance
program. This requirement con-

stitutes an indirect subsidy: to the -

special: groups receiving such ‘as-
sistance, at the expense of all tax-
payers, and in our view it should
be perinitted to expire.

We also _question seriously_tihe

F.H.A. broad new. authority. to
acquire insured mortgages for the
purpose of avoiding foreclosure.
This  scheme was first advanced
last year as a counter-recession
measure at a time when some
people -anticipated an epidemic of
defaults -in- mortgage payments.
The proposed authority, in our
opinion, is inconsistent with the
basic ' character and function of
the F.H.A. as a mutual insurance
system.

* It is significant, in-my-opinion,
that the various segments of pri-
vate industry occupy. differing
and, in some instances; contrary
positions in' this field- of Federal

legislation. Indeed, some- of the .

current proposals which we
believe are unnecessary and
potentially harmful -have been
vigorously advocated. by private
industry groups. The fact that
these same groups subscribe.out-
wardly to the principles of free

1 enterprise does not diminish the & Co.

power in the Federal Government. -
I-have reviewed.'only the high~: .-
lights'of, current’ activity.'on -one-
very busy legislative front. It is a
front in .which’ banking,"and .par-;
tigittarly *-the: banks Trepresented
herk, have a tremendous interest.
If my report.serves to-inform:you

"and to  encourage you:ta keep:in-,

formed as the session ‘of.Congress.
progresses,. it will*have:-achieved
a good purpose: . B T e

. Banker - Participation. =
- I.believe ‘that a positive; per-:
sonal interest by bankers through-.
cut the' countiy is a’ prerequisite-
‘to.: constructive = resulfs . in’.the
Congress. 'Right or ‘wrong =i
whether we like it or not—Fed<:
eral legislation directly affects’
both the scope and the quality of
banking s$ervites. .The Congress
will continue. to make important
decisions. in .this field. Certainly;
we " haveé . a- responsibility:--tdf
present as effectively as possiblé’
the experiences and beliefs which'
fonl.  should: go. into thosé
decisions..., -, y i

Charles 8. Sargent,
Walt Street Pariner,
Dies in His 18th. Year -

Charles ‘S. Sargent, partner-in
Hornblower & Weeks, passed.
away last Friday at the age of 78;
after a brief illness.

Mr. Sargent was-born in Brook=:
line, Mass,” graduatéd' from Har=
vard’ in 1902 “and: then -became
associated with-Kidder, Peabody -
& Co. of Boston and’ New York,
G. M. P. Murphy-& Co., New York
and Hornblower & Weeks of Bos~
ton and New York: He was the
son oft Mary Robeson Sargent and
Charles: Sprague: Sargent; Profes-
sor. 'of ‘Arborculture: at Harvard;
and director: of the"Arnold Arbo-.
retum. - '

-Mr. .Sargent was. distinctly . th
New England type of banker, pos«
sessing an..amiable’ and - kindly
nature. He enjoyed. the confidence
of a host of friends, in and out of
Wall Street,” who respected. him
for his ‘quiet restraint,: friendly;
modest and unassuming manner
typical of ‘thé-old school of Nev
England bankers." - . !

Besides his partnerships in three
Wall’ Street firms, Mr. -Sargent
was also a director of the Ameri«
can- ‘Express ‘Co,,. the: American’
Machine and Metals Co., United
Merchants and-Manufacturers;
Inc.; . the -Associated Dry Goods
Corp.,.the -Metropolitan Fire:Re+
assurance :Co; -and .the National
Aviation Corp. R

Joins J. A. Hogle Co.

(Special t6 THE FINANCIAL CHRONICLE) . . .
SAN DIEGO, Calif—Henry L.
Walton has become associated with
J. A/ “Hogle & Co., 1030 Sixth
Avenue..'He was formerly -with
American Programming Corp.

Now With Denault Co.

(Special to THE FINANCIAL CHRONICLE) , T |
~ MODESTO, Calif, — Arch L.
Taylor has become associated with
Denault & Co. of San Francisco.
He was .formerly. local -manager
for Hannaford & Talbot for many |
vears. i 8y

With Merrill Lynch = |
(quciul to THE FINawciAL CHRONICLE) '
SAN FRANCISCO, Califs~
David J. Waie has become con-
nected with Merrill Lynch, Pierce, -
Fenner & Smith Incorporated, 301
Montgomery Street. .

”

i

¢

Rejoins Jay Roberts '’

(Special to THE FINANCIAL CHRONICLE) _ '
" SPRINGFIELD, Mass.—Edward
F. Alexik has rejoined the staff of
Jay C. Roberts & Co., Tkird Na-
tional . Bank Building. He -has
recently been with B.- C. Morton




(883) 19

easoral ‘fhictuations :since
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Optimism About U. S, Trade Outook - fiuize, thioush, mednces, sales ot abiio of U 5, gooas to compete icance in pinpointing comipetitive
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. “moderatel ive t ies” will : . °;.has run its eourse. Domestic.in-'dollar assets by foreign countries fered in particular od ines;
erately expansive endencies” will soon be apparent again, . ... dustrial ' recovery is very clearly in 1958, were al p t full; e ines:
_+-both in-world and U.S.A.. trade.' .The: Government - official ::under ‘way” jn the United States, - The speaker expressed doubt;- ative garirll-l(;s inuotiegﬂsett)dbit rgl—-
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.;we_will ‘share-in' upswing .in foreign ‘markets ‘paralleling re: - - terials'can be expected'to follow, possibility of some slippage, he ‘pressed his. peréonaff“cx‘xeﬁ&erex)c{;
newed European economic: expansion during 1959, . \thougl} perhaps withra few months * belleves that the degree’ to which ‘that ~American traders—though
N el SN S it | i delay” This will undoubtedly con- it may haye occurred to, date. has “{hey mmas B e STl
o Carl ‘P, Blackwell a Director of  from' s stribute to, récoveéry—though again ‘been widely exaggerated. = . & 5 Ay have o work harder to,
. the! Jnterriational( economic »an-: then/.:* - With.' some : time -lag — of ‘import - - w0 71 do so—will get a feasonably sat-'
—alykis divigion, Bureau of Foreign: " THe sharpest declines from-1957 demandiin the countries whose' Explains Sharp Fal ° -Istdctory share of any upswing in
; C,ommercg,v Department: of .Com - t6:-1958 appeared ‘in‘shipments to  €arpings.are thus bolstered.- -- = ‘-~ The“sharper-fall in-U. 8.~ ex-  foreign markets during the yeér
jne.rce, pres i - .5 Japan ‘and. Westeri Europé, where . Moreover; it now-seems-unlikely ports than in Européan or Japan- : ahead :
sented to ;the' ; the principal efféets of special and  that ~the--hesitation i Furepean :ese exports from 1957 t01958 was * - - ]
Wortd - Trade ! temporary-factors: were siiperim- . iicustrial production which char--in considerable part simply a re- - '
Club a gen- -J0sed “pon reductions: in “import -.apyeg'i_zedvl%&wiltﬂeépeni11‘1to ‘a’flection.of the fact that the U. S. , - 'Named Director
erally rather ; demands.resulting from a“taper- Sighificant downturn.- The-latest-had-supplied the lion's share of ' @, g : for Man-
optimistic . ingoff *of ‘growth in industrial. YELOrts suggest that most of the.the temporary increases in 1957." W \‘;alker, Jr,, Senior Man-
view of'the. production. The™ latter’ effects: major-European “economiés- will . The . competitive .record looks . bgm]%_ parfper of the: investment
outlook for  were. - concentrated, varticularly ;800 “move--beyond -the -recent.much .better if a more realistic  op (s lﬁgw e
U. S.'.forexgxl with respect to the Europeanmar- plateau to’a riew phase_ of meder- pre-1957 standard of. reference is %,r', & % = .
trade ‘in’ 1959: _ket; upon industrial’ materials; for | ate ‘growth, 1f* so; this .will- netused. =« - : N e off'
Speaking as which “the U. S. is'a somewhat. ©nly enhance the opportunities of . -1t is true that total U. S. sales the New SSIOI?k
an 1nd1vxdlualll marginal supplier. '~ . - . ~UsS: “exporters’ for sales directly . abroad, even by comparison with . Stock Ex-
student * of " Factors of ani essentially ¢yclical - o' Eurcpe, but will also contribute those of 1956, have been. some- change, hzs
trade drends’, character were largely responsible’ €ventually: to -improved market. what less buoyant than exports heen elected
an& prospects, for the slump'in U. S. exports to -conditions in many parts of Latin: of the leading European countries . a director of |
rather than.as’ - Canada, where industrial produc- America, Asia, dnd Africa. - <and .of Japan. But this is partly ' The . Ecuador-
an }‘2”‘“”‘1. tion -and capital investment- re=-" - In - Europe itself, dollar ex- attributable : to the . especially" jan Corpora-
spokesman for ceded, and for decreases in ship-' Change problems 'are not now a heavy impact of the'Canadian re- tion Limited, &
his' Department, Mr. Blackwell yyenits to Latin America and other  lmiting “factor for most of the: cession upon the level of U. S. Latin ‘Amer- -
expressed the opinion that the ynder-developed areas whose im-" countries..and many types of U.S., exports in 1958. The better main- - foan’ prodices
tecent dip in-world trade—the ,451(s had risen to unsustainable’ €XPOrts: to that area will depend.tenance of intra-European trade® of bf;er ice
first ‘51gmf1cant ~setback ‘since Jevels in 1957. In many countries' primarily on trends'of precduction. than of European .imports of in- and cement
1952-53—has probably passed ils ¢ thege areas, 1957 import rates' ahd income there next year. Re- dustrial materials from overseas, ‘ William H.
low point. He thinks that moder- \eye maintained only through de-- "éWed European economic expan- including the United States, was- pgnaldson..’
ately’ expansive tendencies will pletions of foreign exchange re-' SiON should bring early_ gains in-also .a factor. i . ‘also of G: H. Walker & Co., has
soon -be apparent again both in gerves” which .could not be. con- U- S. sales of varicus industrial” In the Latin American area, the « peen named an alternate director
wt')’rlfi. trade -as ‘a whole and in 5,64 in 1958, Moreover, in a Subplies and materials. Far FEast, the Near East, and.,f geuadorian Corp. - :
V-ﬁs-’.'mp"” and export trends. = ,umber of such countries, their Generally speaking, impor ts, Aflica changes in U. S, sales from )
By way of background for his jnternational financial difficulties-into Latin® American, Asian, and| 1956 to 1958 closely paralleled, '
asses;nnﬁnt of prospects fn the  \were compounded by reductions African markets will probably be those in sales by the principal- Joins Byuesby Staff
y;ear' ahead, Mr. Blackwell re- ,i"y o4 earnings during the past” among the . last components of | European countries .and Japan, . g ... 1 oo Cunonous)
viewed the course of world trade o . “world trade to emerge from.the taken as a. group, Accordingly,. . :° . e
during the past several years. He ’ ‘ our-shares in the totals exported CHICAGO, IL— Arthur "S;
described in  broad outline the :
pattern of " the boom _which
reached its peak, reinforced by
the-effects. of the Suez crisis, in
the first half -of 1957, and traced
the :largely cyclical downturn in
international - commerce - which
followed in late 1957 and early
1958,
".The recent contractive influ-
énces, he. believes, were largely
expended by about midyear, and
trade levels -since then, on the
whole, have been level or slightly
better. The speaker expressed his
opinion . that 'mild and initially
scattered recovery ' trends would
characterize global trade patterns
during the first half of.1959 and
that somewhat stronger.and more
pervasive- gains ‘would probably
emerge after -the middle-of next
year. ; ' .
* With specific reference to U. S.
exports, -Mr. - Blackwell pcinted
out ;that routine statistical ‘com-
parisons have tended  throughout
1958 to give. exaggeraied impres—
sions of the magnitude of the
slump in our foreign sales. The
figures now available for the first
ten months of 1953 show a decline
in commercial' exports of some
17% from t*e total for the corre-
sponding months of 1957. Much
of: this decline,.however, merely
reflects the disappearance of cer-
tain abnormal and temporary fac-
tors—such as the Suez crisis, cot-

ton restocking abroad, and a.
massive bulge in Japanese imports,

—which .had . bolstered the early

1957 peak. Proper perspective calls

for discounting these special ele-

ments before computing our ex-
' -port losses in 1958.

oIt is true, of course, that;a
- ‘¢onsiderable part of the shrinkage
" in our exports was of a more
. fundamental nature. But this was
: not nearly 8o serious as-bald com-

parisons with the 1957 peak tended
1o suggest. Moreover, the recent
downtrend was limited to an in-

“terval from about mid-1957 fo

! early 1958, and the export rate
has been reasonably steady, apart rope and North Amertea,

Finds Data Misinterpreted
" Mr. Blackwell noted.that 1958

swings in U. S. exports to ‘these
areas may well be postponed until-
statistics on U. S. imports, like the latter half: of :1959. For a_
those .of U. S. exports, have been” tunber of the countries involved,
widely misinterpreted.. Some ob-' time will be required for restora-
servers have concluded, .on, the; tion of international liquidity po-
basis of the small percentage de-; sitions, even after a pick-up in
cline in total U. S. imports during. their export earnings,. before
the period of our business reces-. they can again step up their im-
sion, that thehimpact of this re- Ports.

S n X ; : . ;
;?ajlg{‘iﬁfﬁ’al_t EE L R Nond Upturn in Exports to Canada

While it is tiue-that the import _ An upturn of moderate propor-
tetals have held very close to-the tions .in U. S. exports to Canada
record’levels of 1957, the reason seems probable at an early date..
for this has been the stror.g growth. The Canadian economy. is more
of U. S. demand for certain. con- immediately linked w1th‘that of «
sumer goods from abroad — most’ the United - States than are the
notably automobiles, meats and €conomies of most other coun-
meat animals, and a few other iries, and the business recovery.
foodstuffs. Increases in these here should assist- materially in.
items have .largely offset some’ the: promotion.of renewed eco--
fairly - substantial . declines,. .in- homic growth in Canada. ‘While.
duced by the drop in U. S. indus- rgstora‘tlon‘ of "the "boom condi-:
trial production and accompany- tions of late 1956 ‘and early 1957-
ing-liquidations. of U. S. business’ ii‘the Canadian market is by no
inventories, in the value of ‘our Means in sight, moderate recov-
imports of raw and semi-processed” €Y of U. S, sales there from their-
materials for use in American in- depressed "1958 level  may . be,
dustry, and particularly in the awaited: with some confidence,
durable goods industries. | ’ Recap.itulating, Mr. Blackwell
" Since the beneficiaries’ abroad summarized his’ prinicipal reasons
of our increased impérts of con- for’ expecting ‘higher exports in
sumer goods have not been .the- 1959 than in 1958 as follows:
saine ‘countries, generally speak-- Most of the countries whose
ing, as.those adversely affected purchases here are geared pri- -
by reductions in our imports of marily to the levels and trends of.
industrial supplies and materials, their intérnal economies, without
the impact of our recession upon current sensitivity to dollar ex-
foreign suppliers of such materials change availabilities, appear
has by no means been neutralizéd. 'likely to achieve renewed or con-,
Moreover, this impact was rein-" tinied economic expansién-during
forced by a somewhat similar the year ahead, and thus to pro-
downturn in the import demands’ vide more buoyant ‘markets for
of European countries whose in- U.'S. goods-than during the past
dustrial production trends- flat- year. At the same time, many of
tened out or dipped slightly dur-. the countries whose international’
ing  the past year, and :whose fihancial positions still’ impose’
business firms also apparently fol- close limitations upon their pur-
lowed ‘more conservative inven- ',Chaiesf Seelm "gto have good f'D§OS-'
PO SR g Y £ “pects for larger ‘earnings of for-
tory policies during 1958. The ;" ohange during 1959, Both-
effects of these developments upon. considerations ' point toward
exchange earnings of many coun-. higher U. S. exvorts, provided
tries producing primary products that- our - competitive position in.
for export -were .ultimately ,felt foreign markets does

5 : é ' rate substantially. )
by the industrial countries of Eu-' 14 hag peen widely suggested

‘only fractional changes.

ot deterio- -

to each of the less developed Bowes has joined the staff of H. M.
areas by all of the leading .indus-- Byllesby & Company, Incoxpo=
trial countries combined showed rated, 135 South La Salle Street,
While these broad statistical Mmembers of the Midwest Stock
comparisons are of limited signif- Exchange. i
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NEWS ABOUT BANKS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC,
REVISED

CAPITALIZATIONS

AND BANKERS

William E. Robinson and- J.
Huber Wetenhall have been
elected directors of Manufacturers
Trust Company, New York, it was
announced on Feb. 17 by Horace
C. Flanigan, Chairman of the
Board,

3 #

Carl L. Miltz and George D.
Templeton have been appointed
‘Assistant -Vice-Presidents of the
United States Trust Company of
New York, it is announced by
Hoyt Ammidon, President.

Mr. Miltz joined the bank in
1934 and was appointed Assistant
Secretary- in . 1957. -In his new
position he will continue working
in the Banking ' Division,

Mr, Templeton joined the com-
pany in 1939, and was named
Assistant Secretary in 1956. He
will continue as head of the
Securities Department,.

# # Ed

The promotlon of five staff

members ,of The Cotinty Trust

Company, White Plains, N. Y., to.

the rank of Assistant Treasurer
was announced today by Dr.
- Joseph 'E. Hughes, Chairman of
the Bank’s Board of Directors.

Those advanced were William
E. Eade, Manager of the Tabulat-
ing  Department, White Plains;
Anthony J. Matranga, Operations
Division, White Plains; Elbert C.
Mead, Jr, Chief Accountant
thte Plains; Thomas 1. Muldoon,
Manager of the Cost Analysis De-
partment, White Plains; and
Chester H. Selfert 4 South Divi-
sion Street, Peekskill office,

] il £

Industrial National Bank of
< Providence; ‘R. 'L increased its
common capital stock from $11,-
500,000 to $12,000,000 by a stock
d1v1dend effectlve Feb. 3, (Num-
ber of shares outstandmg—l 200
shares, par value $10).

b £ %

George C. Ivins, President of
the Seabright National Bank,
N. J., died Feb, 10. He was 32
years of age. ;

T I A

The eclection of Fred J. Brother-
ton and John D. Van Epps Jr. to
the board of directors of the Pali-
sades Trust Company, Englewood,
N. J., was announced Feb, 16 by
C. W. Floyd Coffin, Chairman.

g o =

Officials of the West Hudson
National Bank of Harrison, N. J.,
and the First National Bank of
Jersey City, N. J., announced Feb.
17 that preliminary agreement had
been reached by the directors of
each institution as to a plan of
consolidation or merger.

- ‘Under the plan, stockholders of
West Hudson National Bank would
receive one share of First National
Bank of Jersey City stock for each
nine shares held. The plan is sub-
ject to the approval of supervisory
authorities and - shareholders of
both banks.

& & %

The National Bank of New Jer-
sey, New Brunswick, N. J.,, in-
creased its common capital stock
from $1,050,000 to $1,155,000 by a

. stock dividend, effective Feb, 3
(number of shares outstanding —
115,500 shares, par value $10).

RO T

William C. Robinson was elected
director emeritus of Mellon Na-
tional Bank and Trust Company,
Pittsburgh, Pa., at the regular

* meeting of the bank’s Board of
Directors.’

Mr.. Robinson has served con-
tinuously as director of Mellon
Bank and its predecessor banks
since 1922, when he was elected a
director of Mellon National Bank

and The Union Trust Company of
Pittsburgh, He became a director
of Mellon National Bank and
Trust Company upon the consoli—
dation of the two banks in 1946.
& £ £
First Pennsylvania Banking &
Trust Co.,, Philadelphia, Pa,
elected ‘Abraham L. Freedman.
and Henry W. Gadsden directors,
El ” # v
Thomas G. Wolstoncroft and
Lawrence Dilworth have been ap-
pointed investment = officers of
Fidelity Trust Company, Pitts-
burgh, Pa., according to John A.
Byerly, Presxdent Their . offices
are located in the bank’s Trust
Depaltment
Wolstoncroft was formerly
an Assxstant Secretary at Fidelity,
the same position he had held at
the Potter Bank and Trust Co.,
Pittsburgh, Pa., where he had
served for 34 years prior to that

fall, o

£

The Second National Bank of
Washington, Washington, D. C,
changed its title to The First Na-
tional Bank of Washington, effec-
tive Feb. 2, .

b a@ LY

Merger certificate was issued
approving and making effective,
as of the close of business Jan. 30,
the merger of Savings Bank and
Trust Company, Richmond, Va.,
with common stock of $400,000,
into First and Merchants National
Babk of Richmond, Richmond,
Va., with common stock of $5,400,«
000. - The merger was effected
under the charter and title of
First and Merchants National
Bank of Richmond.

it B B

The board of directors of Na-
tional Bank of Commerce, Norfolk,
Va., announces the election of
David L. Strain as Vice-President
and John L. Gibson, II, as Assist-
ant Vice-President.

0 0t e

Merger certificate was issued
approving and making effective,
as of the close of business Feb. 5,
the merger of Bank of Greene,
Incorporated, Stanardsville, Va.,
with common stock of $60,000, into
The Peoples National Bank of
Charlottesville, Charlottesville,
Va., with common stock of $1,—
778,960. The merger was effected
under the charter and title of The

:Peoples National Bank:of Char-

lottesville,
wow o ow

The common capital stock of
The National Bank of Toledo,
Ohio, was increased from $2,500,-
000 to $3,000,000 by a stock d1v1-
dend, effective Feb. 5 (number of
shares outstanding — 120,000
shares, par value $25).

% @

First National Bank of Warsaw,
Warsaw, Ind., with common stock
of $225,000;. and Citizens State
Bank, Milford, Ind., with common
stock of $35,000 merged, effective
as of the close of business Jan. 31.
The consolidation was effected
under. the charter and title of
First National Bank of Warsaw.

# & @

Marquette National Bank, Chi-
cago, Ill., increased its common
capital stock from ' $350,000 to
$700,000 by a stock dividend, ef-

fective Feb, 3 (number of shares .

outstanding — 35,000 shares,. par
value $20).
* & &

By a stock dividend, the com-
mon capital stock of First Na-
tional Bank in Grand Forks,
N. Dak., was increased from $600,~-
000 to $750,000, effective Feb. 5

"increased

bank’s merger with Fldehty last ¢

The Commercial and Financial Chronicle . .

(number of shares outstanding —
75,000 shares, pax; value $10).
@ “

The Union Stock Yards National
Bank, Union Stock Yards, Kan.,
changed its title to Stockyards

| National Bank, effective Feb. 2.

“ % %

The First National Bank and
Trust Company of Tulsa, Okla.,
its  common - capital
stock from $6,000,000 to $6,300,000
by a stock dxvidend and from $6 -
300,000 to $7,300,000 by the sale
of new stock, effectlve Jan, - 30
(number of shares outstanding —
730,000 shares, par value $10).

% %
he common capxtal stock of
The City National Bank and Trust
Company of Kansas City, Mo., was

.increased .from $5,000,000 to $10,~

000,000 by a stock d1v1dend ef-
fective Feb. 6 (number of shares
outstanding — 400,000 shares, par
value $25).
PR T

The common: capital stock of
The . Harpeth National Bank . of
Franklin, . Tenn., was increased

from- $150,000 to $200,000 by ‘a’
stock dividend, and from $200,000

to- '$250,000 by the sale of new
stock, effective Feb, 6 (number of
shares outstanding — 5,000 shares,
par value $50).

% # B

Lumberton, effective Feb. 3, and
the common capital stock was in-
creased from $300,000 to $400,000
by sale of new stock, effective

Feb, 3 (number of shares out-

standing—40,000 shares, par value
$10).
& L L

The Liberty National Bank &
Trust Company of Savannah, Ga.,
increased its common @ capital
stock from $500,000 to $600,000 by
the sale of new stock, effective
Febir 3, 1959 (number of shares
outstanding — 60,000 shares, par
value $10).

= & &

The common capital stock of
The Barnett National Bank of
Jacksonville, Fla., was increased
from $3,500,000 to $4,000,000 by a
stock dividend, effective Feb. 2
(number of shares outstanding —
200,000 shares, par value $20).

W% %

The First Capitol State Bank,
West Columbia, Tex., has changed
its title to First Capitol Bank.

B Ed s

The First National Bank of Bay
City, Tex., increased its common
capital stock from $300,000 to
$500,000 by a stock dividend, ef-
fective Feb. 3 (number of shares
outstanding — 5,000 shares, par
value $100)

" L3

By 'the sale of new stock the
common capital stock  of Paeific
National Bank of San Francisco,
Calif., was increased from $4,470,~
660 to $5,960,880, effective Feb. 4
(number of shares outstanding —
298,044 shares, par value $20)

B

zhe common cap1ta1 stock of
ithe Peoples National' Bank of
Washington in Seattle, Wash,,
was increased from $4,000,000 to
$5,000,000 by a stock d1v1dend ef-
fectxve Feb. 6 (number of shares
outstanding — 250,000 shares, par
value $20).

: = L] *®

The Pacific National Bank of
Seattle, Wash,, increased its com-
mon capital stock from $5,000,000
to $5,500,000 by a stock dividend,
effective Feb, 2 (number of shares
outstanding — 550,000 shares, par
value $10).

2 With Leo MacLaughlin

(Special to THE FINANCIAL CHRONICLE)

PASADENA, Calif, — Lawrence
H. Gleason and Charles K. God-
frey have become associated with
Leo- G. MacLaughlin Securities
Company, 65 South Euclid Ave.
Mr. Godfrey .was formerly with
Waldron & Co,, Inc,

" The National Bank of Lumber-’
" ton, Lumberton, N. C,, changed its
title to Southern National Bank of .

. Thursday, February 19, 1959
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Bank and Insurance Stocks

By ARTHUR B. WALLACE ==
This Week—Bank Stocks

The shift from loans and discounts to investments among the
leading New York City banks during 1958 is brought out clearly
in the accompanying schedule:

Breakdown of Sources of Gross Income
Interest and ¥Fees, Commissions
PDividends from and
4 ey . Miscell
195%

Loan
——Interest—
5 1958

1958
Bankers Trust
Bank of New York..
Chase Manhattan ___
Chemical Corn - :
Empire Trust —_
First Nat. Cily*j_...
" Guaranty ‘Trust
Hanover Bank
Irving Trust
Manufacturers
J. P. Morgan & Co.__
New York Trust
U. S. Trust

*Includes affiliate.. ¥Net earnings remitted Srom overuus hranches of Firss ;
National City included under Iees, C and Mi

It will be seen that there are several fair size shifts from loan-
interest, and come sizable increases in securities interest-and divi-
dends. The average decline in the loan interest ﬁgures for this
group of banks was 6%, %  whereas the average increase in the
income from investments was 20,2%: This, of course, was a re-
{lection of the effects of the recession, with: 16an. volume ‘declining
as a result of the contraction in busmess activity; and with invest-
ment in bonds-expanding as loans were paid “off.

In addition to the funds made available:by loan pay-offs; the
banks reported, in all cases .in this group, a greater wvolume -of
deposits. And, of course, this meant more funds available for
bond investments, 'As we are in a period now in:which seasonal
factors tend to lessen loan volume, the upward trend in invest-
ments. could -continue. until around ‘1nid-year, when the. seasonal
factors are reversed.

The tabulation shows relatlvely smaller changes in Fees,
Commissions and Miscellaneous. At most banks this 4s a more
constant contributor to gross. It consists primarily ‘of ‘trust busi-
?es'i,' the various elements in corporate and  personal trust -ac-

ivities.

The Bank Merger Picture !

While formal notificalions of special meetings of shareholders
of both Guaranty Trust and J. P. Morgan & Co., Inc,, have gone
out for March 4, announcement was made by officers of both
Manufacturers Trust and Bankers Trust that the recently proposed
merger of these banks has been called off,

In the case of Morgan-Guaranty the consolidation appears
10 be going through. In the Manufacturers-Bankers case, however,
a joint announcement was issued that studies had been made
looking toward a basis for merger, but “after full consideration
of the results of these studies it has become clear that it is unlikely
that a mutually satisfactory basis can be found. Accordingly it
has been decided to discontinue further discussion of the merger
project.”

This is the second abortive merger proposal involving Manu-
facturers, the earlier one having been the proposal to consolidate
with New York Trust Co.. seveml years ago.

Into the pro-and-con discussions on bank mergers there have
come two moves that, from the banks’ viewpoint, will bear
watching., Recently the Washington Department of Justice pro-
posed to Congress that the Clayton anti-trust act be amended
giving the Department more control -over mergers of banks,

Another move was the introduction of a bill in the House,
backed by the Treasury Department, that would give the Federal
Reserve . Board, the Comptroller of Currency, and the Federal
Deposit Insurance Corporation supervision over bank mergers
Under this bill the Federal Reserve fould have jurisdiction over
banks that were members of that System, but that were: state
chartered.. The Comptroller of the -Currencywould, - of - course,
oversee mergers in - instances where nationally chartered -banks
were concerned. The F. D. I. C.’s area would be banks insured
by that agency, which were not under the supervision of elther
the Reserve System or the Comptroller’s office.

There is some speculation whether, with two  Washington
departments vying for authority over mergers, anything is to
result. - ‘ s 4
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The Case for a Limitation
On the Federal Debt

By HARLEY L. LUTZ*‘
Professor Emeritus of Public Finance, Princeton University

. and
Government Finance Consultant, Nat’l Ass'n of Manufacturers

.-Adherence to an overall, seriously -arrived at limitation of the

i+ federal debt cam: (1) serve as a:restriction on federal
spending; (2) provide a “powerful ‘source of confidence

' - among investors” as to- the stability of the public debt as a
+,:.. long-range investment; (3) become an important influence
... confributing to tax reduction; and (4) discourage lack of
* ' compunction about debt financing. In making these observa-
* - tions, the nationally known public finance expert declares that
. & federal debt limit is a principle the American people cannot
afford fo neglect or abandon. Dr. Lutz is not unaware of
« devices that can be used to bypass a realistic limit, and be-
“lieves a policy honestly lived-up to can effectively brake the
. pressure exerted against budget balance and, thus, success-
fully deal with a major cause of dangerous and damaging

v ‘ inflation.

The policy of an over-all limit
or _ceiling on the Federal debt is
of relatively recent origin. Prior
to World War I, Federal borrow-
ing was done
by separate
debt .authori- -
zations, each
for a specific
amount, and.
the -aggregate’
of these au-
thorized -
amounts was, -
in a sense,
a- debt limit,
There was,
however, - no
limit to the
number of
debt issues
that ‘could be floated other than
that ‘set by the need for funds.
Section 21 of the Second Liberty
Loan Act of Sept. 24, 1917, as
amended has become .the basic
statutory authorization of public
debt operations since that time,
From 1917 to 1935 this section fol-
lowed the earlier pattern by set-
ting separate limits. for the
amounts of Treasury bonds, cer-
tificates,- notes, and bills, respec-
tively, with the difference that
there was an aggregate: limit for
each class rather than for each
issue within the class. In 1935 the
separate limits on notes, certifi-
cates, 'and bills were consolidated
into:one - total, and :in..1938 the
bonds were likewise- consolidated
into an over=all limit of $30- bil~
lion.  A: grand total of $45 billion
was set at thig time for all classes
of .public debt. paper. ; .
¢ It is'unnecessary to recount the
successive increases "in the debt
limit, ‘which was raised to.$300
billion in an Act of April 3, 1945.
This Act brought guaranteed secu-
rities ‘held outside the Treasury
into the limit for the first time.
Such securities had reached a
peak of $6.4 billion in 1941, but
the total outstanding had declined
to $433 million when they were
brought under the debt limit um-
brella in 1945. The Act of June
26, 1946, reduced the limit to $275
billion, a figure which required a
bit of juggling. Prior to that date
savings bonds had been included
at maturity value., The Secretary

. of the Treasury demonstrated that

+ the limit must be at least $285
billion on this basis, whereupon it
was decided to count savings
bonds “at current redemption
value.

The history. of the Federal debt
limit does not, on its face, offer a
very good case for limitation. It
must be noted, however, that since
1946 the government has managed
to keep within the $275 billion
limit. “The..temporary increases
that have been authorized annual-
ly since 1954 were made necessary
by the changes in ‘tax payment

Harley L. Lutz

#An ‘address by -Dr..Lutz before the
51st Annual Conference of Taxation of
the National Tax Association, Philadel-
phia, Pa.- .

*id

dates which unbalanced the flow
of revenue collections over the
fiscal year. This condition is not
a defect of debt limitation but
rather, a reflection on tax admin-
istration policy. .

. In a serious national emergency

‘requiring sudden large increase of

Federal spending, the debt limit

“would ' probably give way. The

sluggish response of tax ‘yields to
tax increases, the belief that the
real '‘cost of the war or other
emergency. can be shifted to the
future by compelling the next
generation to-service and redeem
the debt, and the observed fact
that patriotic fervor can be raised
to a higher pitch when the rigor
of sacrifice is assuaged by a gov-
ernment promise to pay the
money back at some later date—
these and other factors combine to
favor borrowing as against paying
as we go. Since large loans can
hardly be floated without the par-
ticipation of the commercial bank-
ing system, the process of paying
the bills by debt financing in-
flates the cost, which in turn re-
quires more borrowing and thus
sets in motion an upward spiral
of debt and inflated costs.

In this paper I shall first, pre-
sent some arguments for a Fed-
eral debt limit; second, consider
what should constitute a proper
definition and application of such
a limit; and third, examine some
collateral issues.

Reasous for a Federal Debt Limit

First, the debt limit has become
a symbol. of fiscal integrity. In
this regard it is related to another
aspect of debt limitation which
has deep roots in American fiscal
policy, namely, that of time. The
separate issues in all classes of
Federal debt paper have definite
maturity dates, that is, dates when
the respective amounts of princi-
pal become- due and payable.
True, no particular large issue can
be entirely redeemed in cash at
maturity except by the dubious
and dangerous expedient of print-
ing an equivalent amount of paper
money and forcing the debt hold-
ers to accept it. Ordinarily, hold-
ers- of any large maturing issue
do not want cash, but another in-
vestment. Refunding often in-
volves serious problems for the
Treasury but it provides oppor-
tunity \for both the Treasury and
the debt holders to consider the
current and prospective market
outlook and to adjust the terms of
the refunding issue accordingly.
Any owner of maturing debt can,
however, get cash for his hold-
ing if he wants it. I would link
together the over-all quantitative
limit and the time or maturity
limit as symbolic of our historic
intention - to control, and where
possible, to reduce the debt.

The American concept of defin-
ite debt maturities places the ob-
ligation to redeem—or to effect an
acceptable settlement with the
holders through refunding—

U LR % >3

“squarely on the government. Thig

viewpoint, which emphasizes the
position of the government as a
debtor who faces up to.the letter
and spirit of his obligation, is in’
contrast with that view which
underlies indefinite maturity, or
so-called “perpetual” debt, illus-
trated by the British Consols. The
Brit.ish Government assumes no
obligation or responsibility for
redemption’ of ‘its. Consolidated
Debt, and its pledge extends only.

- to. a commitment-to pay a. stated

amount of interest annually, on

each £100 unit of such debt as:

may. be outstanding. New borrow-.
ing by way of Consols is done by
setting a price for each unit that

~will attract new money' without

too great disturbances to the mar-
ket price of outstanding Consols.
The investor in Consols is entirely
dependent upon the  market for
getting his money-back., Whether
he recovers more or less than he
paid will depend on the price at
the time of sale.. The holder of
unmatured = Federal debt paper
who wants to shift his investment
must also take his chance in the

.market, but if he is able to hold

pis investment to maturity, or to
its call date, he can get par for
it, either in cash or in a new re-
funding issue.

Second, an over-all limit on the
Federal debt, if taken seriously as
it should be, ¢an serve as a res-
striction on..Federal spending.
This can, and should, be one of its
main”purpoges, * There is general
Tecognition among the people dnd
public officials that inflation -is
dangerous and damaging to the
economy, Budget  deficits ‘are a
major cause of an inflationary in-
crease in money supply and the
existence of a debt limit can be
an effective brake to the pres-
sures that would otherwise be ex-
erted against budget balance. I
repeat that this would be so only
if the debt limit were regarded
seriously as a firm matter of fiscal
policy. ! g <

In this connection I must. ex-
press by <distrust of the doctrine
of cyclical budget balance or com-
pensatory spending, which holds
that deficits should be deliberate-
ly incurred in a recession, to be
offset in the ensuing recovery hy
surpluses that would be applied to
pay off the recession-incurred
debt. Even this view would ap-
parently hold that the debt limit
should apply at the crest of the
economic cycle, otherwise ‘there
would be no good reason to re-
tire recession debt during the en-
suing boom. The basis of my dis~
trust is skepticism with regard to
the practical operation of such a
program, "It is always easy to in-
crease spending enough to incur
a deficit during the recession, but
not so easy to assure application
of the revenue surplus to debt
retirement rather than to addi-
tional spending during the boom.

It would be difficult to hold
any debt limit line if the trend
of the budget and the appropria-~
tions were upward year after
year, unless that limit were so
high as to be of. little practical
concern, As the limit is ap-
proached, a deficit resulting from
an unanticipated decline in rev-
enue would plunge the govern-
ment into trouble unless the debt
ceiling were raised. A climate of
economy is an essential prere-
quisite to good fiscal management
in many ways other than observ-
ance of a debt limit, but it is par-
ticularly necessary to this end.

In recognition of the fact that
for various reasons it is not prac-
ticable to maintain a balanced
budget through good and bad
years, a policy committee of the
National Association of Manufac-
turers approved the following
statement:1

“When an increase of debt is
necessary, it should be held to

.the minimum that will suffice for

this basic purpose. When sur-
pluses are to be built up, they
should be accumulated for the

1 Money and Credit Management, A ~
.ernment for the Fiscal Year 1958, pp.

Report of the Money and Credit Com«
mittee of NAM, October, 1955, p. 26.

purpose of retiring debt because
that. is a sound policy (i.e. at
that time), Sotind budget policy
should never be sacrificed for the
purpose of attempting control of
either inflation or deflation
through budget manipulation.”

A third reason for a Federal
debt limit is that the intention of
debt control which is thereby ex-
pressed would be a powerful
source of confidence among in-
vestors with regard to the sta-

bility .of the public debt as a long-

rangeé investment. One of the most
respected tenets of public. debt
management is that debt maturi-
ties should be'lengthened, to re-
duce the proportion of short-term
and floating debt, to avoid the
necessity of frequent trips to the
money market for refunding, and
to diminish the complications
arising from refunding at a time
when extensive new  financing
may be required. But the stretch-
out of maturities requires the co-
operation of investors, to whom
the question of the long-range
value of Treasury bonds is always
important. Wide open freedom!to
spend and borrow, which would
be encouraged by the absence of
a debt limitation, presents a defi-
nite prospect of continued infla-
tion and continued erosion of the
dollar in which at maturity, the
bonds are to be redeemed. This
prospect would be equally alarm-
ing to investors in -corporation
bonds," long-term mortgages, and

all other securities redeemable in '
a fixed number of dollars at some"

distant date.

- -In- the refunding operations  of
July, 1958, there was an abnormal
participation by the Federal Re-
serve System and an unusually
large demand for cash.2 This sit-
uation may have reflected the dis-
satisfaction of investors with the
refunding terms, a decision to
seek more remunerative invest-
ment fields, or investor concern
over the outlook for further in-

flation, W

..A fourth reason is that a Fed-
eral debt limit, consistently and
seriously observed, can become an
important influence contributing
to tax reduction. This would be
a corrollary of the restriction on
spending which a debt limit could
exert. At any time in the last
year and a half there might have
been a certain degree of risk of
a deficit as the immediate result
of the first step toward tax rate
reform. The need for such ac-
tion. was recognized by the Pres-
ident -in the following ' passage
from  his message accompanying

.the budget for 1958,: transmitted

to the Congress on Jan. 16, 1957:3
“It is my firm belief that tax

rates are still too high and that

we should look forward to further
tax reductions as soon as. they
can be accomplished within a
sound budget policy. Reductions
of tax rates would give relief-to
taxpayers and would also release
funds for the activity and invest-:
ment necessary for sustained eco-
nomic growth through private in-
itiative.”

This eminently sound view was
not followed up by recommenda-
tions for tax rate reduction. At
the time the reason did not lie
so much in the fear of a deficit,
for the 1958 budget projected a
surplus of $1.8 billion in 1958
notwithstanding a proposed in-
crease of $2.9 billion in expendi-
tures. Rather, the explanation is
to be found in the strong pres-

‘sures and  the built-in commit-

2 The total of the securities involved
in the exchange operation of July 17,
1958, was $16,264 million. Federal Re-
serve Banks and government investment
acounts held $7,119 million, and com-
mercial banks owned $4,018 million, a
total of $11,137 million. The balance, or
$5,127 million, was held by nonbank .in-
vestors. Subscriptions accepted for the

exchange offering totalled $13,501 mil- *
aid in -

lion, leaving $2,763 million to be
cash, or 549 of the total nonbank hold-
ins.A Treasury Bulletin, August, 1958,
p. A-1. |
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ments for more spending exempii-
fied by the steady rise of the
budget totals from 1955 onward.
It is now apparent to many, as ‘it
was clear to some of us at the
time, that a. beginning of a sound
program of tax rate reform in
1957, together with holding the
budget line, would have been
much the wiser choice.

A final reason for a debt limit
can best be stated in reverse. The
absence of a debt limit would
tend toward ‘less .compunction
about debt financing and an even
greater readiness to ‘utilize- this
method than now exists. I have

-in:mind. particularly the device of

authorization to spend from pub-
lic-debt receipts, Under: this ar-
rangement an agency or a pro-
gram is authorized to finance it-
self = by . borrowing, : sometimes

from ‘the public. but more com-

monly .from the Treasury, with
the result that the regular con-
stitutional. appropriation proeess
is bypassed. The practice is grow-
ing to insert such authorizations
in ' the “substantive legislation
which establishes the program.
Thereby- money can be obtained
from the Treasury without refer=-
ence to the appropriations com-
mittees. Senator W, A. Robert-
son of Virginia has said-that the
Senate Committee on Banking and
Currency . has reported, -and the
Senate has passed, this year (i.e.,
the second session of the 85th
Congress), billg authorizing .more
than $5 billion in direct_borrow-
ing from the Treasury.t'™ Obvi-
ously, the Treasury must, in turn,
borrow to provide : the .funds
which it advances to the several
agencies or programs. It is pos-
sible, of course, that an equiva-
lent might have been appropriated
if the regular appropriation. pro-
cedure had been followed, but the
chances are -that the .appropria-
tions committees would not have
been as liberal, which may ex-
plain the preference for the by-
pass. ’ pore v e

In any event, both the Congres-
sional control over appropriations
and the Budget Bureau’s control
over spending are undermined to
the extent that devices which by-
pass these controls are used. I
submit that a wide open policy
.on the public debt will encourage
resort to schemes for evading con-
trol. :

The Elements of a Debt Limit

The second part of this paper
deals with some of the practical
matters involved in a proper sort
of debt limit. "It :was noted above
that the concept has been modi~
fied in certain.Tespects such as
‘the’ inclusion  of guaranteed se-
curities .and. the changed basis for
savings * bonds. - Two ‘matters- of
chief importance 'will be dealt
with here, )

Effective Date. I assume that
the fundamental purpose of the
debt limit is - to prevent = the
growth of debt over.the  years.
From this. standpoint, the end of
the fiscal year should be  the
check point. It is-not necessary
to be too. exacting on a day-to=
day or hour-to-hour basis. There
will always be a certain imbal-

ance between the inflow of re-

“ceipts and the outflow of ex«

penditures which will require
adjustment by temporary financ-
ing. This normal .imbalance has
been greatly exaggerated in re-
cent years by the changes in the

dates for income tax payment

which have concentrated roughly
60% of the receipts in the second

Continued on page 30

4 “Report of the Committee on Bank-
ing and Currency to accompany S. 3651,”
individual views of Mr. Robertson, pp.
22, 23. Cf. also, Federal Expenditure
Control and the 1959 Budget, A report
of the Gover t E y. C i
NAM, March, 1958, p. 10. The total
authorizations  to spend from debt re-
ceipts enacted for the fiscal. year 1958
was $5,673 million. To date the total
for 1959 is $749 million, with another
$200 million anticipated for later transe
‘mission. Cf, Midyear Review of the 1959
Budget, p. 14.
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" The Board of Directors
In the Smaller Corporations

By WAYNE G. BROEIL, JR.*
Professor of Business Administration

Dartmouth College, Hanover, N, H.

Dartmouth College Professor refutes the supposition held that
directors are unnecessary or are fundamentally different in the
smaller corporations. He specifies their key responsibilities,

discusses recruitment and how directors should be utilized.
The writer stresses the attributes of integrity and independence

in the make-up of both “inside” and “outside” directors in
pointing out that even large shareholders on a board must be
independent in order to judge longer term issues from a cor-
porate point of view. Takes up the subject of director’s fee,
distinguishes a consultant from a sound board member, and
reviews sensitive operating relationships and other matters.

- Both the financial and the gen-
eral press have enthusiastically
commented on two recent director
appointments, one by Lancaster
and Chester

Railroad, the

other by a

Glendale, Cal- %4

ifornia, bank. '’

the railroad

director

turned out to

be Gypsy

‘Rose Lee, the

bank execu-

tive Casey

‘Stengel; per-

hapsthese

facts added ‘

flavor to the .
stories. Nev- Wayne G. Broeh, Jr.
‘ertheless, th e

public’s interest in these two ap-
pointments points up the interest-
ing and often inaccurate images
of the board of directors that have
frequently been built up in the
minds of the public and the stock-
holder—and, which is more se-
tious, often get lodged in, the
minds of operating managements.
‘So ‘a closer look at this key" job
of director is clearly in order.

- I shall concentrate largely on
those problems unique to the
smaller corporation. But the dif-
ferences between the large and
the small company are not as
substantial as supposed. In my
tesearch I have found a curious
and amazing idea among many
smaller compantes—that the char-
acter and use of the board are
fundamentally different in the
smaller compzny. I have even
Deen told by more than one presi-
dent that “in our company the
board of directors is really not
necessary.” This is not just short-
sighted; it is just not so!

To illustrate -why it isn’t, we
need to go back beyond board
‘practices as such and ask our-
selves, “What are the inherent
functions of a board?” We could
‘probably get a start toward the
answer by pointing out that the
L oard’s major responsibilities are
to set goals and formulate basic
‘policies, whereas the operating
management’s are chiefly to im-
‘Mement and administer policy. In
‘“wctual practice these two functions
«re inevitably closely linked. The
board and the president are con-
stantly changing hats — first for-
mulating . goals and policies, and
‘then setting in motion the actions
-necessary to implement the for-
mulation. There is no .plan of
action that does not at least im=
plicitly restate the goal itself, and
no goal is truly meaningful until
realistically translated into actu-
ality. '

g s Outlines Responsibilities
But it is very useful to keep
the distinction we have just made
clearly in mind. And to dig more
‘ ;deeply into this relationship, let’s
apply our scalpel to the total job
of the director and try to peel
‘back each of his separate respon-
_ *An address by Prof. Broehl before

., Investment Casting Institute’s “Man-
agement Conference,” New York City. an

sibility. I think'we would find
these four are prime:

I
To Provide for Management
Succession

The single rnost important re-
sponsibility of any board is to
choose the chief executive officer.
In this one decision the board de-
fines and delimits * the whole
image of the corporation.- In ef=
fect, through this choice, the board
states its concept of management
for at least the near-term future,
Now this is not. a one-shot deci-
sion, to be made only. when a
president retires or dies. If the
bcard is doing its job right, it will
continue to “choose” the incums
bent president every day of his

operating career, and at the same )

time keep itsell ever ready to name
his successor if necessary. This
replacement, incidentally, is in-
evitable, in spite of the myth that
the smaller-company president is
immortal! There is often remark-
able reluctance by an otherwise
realistic president to face up to his
own replacement; the board must
help him over this crucial hurdle.

1

To Nurture and Affirm — and teo
Caution and Deny — Operating
Management’s Programs
Of Action

As-one president recently put it,
“If you can walk into a group that
are your judges and say, ‘Now,
gentlemen, this is my program,’
let them attack it, and you defend
it; and when you finally come
out of there, they say it’s all right
that you go, then you go with con-
fidence.”l This way the director
can dig ‘into the problem, beneath
the initial assumption, down' to
the underlying reality. In the
process he can help the president
think" through the problem and
assure himself that the program is
either clearly sound or question-
able. The job of president is a
notoriously lonely one; the op-
‘portunity to bring problems to a
sympathetic but detachefd group of
sound businessmen is almost
uniquely found in the - board-

president relationship. The board, |

is not only a sounding board; it
can also nurture new ideas along
to maturity. This fact poses a
real challenge to the board to
study and enhance this operating

relationship. Probably many .

boards- are too little concerned
about the thoroughgoing need for
'self-stu_dy and training as a
“sounding board”—a role that’s
essentially a combination of in-
formed listening and thoughtful
contemplation. Most board mem-
‘bers are themselves operating
‘men 90 % or more of the time, and
themselves tend to be “action
happy.”. Learning to listen. is
oftfn not easy for them!

m

To Perpetuate the Corporation
y Itself ’
By giving the corporation per-
spective beyond itself, and . by
1Smith, E. Everett, “Put theA Bnard

of Directors to Work!”- Harvard Busi-
ness Review, May-June, 1955, p. 44.

.must be able
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giving perspective from the pres-

ent moment out .into the longer-" .

term future, he director can begin:
to cloak the corporation in-that’
perpetuity . envisioned - by ' Chief*
Justice ‘Marshall in -his famous'

Dartmouth College decision of :

1819. Please do not assume that I
am attaching too much .impor-

. tance to “public mindedness’” in a

board’s outlook. There is no ques-
tion but that this “big picture”
point of view can gain.inordinate:
impact. Some publicly oriented

board members have rightly been’

. taken to task‘for failing to under-' }

stand that their particular firms, -
living within their particular:in- .
dustries, need certain : profits to .

survive; Nevertheéless, a firm must

live within a: total society, ‘and -

time. el e
" Business ' history shows again
and again that those firms that.
have raised their sights beyond
the' immediate day-to-day .prob-
lems and faced up to. the fact that
they were ‘key elements in the

“to live-for-a long.-

total economy have been. those-

that have lasted and grown.’ And
this is a point that by no means
should  be made ,only, for . the
larger corporation. I am constant-

iy - impressed by the vitality of:.

some of .our’smaller New.England
companies in facing their regional;
national and even ‘international

responsibilities, . It is ; interesting.

that these progressive {irms gen-
erally havg strong boards, ., . ...

v
To Represent All. Stockholders.
Roughly in Proportion:to
Their Holdings'

Representation, as -we" use it
here, implies {wo closely related
objectives: First, to act as a fidu+
ciary in conserving the sharehold-
er’s holdings, and second, to take
the positive, or:operational, . re-
spongsibility of making fruitful use
of these funds. I should like to
emphasize this second . aspect of
representation, for it 'is. often
overlgoked by the stockholder=
oriented board member. One point
that
again and again in my study of

proxy battles was that it is- essen= .

tially sterile to try to vote stock
to preserve a -status quo.’ The
status quo is like a will-e’-thex
wisp—it always eludes you.. Too
often, stock is voted to “preserve”
rather than to “continue.”

Notice also that I -asked that:

this representation be' roughly ‘in
proportion to holdings. - Perhaps
we could use the analogy of the
elceted representative to sgovern-
ment; we expect hiin to be. sensi-
tive to our views and fairly rep-
‘resent or: state them in Congress.
But we hope that he can alse take
a broad point of - view ' when
necded—can look beyond partisan
interests in certain key situations
to the over-all good. 4

Now in looking at these four
points in terms of smaller” corpo=
Tations, I think we can make two
observations: ; S TR

Offers Two- Observations
First — except possibly. for the
fourth, stockholder representation
—amhy small-company boards do
not carry through. on these four
prime responsibilities. ,
Second, the reasons are largely
the result of the type of person
chosen for director and what is
done with him once he is selected.
Here we must inevitably intro-
duce the subject. of the so-called
“outside” . director. Actually, I
think this title is a misnomer, and

the discussions of the relative -
values of the “inside” and. “out- .

side” director are smoke screens
‘hiding a more fundamental -con-
sideration. -t T

~ A board member needs many’

attributes — integrity, courage,
knowledge, etc. But the most im~
portant single quality he must
‘possess ‘to adequately meet all
four of our prime responsibilities
is “independence.” He must .be
organically detached from  too-
‘close ties with any element of the

appeared and reappeared :

| .its. variables?

A A

.The highest civil award by the Haitian Goverrﬁnent was re~
i ceived by’ Carl Marks of Carl Marks & Co., Inc., New York City,
. from President Francois Duvalier on the morning of Jan. 27, 1959. .

Toussaint: L’Ouverture.

The award is an -election to the grade of Officer of the Order o‘f;,
The. Finance Minister Jean Maglioré;.

- Senator Victor' Nevers ‘Constant; M.. Clement. Barbot, Private Sec-,

-retary of the President of Haiti;

-~ Secretary “of State- of- Coordination; Dr. Carle-Mevs,

M. Michel Lamartiniere Honorat,

‘Member . of.

-*the:Communal Commission of Port-au-Prince; and numerous other,

notables. were present.

The award. carries an

honorary citizenship from Haiti. It was'

. 'given 'Mr. Marks because of his -continued interest -in: economic
problems concerning, the Republic of Haiti. Many years ago Carl .
Marks & Co. had an indirect association with the financing of the:

. Casino and _other buildings in Haiti. fn m 87

corporation—=the- chief: executive,
any - given stockholder bloc, the
employees or suppliers. But even
beyond this detachment itself, he
needs' enough stature to be. able
not only to. affirm but also to
‘deny the president-(I am empha-
gizing here, for -the moment. the
adversary. .side” ‘of - this  relation-
ship). . :
Without this stature, I maintain
the ‘director is not really inde-

.as bluntly as :this—“Can: your di-
rectors, in actual:fact; -fire the
chief executive officer?” Assum-
ing you are both.president and
majority. stockholder; your answer
‘would prohably be-“No; they can~
not—this. would:be: most-presump-
tuous.” ‘And.I: would hasten .to
agree.- with you.: Unless«we. pre-
serve. the right of private prop-
erty, with- its: concomitant rights
of personal initiative and: pérsonal

success .or- failure, we. :will “get-

other. concepts. of “individual en-
terprise. But I would additionally
hasten to add that I want no com-
placency and -locked-in. ineffi-

cietcy countenanced by-any board. .

.Should not erery manager in part
be “ruaning scared”-realize that
“he is ‘accountable.for success and
failure?. .Should not every aspect
.of ‘the corporation be :scrutinized
from every angle-of every one of
You: ask this of
your. employees. And -'manage-

~ment, 00, is one of these variables.

If I were to recast, our. original
‘question to say, “Can your di-
rectors, in the face ‘of lessened
efficiency -of the chief executive,
-effectively bring about the ‘desig-
‘nation of a strong executive vice-
president?”’—the problem takes on
‘more realism. It’s a provocative
question, and ‘one that _should
help you assess the actual inde-
pendence of the board: -

The Large Shareinoidei

“But what of the practice,” you
‘might ask, ‘“of having large' share-
holders represented on the board?”
“All right,”-I would answer, pro-
vided the board member is not
subservient to the wishes of that
bloe—can 1ook - to-the longer-term
issues of management succession
-and perpetuation from a corporate
‘point of view. We see a number

of ‘examples where a lawyer or °
other representative of -a. retired .

executive or his widow, or of a

pendent. I am.tempted. to. put it~

large non-management bloc *of
stock, has effectively been able-to
represent his client and usefully
serve the broader interests of the
company. Unfcrtunately, we some-
times see the opposite—where.thé
representative  is wedded  to’'a
narrow point of view that -ovet-
emphasizes the short-term consid-
erations. Income and: estate-tax
implications: have caused particu«
larly unhappy consequences here.

The important consideration,
then, is not whether or not the
director is‘an “insider” or an ‘‘out-
sider.”” Rather; -the strength or
weakness. - of the. relationship
varies directly with his actual, as
against the professed, independ-
‘ence. Perhaps we could general-
ize. that. the chances ‘are ‘greatet
that an outside director will typ*
jcally have greater-detachment
his relations with imanagement and
stockholders.” This is’ not -always
s0;,the converse is frequently trt_xe.
But*I ‘do feel” that the typical
tendencies are in:the other direc+
tion. Managements are-too ‘offen
complacent of. their own perform-
ance. The inside directors are too
secure in their ‘relationships with
their chief ‘executive, and come to
feel great 'dependence on both the
corporate status quo and, particu- |
larly,‘the president’s”wishes. No
amount of exhortation that “this
is not true in our company”’. can
mitigate it . if . the- tendency. is
there. And it’s an extremely subtlé
relationstip, one that is hard. o
bring oneself ‘to recognize. .. You
don’t like to think: of your. people
as being “yes men,” and in fact
they probably never put it baldly
as “yes.” But. there are many
ways of blindly agreeing without
appearing to be doing it blindly: '

A fair question here would be,
“Where .can I find such an ‘inde:
pendent’ director?” This question
is made more difficult by the very
fact that, as we have premised, the
actual face - to - face relationships
are the ones that count. Whether
he’s a lawyer, a supplier, a college
professor, or what have you, mat-
ters much less than the explicit
relationship ‘he will assume, par-
ticularly in relation to the chief
executive officer. Therefore,- wé
look first for integrity and. inde-
pendence. - . Lo,
Consultant vs. Board Membet .
A recurring .reaction among
many smaller-company presid_e‘n’t‘s
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is that the man. who is really -out-
side the particular company’s field
=—Wwho is being considered.not for
. _t,echpxpal_ knowledge but. for his
qualities as a generalist-—is not as
, -Sound - a ‘choice” as the. technical
“specialist who ‘knows ’the com-
pany’s field well. I-do not under-
estimate the ‘problem of - training
‘0f ' a generalist ‘in the company’s
operation. If the industry-orienfed
man is also broadly ‘oriented, so
‘much’ the better." However, re-
member that the qiality asked of

‘a board member is ‘different than
that asked of an expert consultant.
‘A~ consultant ‘may- be critically-’

-heeded asa’ consultant, “and-. still
‘not be a sound board member: -
:iqe\gitably intrudes in any discus=-
‘sion of -outside-directors. 'Let me
.‘gffe,r two. comments' ‘here.  First;
"don’t - underestimate . ‘the. ‘motiva-
' ,tthnal value: of a“small-directoi’s
:fee. - One -of the’ 'most-surprising
- things I- have ‘encountered in°my
" ‘reséarch-is the pride.with which

.a;director. regards™ his director’s"
-fee,” even: though: it is:‘“nominal” “:
-‘as to be almost insulting. T think -

if we were to make a curve of in-
difference on the ‘various sources
of executive incomé; I'm sure we
would find the director fee at.the
top in desirability. I'm not sure
I can explain, this. But it does seem
to tell us that.not only.is the di-
rectgr’s job a prestige job, but the
fee itself carries prestige not nec-
essarily tied to the -amount:

My second point is more directly
applicable to the smaller firm. In
several young firms I have found

an.interesting: concept .of the. di--
‘Tector’s fee.. We might dub it the:

““growth fee” notion. In the early
-stages of the firm’s growth the fee
i8 either nothing or.negligible, but
it is, clearly understood that ‘as the
rm gains in strength- and profit-
ability the director—who presum-
ably helped it develop—will share
.in its increased profits.through a
higher long-term fee. - .

Sentitive Operating Relationships,
.. Let’s now assume that we have
& soundly constituted board; what,
then, are some-of the sensitive op-
erating relationships?..

" Certainly the first is the relation
of this board to the chief execu-
“tive. I reiterate the intense need

- for the board to keep-a pattern of
executive .succession : always in
mind. Approaching retirement, the
chief executive may be tempted to
_indulge .in two common practices,
y either of which may confound the
‘board unless carefully understood
“~'by all concerned. On the one hand,

he may wish to hand pick his suc--

--cessor. - Typically, no one is in a
+“better position to-assess his sub-
" ordinate’s” performance.  But—as
.we ‘have already stated—this is
- " the most important of-the board’s
‘many responsibilities, It is, there-
- * fore, incumbent on both the presi-
dent and the board to make this
choice one in which “both agree.

" The: other practice;  becoming.

more common, is ‘“semi-retire-
ment,” in which the chief execu-
tive maintains:a part-time operat-
~ing relationship beyond- retire-
-ment.. The..growth ' of ' deferred
" eompensation plans has promoted
.this practice.” But'it'is ‘potentially
.-dangerous unless hedged- ‘about
with clear restrictions. that will

prevent the- ex - president - from-

hamstringing his successor. - There
is great value in the “clder states-
“man” concept;if it is clearly un-
-derstood. The board’s responsibil-
‘ity is to ensure that it is. .
. Another very sensitive relation-
ship of the board is with subordi-
s nate operating officials. This was
~brought out .in the thought-pro-
. voking article, in the November 1
-issue of Business Week, on Smith-
“Corona’s establishment of a
planned procedure by which oper-
“ating officials.can contact directly

-board members -in their" special -

fields. In effect, the system. ex-
plicitly provides for: by-passing
the chain of .command running
through the‘president’s. office. It
“evidently has worked well. A
strong word of caution is in-order,
though. This practice does violate

‘#::The question -of ' compensation’

-a presumed basic tenet; that-the
-board member’s’ formal relation-
‘ship—or, to.put. it more.correctly

rlegal . relationship—with: ‘subordi-’
nate. operating ..officials. must be-

:confined to'board meetings. as such:

“Certainly, the" practice ‘of :calling

.these operating officials to board

~meetings from time to time is very.

wise.' There is a real need for ac-

-climating the operating men tothe
.board concepts well before he:is

actually chosen a board .member.

:And, as‘we have mentioned ear-

lier, the board must knoy ‘the po=
tential’ candidates for chief execu-
tive “long’ before it:'chooses him.

“But extending this director-em-

* ployee relationship to extra-meet-

ing’ contacts is fraught. with great
dangers. “A-hoard member has sig-
nificant status' (formal and infor-
mal)” and- an innoeeént 'question

.asked largely for information may
“backfire:
.plicates the problems of the chief

(This, " of -course, - com-

‘executive” officer: in ‘training ‘the
so-called “‘outside” director.)

e Other -Points * - :
‘A” word or.two on several other
points. "Here are some other things
I look for ‘in"trying to assess a
board’s truie operational efficiency:
(1) 1t the post of chairman con-
stituted clearly? Do the chairman’s
attributes complement those of this
chief-executive officer? Does the
chairman in fact provide a leaven-
ing influence on board meetings?
(I feel that the practice in many
smaller ‘companies of .combining
the jobs of chairman-and president
fails to take advantage of one.of
the" really ~significant - managerial
relationships.) . i
(2)"Are there-agenda for every
meeting? “More -importantly, are
the agenda operational, providing
clearly ‘defined - areas for specific
thinking? "Or do they merely-enu-
meratée standard items?  (Inciden-
tally, the use' of the premeeting
report’ varies ‘widely; many .com-
panies”use if, but some feel that
itutends: to"build up preconcep-
tions:).” v o ' -
,(3) Are there disagreements? In
this harmony-conscious. age we
sometimes tend to forget the salu-
tary -effécts‘‘'of honest disagree-
ment, Often the meeting’s -chief
purpose’ seems to be to “rubber-
stamp”. previously made decisions.
To guard' against this is the re-

sponsibility of board and president.

equally.™ - -

(4) Finally, one of the most im-
portant, single operational . ques-
tions facing a board of directors:
Is there .some kind —. formal -or
otherwise — of mianagerial-salary
committee? And.is this commit-
tee made up in part.(or in whole)
of men whose salaries are not set
as part of the corporate salary
structure? How is the salary of
the chief executive officer set? To
what degree must the board know
his  total economic situation? And
how does the board.ascertain -how
deeply “it must probe. to find it?
These;are troubling questions. We
all hope.to keep our own personal
plans ‘to our own families. . And
yet, in the case of the. executive,
the reasons .for. his setting his
corporate salary at X level may be
inextricably linked to his personal
goals, perhaps, largely .in the light
of current-tax laws. But its im-
pact:on other salaries in the
poration is. obvieus. -- s

‘I will say this, though. It’s very
hard.for  anyone to be truly ob-
jective about his own compensa-
tion.. Here is perhaps one place
where sharing a decision with the
board will pay off handsomely .in
peace of mind.

And don’t all of us find it ex-
iremely difficult to be objective
about our own performance? Per-
haps we could all usefully use a
personal “gadfly,” as Socrates de-
sceribed himself: ¢ ‘

“I am that gadfly which God
has attached .to the state, and all
day 'long "and in all places am
always fastening upon you, arous-
ing and persuading and reproach-
ing-you.” - - .

Is your board of directors your
‘“corporate gadfly?”

cor-

' ;Hotel Statler-

‘:a - vice .presi~

M. Y. Banker Analyzes
‘1958 Bisclosure Act

. Provisions of the Welfare-Pension
" Plans Disclosure Act of 1958 are

analyzed by William L. Barton at
-t mge_ﬁng ‘of savings bankers.’

A comprehensive analysis of the -
~Welfare and Pension Plans Dis- -

«closure Act of 1958 was presented

;,February 10, by William L. Bar-"

ton before the
11th Annual °
~Conference -
. on Operations,
cAudit and
Contrel, or-
.ganized . by
.the . National
Association of
‘Mutual . Sav-
:ings  Banks,
held: . at. the

:Hilton, in

i .Boston,” Mass. .

“Mr.. Barton..is.. “William L. Barton

dent”- of /'the ‘

East- River - Savings- Bank,. New.

York, and a member of the Asso-
ciation’s’ Committee on Savings
Bank. Internal Operations.

“-The new legislation which Mr.
Barton discussed requires admin-
istrators  of welfare and pension
plans- to publish descriptions of
such plans and to file annual fi-
nancial reports. Savings banks are
affected by this legislation, Mr.
Barton said, since many of them
have organized welfare and pen-
"sion plans for their personnel, Mr,
‘Barton said that the Act had been
adopted on the assumption that
progressive employers  should
have no real objection to disclos-
ure, “Adequate disclosure,” he

said, “which many savings banks"

have long practiced, fully achieves
the complete value in employee
relations which the benefit plan
was intended to achieve when it
was set up.”

Underwriters Trust
Enlarges Facilities

. Underwriters Trust' Company
observed Open. House at their
newly enlarged quarters at 100
William Street, corner of John
Street, Feb. 16, 17 and 18. Chris-
tian W. XKorell, President of
Underwriters Trust Company,
has announced that the newly en-
larged quarters provide m}lch
greater facilities for convenient
banking, a reception space for de-
positors, and additional tellers
windows, to accelerate banking
needs. '

'Underwriters Trust’ Company
has-been located in the Insurance
Distrjct for the past 30 years giv-
ing specialized service- in the
fields' of insurance, investments,
and the tobacco, leather and met-
als business among their other
services. The present expansion
‘is_.another. forward step in the
bank’s long-established policy of
integrating itself with the growth
of the city of New York.

FIGC Banks Place Debs.

The Federal Intermediate Cred-
it Bank on Feb. 17 offered a new
issue of approximately $192 mil-
lion of 3.70% nine-month deben-
tures, dated March 2, 1959 and
maturing Dec. 1, 1959, Priced at
par, the new issue was offered

through John T. Knox, fiscal
agent, and a nation-wide ‘selling
group of securities dealers.

It was also announced that a
total of $8,000,000 of outstanding
debentures maturing July 1, 1959
and Oct. 1, 1959 was sold for de-
livery March 2. Proceeds from the
financing will be used to refund
$141,600,000 1.60%  debentures
maturing March 2, 1959.

Missile

Discovering gravity secrets to

s and Electricity

By ROGER W. BABSON

(887) 28

harness the sun’s energy and

development of anti-missile missile are respectively, according
to Mr. Babson, the great peace-time and defense priorities for
mankind. The financial writer doubts any country would start

wires . . , carried mp through:

"a .war without having ‘the anti-missile missile; does not.recom-
mend investments in corporations with missile contracts; and
relies on his' studies of gravitation to support belief “two

space a certain distance . . .

<_:ould utilize the atomic heat from the sun. . ..”

, 'The’ newspapers carry much ‘inventions have come from a

| news regarding missiles and rock- -
.ets. This news is of interest to the -
plants which -

.many industrial
make parts
for such mis-
siles. How-
.ever, notwith- : e, ! 1
standing  the Y

g Washington

.:reléases on .
.missile con-.
‘tracts, the
corporations °
which have
the govern-
ment con--
tracts derive
very . .little’
profit from
such business.
I am not now Roger W. Babson
recommending: investment in any*
of these, !

Of course, we should all be in-
terested in missile experiments:
and in space studies. It is too bad
the Russians got a head start on
us. It is utterly foolish, however,
to state that “it will take two to
three years” for us to catch up
with Russia. Such reports are-
being put out by manufacturers-
as propaganda to get greater ap-
propriations. President Eisen-
hower knows this and will not
be fooled by them. .

Importance of Anti-Missile
: Missiles

It is well for us to have ‘“‘sur-
face - to - surface,” “underwater-!
to-surface,” and “air-to-surface”
missiles which can hit a given-
target 500 to 2,500 miles away.
These are as important as guns,
cannons, submarines, and air-
planes; but they are for offen-
sive warfare. It seems generally
understood that the United States
is in no mood now to start a
World War. This also ' probably
applies to Great Britain and-
France. Whether or not Germany
will wait for Russia to strike first
‘is another question.

The above means that the im-
portant weapon, from a defense
standpoint, is an anti-missile mis-
sile, This is a missile which can
be fired to head off and destroy:
any approaching missile being
fired at our cities by an enemy.
Even though we would not start
a war with Russia, we would im-
mediately go to the help of any
{ree nation—including Germany—
which Russia might attack. We
then would be subject to bombing,
Hence, a defense against such
missiles-is an absolute necessity.
But today we hear or read very
little about. such protection as
anti-missile missiles.

’

4

Propaganda Is . Usually False

This is especially true of the
attempt to scare the American
people into spending more money
by saying it will take us three
or four years to catch up with
the Russian scientists. But let me
comment on this three fo four
year propaganda. All research
men know that . TIME is an im-
possible factor to judge with re-
gard to discovering the solution:
to any scientific problem. It may
have taken the Russians four
years to reach their present effi-
ciency with missiles; but the
physicists and -engineers of some
other nation may make a discov-
ery in 30 days which will put
them ahead of Russia. Most great

,

sudden idea. . ) :

Furthermore, Russia may no
now be ahead of us in anti-mis-
sile missiles. No nation yet has
the. protection desired from such
‘missile attacks. Yet this is the im-
portant discovery which the world
is-. awaiting. Some Washington
friends” may tell you, “We have
such an' anti-missile missile; buat

the data are ‘classified or secret’.”

Don’t believe them, The experi-

“ments .by most nations with anti~
'missile missiles are knowm

throughout the world. They can-

‘not be kept secret, except possibly
"by 'Russia in_Siberia. I wish to
.drive home to readers of this col-
;umn that no country — including

Russia and Germany—will start

. World War III' until it has dis~

covered a means ‘of preventing

.destruction . by enemy missiles.

Our Defense Department should
give priority to such work rather
than to shooting around the moon.

Electricity from the Air

Notwithstanding the above, I
am greatly interested in learning
more about space. My studies
with gravitation make me believe
that if two wires are carried up
through space a certain distance,
we could. so -utilize the atomic

-heat from the sun as to produce

or collect electricity directly with—

.out the need of generators on the

earth. I am certain the time is
coming when our great public
utility stations, instead of burning
oil or coal, will have great “wires
like lightning rods” extending up
into the air. This is what Benja-
min Franklin visualized over 200
years ago in 1752. The space ex-
periments now .in process will
surely find the answer. Neither
Russia nor Germany is talking
about them; but some nation -—
possibly France — will find the
answer, :

Sir Isaac Newton (whose lib-
rary we have at Babson Institute,
Babson Park, Mass.) learned that
gravity could bend a line or keep
it upright. Space experiments are
finding out what gravity will do
after a missile pierces the gravity
barrier. It then is pulled to the
moon or sun automatically with-
out power. Dr. Albert Einstein
had all this in mind when he in-
sisted - that Electricity, Gravity,
Magnetism (and in his last days
he added Love) all come from
some outside force and are inter-
related. I wish that Benjamin
Franklin, Thomas Edison, and Dr.
Einstein were here today to talk’
this over. Surely this would result
in an “atoms for peace” program,
which was Dr. Einstein’s daily
prayer. This was based upon the
sun as the universal source of
energy.

Cottingham With Morgan
(8peclal to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif. — Harry
A. Cottingham has become associ-
ated with Morgan & Co., 634 So.
Spring Street, members of the
Pacific Coast Stock Exchange.
Mr. Cottingham, who has been in
the investment business for many
years has recently been with Tay-
lor and Company and Dempsev-
Tegeler & Co. In the past he con-
ducted his own investment busi-
ness in Pasadena.
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Continued from page 9

A Blunt Opinion on How
Canadians View the
St. Lawrence Seaway

one of the greatest thrills which
North America affords.

The Suez Canal is 103 miles
long, all at sea level, and the
Panama Canal has a length of 53
miles.. Ships passing: through the
Panama Canal are lifted to an
elevation of 85 feet.

. Feeling as. we Canadians do
about the Seaway you can appre-
ciate that we have developed cer=
tain pretty definite attitudes to-
~ward anything which seems like-
‘1y to cloud its future. Our great-
“est worry is that.we may have
made a serious mistake in urging
you—as we did continuously for
a quarter of a century — to join
with us in its construction,

It Took Canadian Threat
Not until we, by far the smaller

and less affluent partner, had de-
cided we would defy tradition and

build the Seaway ourselves did -

you agree to join with us, Cana-
dians now harbor very serious
doubts as to whether their great
dream will bring all the benefits
for which we have hoped in light
of the condition you attached for
participation. That condition is
that the cost to you of building
your part of the Seaway must be
recovered through tolls.

Today a great many Canadians

feel, and I think with reason, that

it would have been better for
the external relations of both our
countries had we made the Sea-
way as far west as Lake Erie an all-

Canadian enterprise, and,so have .

been able to keep it toll-free had
we so desired,

Indeed, the Premier of Ontario
has already called upon the ‘gov-

ernment of our country to ‘build -

locks on the Canadian side of the
International- Rapids - section: in

order that the  Seaway between.
Montreal and Lake Erie shall once ‘-
more become a wholly Canadian.

facility.

Finds Strange Contradiction

How we got ourselves into our
present position ‘with respect to
Seaway tolls lies outside the scope
of this paper. But many Cana-
dians, however unfairly, blame
you for the existence of such tolls;
and we all feel your position to
be exceedingly strange—to put it
no stronger—in light of your long-

can see nothing in the slightest bit
amusing in -the world’s " richest
country insisting upon Seaway
tolls in order to recover the ex-
penditure of $1.57 per capita on so
great an International project.

You, who have uplifted the
hearts of mankind with the Mar-
shall Plan and Truman Doctrine,
to say nothing of the Carnegie,
Ford, Rockefeller and other Foun-
dations, now seem to stand in
some danger of appearing as a
sort of road-show Shylock to your
closest ‘neighbor and your best
customer,

We Canadians and you Ameri-
cans have achieved so much in
unison, and we hold to so many
of the same ideals, that it alarms
and hurts us in Canada to contem-
plate your abandonment of a
long-held and beneficent national
policy in order to recover $1.57
for each living American through
Seaway tolls.

It is especially puzzling to us
that. you should abandon that
policy in view of the fact that
nearly 60 years ago you practi-

s,

standing national policy of toll- &

free domestic inland waterways.
There is, as you know, a strong
Scottish element in Canada, as

well as a very large population.

of thrifty Norman-French origin.
Canny and thrifty people living in

a harsh environment do not take’

lightly the expenditure of $800 .

million, ~which is the probable

overall cost to Canada of making -

the St. Lawrence a great trade
artery. Hence we do not like to

think that because of your insist-"

ence on Seaway tolls. much of our .
large expenditure may turn out:to. -

have been wasted,

Our expenditures. on the St. -
- Lawrence waterway, both -past-"

and current, represent more than

$45 for each of the 17.3 million . -

men, women and children .. who
live in Canada today.

When that sum of $800 million

we have spent on the St. Law--

rence over the years is compared

with the $275 million you are now"

spending on the Seaway, it looms

pretty large. But only when you-
realize that our expenditure of.

$45 per head of population com-

pares with. an expenditure of.

about $1.57 per head of your popu-
lation do the figures tell their
whole story in all its starkness.
We Canadains may derive a sort
of wry satisfaction out of contem-
plating the panie into which the

expenditure of $1.57 per head of

your population seems to have

-+ - thrown your government.”But we...
gitized for FRASER
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cally ‘forced toll-free inland wa-
terways upon Canada. There was
a day when our canals were tolled,
but when you followed objection
with retaliatory action, we also
made all our inland waierways
toll-free.

Retrograde Step

We Canadians regard the reim-
position of tolls on inland water-
ways as a retrograde step which
is likely to do harm far outweigh-
ing the benefits of recovering
$1.57 for each of those living in
your great, rich and powerful
country.

Indeed, the collection of Seaway
tolls might well form the thesis
for some university student. If I
was permitted to suggest a title
for that thesis, I think it might
be: “How to Buy International
I11-Will at Bargain Prices.”

Doubtless we in Canada shall
get over our chagrin at an action
which now seems both picayune
and retrograde; after all, small
nations cannot long afford to har-
bor chagrin against big neighbors,

But as we see rich Americans

$60,000,000
State of New York

3% and 2.90% Serial Bonds‘v."” |

To be dated March 15, 1959; to mature as shown below. Principal and semi-annual interest (September 15 and March 15) payable in New York City; Coupon Bonds in denomination

New lssﬁe

giving each other mink and Cadil-
lacs at Christmas, we may remem-
ber that measly $1.57 which now
seems to bulk so large in your
financial calculations. Certainly
we shall puzzle over the reasons
why a country we. have long
looked up to as good as well as
great should have suddenly
turned skinflint.

However, let neither of us ever
forget that in building the Sea-
way we have together wrought
greatly for the benefit of both our
countries. Nor should we feel
anything but the greatest pride
and satisfaction that in the con-
structing of so magnificent a
monument to man’s God - given
ability, we have done so in the
face of incredible difficulties.

No one who has not experienced
the St. Lawrence Valley winter
can really understand what we
North Americans have accom-
plished in taming a great river to
the service of mankind.

American and Canadian work-
ers in constructing the Interna-
tional Rapids section of the Sea-

d interest.

X

, $10,000 and $50,000.
In our opinion, these Bonds meet the requiremenfs as Legal Investments for Savings Banks

Registered Bonds may be exchanged for coupon Bonds at the expense of the holder.
, these Bonds will constitute valid and binding general obligations of the State

' Interest Exempt from Federal and New York State Income Taxes under
' Existing Statutes and Decisions

X

of $1,000, exchangeable for Bonds registered as to principal and interest in denominations of $1,000, $5,000

O

of New York, and the full faith and credit of the State will be pledged for the payment of principal an

_ In the opinion of the Attorney General of the State of New York

and Trust Funds in New York and certain other States and for

way labored in temperatures as
low as 50 below zero. In summer
they. had to contend with oppres-
sive heat, and with dust rivalling
that of a desert sand storm. The
quantity of rock and dirt that had
to be moved was so great that
the magnitude of the .figures is
almost meaningless to a layman.
‘What we can appreciate is the
fact that some of the rock en-
countered was: as hard as any in
the known world. A
But in addition to having’ to
move immense masses of material,
we had also to dispossess and fe-
locate a very large number ' of
human beings. ‘Those who lived
on the Canadian side occupied
ground of great historie signifi-
cance to our country, for ‘their
farms and towns were established
mainly by United Empire Loyal-
ists who fled the U. S. rather than
accept the consequences of  the
American Revolution, b
Those people gave up their land
to make possible the construction
of the Seaway and. its inter-re-
lated power development, Should

‘Savings Banks in Massachusetts and Connecticut
Superintendent of Insurance fo secure policyholders and to the Superintendent
" of Banks in trust for Banks and Trust Companies.
AMOUNTS, MATURITIES AND YIELDS
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the Seaway not fulfil their expec-
‘tations, or ‘the hopes of all the
people of Canada, then they may
well feel that they have suffered
at the hands, not of good neigh-
bors, but of ancient foes,

So you can see that to Cana-
dians the Seaway partakes of a
character far transcending that of
a great International trade artery.
The majority of Canadians are pre-

. pared to hail the opening of the
Seaway as the dawn of a new day.
Such people see: in the Seaway
a panacea for most of the ills
which afflict our national econ-

1.omy; they appear to have the same

. faith in the Seaway as our grand-

s.parents had in patent medicines.
i'i.People possessed of such faith

:‘and hope are very apt to be short

‘on charity -if their hopes are not
-realized or their faith appears to
have been misplaced. They may

: be said to be almost obsessed; and
as we all know, it is very hard to
reason 'with or to. placate the
obsessed.

+ The St. Lawrence Seaway, then,

*’carries with it potentialities both

Jmnnn

(Accrued interest to be added)

* *Where the coupon and yield are identical, the price is 100,

i

bad and good; and it will require
much skill and tolerance on the
part of both Canadian and U. S.
statesmen to ensure that it becomes
a uniting rather than a divisive
factor in our lives.

John Carroll, who accompanied
Benjanun Franklin to Montreal in
1776 in an effort to .bersuade
French-Canadians to join in the
American Revolution, would cer-
tainly have deplored anything
which is likely to create ill-will
between our two countries. Let us
hope, then, that out of this meet-
ing, held in a University bearing
John Carroll’s name, there will
come a new U. S. perspective on
the St. Lswrence Seaway.

When Canadians and Americans
can so defy harsh nature; and
work together so harmoniously
and constructively as we have
done in building the Seaway, hope
is kept alive, not only for the
future of relations between our
two nations, but also for the future
of good relations between all
members of the human race.

There was'in the joint construc-
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tion of the Seaway a great merg-
ing or marrying of disparate
International talents. In the awe-
some but beautiful words of the
marriage ceremony: “Whom God
hath joined together let no man
put asunder.”

J. E. Conroy Opens

WHITE PLAINS, N. Y.—James
E. Conroy is engaging in a secu-
rities business from offices at 234
Martine Avenue.

County Shareholders

LARCHMONT, N. Y.—County
Shareholders Corp has been

formed with offices at 128 Chats- -

worth Avenue to engage in a se-
curities ‘business.

John G. Cravin Co. Opens -

John G. Cravin & Co. is en-
gaging in a securities business
from offices at 37 Wall Street,
New.  York City. Partners are
John G. Cravin and Nicholas J.:
Federico.

®

Incorpérated

Shearson, Hammill & Co.
Braun, Bosworth & Co.
Bramhall, Fulior_lvl’_g Co., Inc.
of Providence
Winslow, Cohd & Stetson

Tilney dmi Company  First Southwési_(ompany

Hayden, Stone & Co.
F. W. Craigie & Co.
Stern, Laver & Co.

of Saint Louis

The Boatmen’s National Bank
Bacon, Whipple & Co. The Ohio Company  Industrial National Bank

Robert Winthrop & Co.
J. A. Hogle & Co.
Granbery, Marache 2 Co.

of Seattle
Trust Company of Georgia = Stern Brothers & Co.
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National Bank of Commerce

. E. F. Hutton & Company
Stroud & Company

Roosevelt & Cross
Incorporated
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Co
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Eaton & Howard
Makes Appointmenis

BOSTON, Mass.—Eaton & How-
ard, Incorporated, 24 Federal St.,
has announced the promotions of
Robert A. Blakeslee, William H.
Gassett and Thomas Johnson from

.assistant vice pre51dents to vice

presidents.

Elected assistant treasurers were
“Frank O. Adams and Irving Skin- -
Charles L. Drury was ap--
pointed director of advertising and -
Richard H.:

ner.

Natalie V. Bolton,

(889) 25

NASD District No. 10
Names Officers -

WASHINGTON, D. C.—Robert
W. Fleming, Vlce-Presxdent Fol-
ger, Nolan, Fleming-W. B, Hlbo&
& Co, Inc, Washington, waa

Greene and Walter D. Silcox were *

named research associates.

Two With E. F. Hutton

(Special to T9E FIN‘NCIAL CHRONICLE)

LOS ANGELES, Calif. — Frank }

S. Harryman and Ervin J. Urman
have become associated with E. F.
Hutton & -Company, 623 South
Spring Street. Mr. Harryman was
‘previously with J. Barth & Co.;
Mr. Urman was with Shearson,
Hammill & Co.
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Stranahan, Harris & Company
McDonald-Moore & Co.

vStein Bros. & Boyce

Watling, Lerchen & Co.

Lyens & Shafto
Incerporated

Robert Garrett & Sons

John Small & Co., Inc.
Dolpﬁin & Co.

Rambo, Close & Kerner, Inc.
Emanuel, Deetjen & Co.

Incorporated

H. V. Sattley & Co.
D. A. Pincus & Co.
Burns, Corbett & Pickard, Inc.

Townsend, Dabney and Tyson

¢

Robert W. Baird & Co.

of Cleveland
Auchincloss, Parker & Redpath

Incorporated

Newhard, Cook & Co.
Stix & (Q.

The National City Bank

00

William R. Staats & Co.
Fox, Reusch & Co., Inc.
Sutro Bros. & Co.
Starkweather & Co.
Dreyfus & Co.
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E. Clinton Bamberger Rohert W. Feming

elected Chairman of District Com=-

mittee No, 10 of the NASD which

comprises the District of Colum-

bia and the states of Maryland,

North Carolina and Virginia. Mr.

Fleming succeeds J. Wilmer But-

ler of Baker, Watts & Co., Balti~

more. E. Clinton Bamberger, ,
Partner, Baumgartner, Downing

& Co., Baltimore, was elected *
Vice-Chairman.

The district, prior to a change
in boundaries last year, formerly
covered the District of Columbia
and the states of Maryland, North
Carolina, Virginia and West Vir-
ginia and was known as District
No. 11, Richard Peters,  with ihe
NASD' office -in Washmgton, is
District No. 10 Secretary, -

Nikko Kasai Adds
(Special to THE FINANCIAL CHRONICLE) ,
SAN FRANCISCO, Calif.—
Richard Sekiguchi is now affili-
ated with Nikko Kasai Securities
Company, 2165 California Street.

 J v
‘With. Reynolds & Co. -
(Special to THE FINANCIAL CHRONICLE)

SAN FRANCISCO, Calif—
William H. Shipley has become
connected -with Reynolds & Co.,
425 Montgomery Street.

With Columbine Secs.

(Special to THE FINANCIAL CHRONICLE)
DENVER, Colo. — David Q.
Lewis has joined ' the staff of
Columbine Securities Corp., 621
17th Street.

Garrett-Bromfield Adds ‘

(8pecial to THE FINANCIAL CHRONICLE)
DENVER, Colo.—Wayne F, Mor-
rison has been added to the staff
of Garrett-Bromfield & Co., 650
17th Street. He was formerly with
Mountain States Securities Corp.

With S. Romanoff & Co.

(8pecial to THE FINANCIAL CHRONICLE)
WORCESTER, Mass. — Sidney
Finkle is with S. Romanoff'& Co.,
340 Main Street.

Form Israel Investors

Israel Investors Corporation has
been formed with offices-at 19
Rector Street, New York City to

_engage in a sccurities business,

E. L. Jenkins Opens

HOLLIS, N. Y.— Emmanuel L.
Jenkins is conductmg a ‘securities
business from offices at 114-67
197th Street.

Northeastern Inv. Corp.

Northeastern Investors Corp. is
engaging in a securities business
from offices at 285 Madison Ave-
nue, New York City.

With Marache, Dofflemyre

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—Harold
T. Collins and Robert Damino Jr.,
are now connected with Marache,
Dofflemyre & Co., 210 West Sev-
enth Street, members of the Pa-
cific Coast Stock Exchange. Mr.
Collins' was_ previously w1th.

Neary, Purcell & Co.
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rite in sales of consumer durable
goods generally, but especially
the rise in the sales of auto-
mobiles. The increase of $1,601
million in consumer credit in De-
cember, 1958, was the largest for
any -month -on record, and ‘the
year ended with'the outstanding
volume of consumer credit reach-
ing :an all-time high of $45,065
million. But as a ratio of personal
income, consumer credit was still
slgihtly below the figure of De-

trends- among the components of Feb. 9.” The bond market has been
the index during the last year. firm and quiet during last month,
The index of raw food prices fell both for new issues and.for sea-
from 87.0 on Jan. 30, 1958, to:78.5- soned bonds. “The Dow-Jones: in-
on Jan. 30, 1959; but. in the same dex of 40 bonds, which was 86.45
period the index of prices of in- on Jan. 5, was 86.31-on Feb. 9.
.dustrial raw materials rose from: Of .considerable interest -is" the
83.3 'to 88.8 and metals from 855 ‘drop in the backlog of new issues
to 97.3. These divergent trends of corporate bonds..and:preferred
show that inflationary influences stocks awaiting marketing which
are ‘strong outside of the field of dropped from $1,172 miilion on
agriculture. S wooo Jano 8 to $891 million om’ Feb. 5. .
The index of wholesale“pri¢es. ‘A year‘ago the backlog was twice -
cember, 1957, when the ratio was -continues to show: nosignificant -the present level, or nearly $1,800
12.8%. In December, 1958, it was -changes. (Table IV)- - : -«*r 1. i’ million.  Why should ‘business re-
12.3%. New expansions of auto- ' The  consumer ‘price index: covery'by accompanied by a drop
mobile credit in December,- after dropped in December from{123.9:%in this backlog?- There are several
adjustment for seasonal_factors, to 123.7. ‘For the last' six inonths ‘Teasons—=(1). at ‘present interest 5
were the largest on record. . -lhe index has been'virtually-un- ‘rates ‘theré is no longer a‘large
changed. It was the same~in ‘De- volume’ -of - refunding; ~(2).-cor-
VI cember ‘as in June.. In’Dedember :porations:as. yet, have ‘made only
New Orders, Contract Awards, 'there .was a particularly *large. ‘modest expansion of ‘their. invest-
And Inventories e Do o ol oaus, I e T SRONIE i) el
fini o ds in ‘18 noteworthy that five out-of ‘the ‘profits are enabling ‘most en ter-
Dg:g"mség‘:_c&%?ec‘igg%ta‘;)vggzdf)g_‘ ‘eight principal categories’ it -the Drises to: finance their immediate:
cember, 1957. Residential build-

Cpntinued from page 3 . .

‘Carrent Trends, Problems and
Prospectsinthe American Economy

o in Feb- to reduce inventories. Timidity
:ll;:;r;?loyment Rycarag caus]fid eri?nployettif tt% inc‘;'ga?e
i working time rather than a 0
ha?rgl?lceallek:;x s;?ésgtiozortn;n fl?éa;gg their forces because they were not
that .employment has improved Sure that the recovery would last,
less rapidly in-the current reces- v
sion ‘than :in ‘the two previous
recessions. .Care must be taken in Personal Income .
. selecting ‘the .employment figures Wage and salary income in De-
to be used 'because the Bureau of cember made an all-time high.
Labor Statistics and the Depart- Total personal income, after ad-
justment ' for ‘seasonal factors,

ment .of :Commerce do not agree
dropped slightly in December to

on the amount of the gain in em- ¢
ployment. ‘Between February 1958 an annual rate of $359.3 billion—
the second highest month on rec- -

and Decembpr_1958, the Bureau of ! .
Labop: Slatistios - Seumates Hiak ?;gémzh\?vassmsge ‘if,“s’m‘;‘uf,’f_"fﬁ;;’_ ‘consumer  price index:. feld <be- -needs’from- internal-funds. ‘But

non-farm -wage and salary em- an. ‘increase ~in: the --demand‘ for

ployment outside of households
“increase by 2,048,000; the Depart-
gment of ‘Commerce puts the in-
crease at 1,692,000. I have used
the 'Department of :Commerce- es-
‘timates because they are based
upon a-more-comprehensive sur-
vey ‘than ‘the estimates of the
Bureau of Labor Statistics.

It is true that the gain in total
civilian employment (farm .and
non-farm) in the first three quar-
ters of the present recovery is
slightly less than in the first three
guarters of the recovery of 1954-55
and no.greater than inthe recov-
ery of 1949-50. ‘The great dif-
ference .in .the  three recoveries,
however, 'has been ,in the hours
worked. .Average weekly hours
of all civilian employees dropped
in the :first three quarters-of the
recoveries of 1949-50 and 1954-55,

usual year-end dividend payments,
and a small drop in transfer pay-
ments as the unemployed ex-
hausted their rights to benefits.
It was the fourth straight month
of drop in {ransfer payments.
Nevertheless, transfer payments
in December 1958 were. 8.0%
larger than the average for the
first quarter of 1958—the bottom
of the recession. The rise of trans-
fer payments above the bottom
of the recession has been mainly
due to the secular increase in pen-
sion payments.

A%
Consumption, Retail Sales, and
Consumer Credit = -
Expansion of the economy was
assisted in the fourth -quarter of
1958 by a sharp drop in the rate
of personal saving from an an-

ing continued to make an excel-
lent showing with contract awards
29.3% above December of last
year. On.a seasonally adjusted
basis, construction contract awards
were more than 20% below No-
vember and the lowest:since De-
cember, 1957. The seasonal ad-
justment for December, however,
seems regularly to give abnor-
mally low results. Hence, the large
drop in the seasonally adjusted
figure for December is not signif-
icant, : t

Heavy engineering construction
contract awards in the five weeks
ending Feb. 2 were 24.9% above
the corresponding period of last
year. In the four weeks ending
Dec. 29 they were 19.5% above
last year, and in November they
were 12.4% above - November,
1957.

tween November and Decémber;
3 P

VIO e,

Wages and the Prospectsiof

© Strikes . ot

. The most important develop-

ment in the labor field-during the

last month has been the ‘series of

ed by the unions, During this year
of recovery, output per'manhour
will rise at more than-the' normal.
rate and the increasein: produc-
tivity may ‘exceed 5%: :Ini that
event - this increase will:not- be
inflationary. 'The - increase "will’
have considerable-. effect. “tipon'
other settlements, especially.those
in rubber and iron and steel...: .-

The predominant view:"in: the -
business ‘world is that there:will .
be a steel strike this year:-This

A%

“long-term external funds is'ahead. :
. +.. The most important . develop-
#v:meht:in the. money market during
1.7 the last month ‘was' the high rate
-of- attrition.in  the “Treasury’s re-
funding of $9.8 billion in one-year .
certificates - .and $5:1 Algillion “in
5% wage increases granted in the thiee year notes early :in Febru-

3 iant_- ary. Of these securities; $9.2 bil-
oil industry and generally: accept- lioh ‘were in the hands of the

.public.  Theé holders -were -offered
a choice of a one-year certificate
.bearing 33, % interest-or a three-
year note paying 4%. Neverthe-
less, holders of $2.1 billion of. the
amaturing . securities Tejected the
exchange offer and. demanded.
cash, forcing the Treasury. to raise
$1.5 billion through an‘'emergency
borrowing operation. -
Some - financial - analysts ‘have
iewed this experience with con-

siderable alarm, interpreting it as
the effect of inflationary fears
"upon the willingness of the public
to buy fixed income securities.
Expectations of inflation .-are
bound, of course, to affect interest
rates, and the -government must.
expect_to pay markét prices,, If
the government expects: to sell
log-term securities, it will, soon
have to raise the ceilinig of 4.25%

but .increased :in the first three
«quarters :of the recovery of 1958.
When ‘total number of hours
avorked -is compared, employment
gains in the current recovery hgve
been considerably greater than,in
the two preceding recoveries. The
rise in output per manhour (when
output is expressed in dollars of
‘constant -purchasing power) for

nual rate of $22.5 billion, or 7.2%
to $19.0 billion, or 6.0%. There
was a good increase in the buy-
ing of durable consumer goods
from an annual rate of $36.1 bil-
lion in the third quarter to $38.6
billion in the fourth quarter. But
the rate of purchases of durable
consumer goods in the fourth
quarter was still below the fourth

belief is well grounded. It 'is
based upon two assumptionsi .In.
the -first place, the union ‘leaders
have announced that they expect
to insist on large concessionsiThe
political unrest in the.runibn
makes it likely that the union-will
insist on stiff demands. ‘¢In:the
second place, the companies:will
not wish to incur public illwill by

New orders of manufacturers,
after adjustment for seasonal fac-
tors, increased to $28.1 billion,
the largest volume of new orders
since May, 1957. The increase in
new orders was entirely in non-
durables,: ‘which at: $14.6 ‘billion
were almost equal to the previous
all-time high of April, 1957, when
new orders for non-durables (sea-

the entire labor force has not been
exceptionally .high in the present
recovery—on ‘the contrary, it has
been less than jin the two previous
recoveries. "Table I compares the
three recoveries with respect to
output, .employment, and weekly
hours worked. .In computing per-
centage -changes in employment
seasonally adjusted figures were
used.

This andlysis of employment in
the last.three recessions shows the
error -in .some .of the ‘prevalent
-explanations.of ‘the slow response
of employment in the recovery of
1958. The ,explanation is not in
automation .or .other gains in ef-
ficiency. The gain in output per
manhour ‘has .been 'large, as it
dlways is in ‘the first stages of
recovery, '‘but it has been less
rapid in the present recovery than
in the -two ‘preceding ones, The
main explanation-of -the slow re-
sponse of employment to recovery
has' ‘been ‘the fact that in this
Trecovery weekly working hours
have increased, -whereas in pre-
vious -recoveries they. dropped.
The' spirit of .caution .or timidity
that has dominated the business
world -is :responsible for the in-
crease in weekly hours. The spirit
of timidity is also reflected in
inventory 'policy. Until the end
of 1958, manufacturers continued

quarter of 1957 and, expressed in
dollars of constant purchasing
power, below the average annual
rate in 1955, 1956, or 1957,

Preliminary figures on retail
sales for January, after correction
for seasonal factors, show a slight
drop of 0.3% from the revised
December figures, making Jan-
uary the second ‘highest month on
record in retail sales.. Between
December and January the sea-
sonally adjusted figures show a
rise of 0.4% in sales of durables
and a drop of 0.6% in the sales
of non-durables. Sales of durableg
in January made a new all-time
record, slightly surpassing  the
previous record of July, 1957,
Sales of non-durables were higher
than in any month except De-
cember, 1958,

Automobile sales in January at
428,000 cars were 12.6% greater
than the sales of 380,000 in Jan-
uary, 1958, 'but sales per day were
12.7% less ‘than in January, 1957,
In December sales were 3.2%
above December, 1957. Ford Divi-
sion of Ford Motor Co. reported
January sales were 35% above
January, 1958. Rambler sales in
January were more than double
sales in January, 1958, indicating
the strong favor that the small car
is meeting, v

Consumer credit expanded
rapidly in December, due to the

TABLE I
Change in

Change in
Increase total civil-
in gross ian em-
national ployment
product (Dept. of
(constant Commerce
.dollars) estimates)
1949 - 50
. (second -quarter - of
.. 1949 to first quarter
0f 1950) e ___
Recovery .of 1954 -55
~ (second quarter -of
-+195¢ to. first quarter
of 1955)
Recovery of 1958 .(first
quarter -of 1958 to
. fourth quarter of 1958) 5.8%

Recovery of

4.8% +0.5%

6.0% +1.0%

+05%

private

wage & Changein Change in Increase
salary em- av, wkly av. wkly in output
ployment hours of - hours of per man-

outside  wk.—all wk.—fac- ‘hr.—all

of house- nonfarm tory pro- nonfarm
holds and  civilian duction civilian

agricul. employees workers employess

—0.8% —1.4% +2.8% 5.8%

+1.4% —0.2% +2.9% 5.2%

+0.1% +1.4% +2.2% 3.8%

sonally adjusted) reached .$14.7
billion. New orders for durables
on the other hand, at $13.5 bil-
lion, were well below the high-
est months of 1956 and 1957.

The figures on unfilled orders,
which increased in November for
the first time since December,
1956, rose again in December to
$46.8 billion, and were larger than
in any month since March, 1958.

'The book value of trade and
manufacturing inventories, . after
seasonal adjustment, increased by
about $200 million during Decem-
ber—the second successive month
of increase., As in November, the
increase in.inventories, was: con-
centrated in retail automotive in-
ventories, -reflecting the stocking
of dealers with new 1959 cars. The
book value of ‘manufacturing in-
ventories continued to drop dur-
ing December, and was lower than
in any month since April, 1956.

The National Association. of
Purchasing Agents reports a sharp
rise in the proportion of firms
receiving an increase in new or-
ders in January, but little change
in the inventories-of manufactur-
ers.

The ratio of inventories to
monthly deliveries continued to
drop, and in most parts .of the
economy was well below the.ratio
of December, 1956, as the Table
II shows, The ratio of inventories
of manufacturers to new orders is
low as is reflected in Table III.

v
Prices

The index of sensitive prices,
which was moving downward in
December, continued to drop in
January, though at a much slow-
er rate. It was 85.3 on Jan. 2, and

84.5 on Feb. 6. Prices of industrial

raw materialg and metals were
virtually unchanged, but the in-
dex of the prices of raw food-
stuffs dropped from 79.9 on Jan.

2 to 77.9 on Feb. 6. There has been -

a marked divergence in price

granting stiff demands:.Wwithout
tirst putting up a fight.” Théunion
will win the strike and will ‘get
most of what it went. after,-but

economic effects of .the :strike,
if 'it occurs, will be limited: be-

of a strike. ) E b
v IX P
Capital Markets .

In spite of an unemployment system: "
rate of 6.0%, the Federal Reserve fairly tight and likely to become
is. keeping the member banks tighter, business concerns-see no
almost constantly 'in" debt ‘to the “point-in tying up ‘their funds for.
Reserve banks. In four out-of the:a year: or more in government,
> Under. .-the - circum-

now set by
rities. ain
.~ The high recent attrition.in .the
the companies will- gain credit for government’s refunding, however,.
having et to yeoest dhewullc  SEOBLCA A8 s e o
from large increases in wages.The policy.rather than by inflationary
ears. ‘Thus far the vgovelz)mmelnt
cause most users of steel will have deficit has been financed by sales
$ s oinati of securities to business concerns
stocked up well in anticipation rather than to banks.
- weeks, however, the Federal Re-
- serve has been keeping ‘the mem-
."bér banks in debt to the Reserve
With® ‘money-. already

last' five weeks borrowing . ex--securities.

ceeded excess reserves.: In.the stances;.it is surprising that the
the - government’s
refunding was not. greater than it
+has: was.- A high attrition must be ex~
changed little since the; end‘of pected when the large volume of
September. It averager 2.793%"in: short-term securities now held by-
October; 2.756 in Novémber;2.814 business enterprises ..comes due.
in December; and was.2.810% on The bright side -to all of this is .

week ending Feb. 4 the excess was

$62 million. O
The rate_ for 91-day 'bills

3

» 1+Dec. .
... 1956
All manufacturing and trade-
All manufacturing
Durable gcods ...
Non-durable goods.
All wholesale trade -
Durable goods__
Non-durable good:
All retail trade
Durable goods __...
Non-durable goods__ ______

o 1

Hionhoo Uty
NWLTO NI OO

attrition on.

TABLE III

Aug.
1957
1.99
2.40
149

All manufacturing
Durable goods_
Non-dur. goods

2.7
1.6

Dec.
1957

2.13

3
4

Feb.
1958
2.18
2.86
1.66

1558
-2.10
. 2,60

1.66

- TABLE 1V

law on Federal secu-

—Week Ending
Jan.27 Jan.13

. T Feb.3
.. 1959
All commodities
Farm products
Pr d foods o 3
Commodities other than farm
products and foods.

1959

119.5
-21.9
109.0

127.4

Month of:

1959
‘1194
91.5
109.0

127.3

Dec.
1958
119.2
90.7
108.8

127.2

March
1958
119.7
100.5
110.7

1257

In reeent.
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the prospect that the needs of the
Treasury will force the Federal
Reserve' to - ease somewhat its
policy of tight money in the face’
of substantial unemploymnient.

X. .o s
: -~ A Misleading Budget )
.. The budget recommended - by
Mr. Eisenhower for: fiscal: 1960
has. many commendable features.
For example, it seeks:to get.rid
of.some of the many: subsidies in’
the budget (such as providing

postal service below! cost; -and. the"

loans ‘at’ 2% made by the Rural
Eleci_,rification Administration)
-and it proposes a healthy increase
in: expenditures on research and.

- development -from  $4,841 million -

in 1959 te$5,484 . million ’in-1960.
These - expenditures ‘may: be- ex-
pected -to yield large returns.- In
the fiscal year 1957 outlays of the
Federal -Government: on research
and -development . were.. $3,498
million. - oy B S e
¢ Unfortunately, there ‘ are - in-
. tluded. in..the ~budget - large 'and

. unjustifiable - subsidies,: ‘such ~as .

free hospital service to veterans
fm: .non-service connected . dis-
abilities and support for prices of
farm products. Furthermore; some
important. growing. needs' of the
country ‘receive. small recogni+
tion.” A small example is thé.pro-

posed. -cut in - expenditures for.

recreational. resources from. $97
million in 1959 to $83 million in
1960.- With - population growing
and the practice. of taking vaca-
tions rapidly spreading, the coun-
try needs an expanding program
for recreational facilities. Ea
- 'The most serious criticism of
the proposed 1960 budget is that
the alleged balance is " phony.
Three principal ‘devices have. been
used to create an alleged bal-
ance in the budget for 1960. The
first device is to put. into the
budget for 1959 every conceivable
expenditure that can .be  put
there, apparently on the ground
that since a huge deficit for the
fiscal year 1959 is'inevitable any-
‘way, there would be no harm in
adding to it. The budget estimates
Tor the fiscal year 1959 released in
January showed expected receipts
from: the public of $1,000 million
greater than the estimates re-'
leased in.. September. But the
deficit predicted in January, 1959,
was about as large as the deficit
predicted .in. September, ~1958.
The-principal reason is that there
was. added to-.the: supposedly
closed budget of 1959 a large new
item — the proposed contribution
of $1,375 million-to the Interna-
tional. Monetary Fund. A’ more
. .normal preocedure . would . have:
been to have included this ainount
in the 1960- budget. If the Con-
gress approves the recommenda-
dion, the subscription will not: be
imade.in the fiscal year 1959, but
at some indefinite. time in the fu-
ture. But to have:put the item . in
the 1960 budget. would have de-
stroyed the alleged balance in the
1960 budget. So it was added .to
‘the closed budget of 1959. . . -
The second device (a small one)

- used to-create the fictitious bal-
ance has been to transfer to the
administrative budget.some revs
‘enues from the cash budget. Such
a transfer does not increase the

government’s. cash income and it -

does not improve the cash budget
which is the budget that-really
determines: the impact of gov-
ernment finances on the economy.
The principal change is the trans-
fer to the administrative budget
of revenues from aviation-gaso-
line taxes.

The third device used to create
‘a fictitious balance has been the
underestimating of important ex-
penditures. The principal case is
the cost of stabilizing farm prices
and . farm. incomes which the
President estimates will be $896
million less in 1960 than in 1959.
‘This estimate is merely an opti-
mistic guess. The cost of price
support operations depends upon

the size of crops which- depends .

partly ‘upon the weather and also
"upon the initiative and enterprise

- ample,

-Alice-in=-Wonderland

that farmers show .in taking ad-
vantage of the government’s price
support' program. The guesses of
the President have not been ac-
curate. In January, 1958, for ex~
he _estimated that. the
amount required.for ‘stabilization

v+ of farm price support and related

programs-in-the fiscal year 1959
would, ‘be: $3,253 million, but in
January, 1959, halfway through
the fiscal.year, this estimate -had
been. increased by. about two-
thirds . to .$5,386 ‘million.  The
budget- estimates for the fiscal
year .1960. are _based on the- as-
sumption .that yields per acre.in
1959 -will be. less -than the record
vields .0f -1958. But with' the ter-
mination of the soil bank scheme,
there: will * be -a. substantial - in~.
creasé.in acreage devoted to corps.
‘Furthermore, th e 'technological

revolution--in- agriculture " is ‘still’

going on. Finally, the farmers are

“steadily learning to, take advan-
" tage’ of “the " government’s  price

support ‘program.’ Unless ~price
supports -are ‘substantially. dimin-=
ished, the President’s estimates of
the cost of price support program
will -be too_low. T

‘Certainly the program of sup-
porting the prices of farm prod-
ucts is ‘one of the most ridiculous
ventures ever, undertaken by any
government aunywhere — truly
V economics.
The Féderal Government is un-
dertaking to prevent the great
technological revolution in agri-
culture from-depressing the rela-
tive.prices of a few favored crops
—and ‘the . American people are
docilely *permitting themselves to
be taxed 'to support this madness.
No one  has ever explained why
wheat ‘growers, cotton growers,
tobacco’ growers, corn growers, or
peanut growers are. entitled . to
have the country taxed to buy
their output.. It makes no more
sense than would an undertaking
by - the government to buy up
other-surpluses, such as the empty
seats <in : railroad trains, 'street
_tars, or moving picture houses, or
to-buy the surplus output of bug-
‘gies, “harness, old fashioned coal
furnaces, moustache cups, and a
vast yvariety of goods that  the
public ‘no,longer wants except in
very limited quantities. President
Eisenhower has sent a message to
Congress: on the subject of agri-
culture inawhich he advocates (1)
Jower - price “supports, and (2) a
larger program for selling surplus
‘crops . outside the United States
‘below, world prices or giving them

away — even though this means -

unfairly: disturbing  other econo-
mies.: President Eisenhower lacks

the courage:to make a fight for

the" abolition of this totally un-
justifiable government expense,
The budget is full of subsidies
of various sorts that have crept
in.by a piecemeal process as the
politicians. have sought to buy the
-votes. of .this. group or that. A
comprechensive survey is needed
of. the. many- .subsidies. and their
cost. so that the people of the
country can.see their total cost
and decide. which of these sub-
sidiesare- worth keeping.
L X1 "
Jan the United States Meet the
Growing Economic Competition
1 Of Russia?
Khrushchev’s speech to the
Twenty-First Congress of the
Soviet Communist Party made it
plain that the Russians, having
attained.military equality with the
West, if not military superiority to
the-West, feel able to begin eco-

nomic competition with the West.
-Mr. Khrushchev expresses great

confidence that the economic bal-
ance of power will soon shift from
the West to:the communist world.

Russia has without question
been the most dynamic influence
in the world during the last gen-

eration. Russia military competi- .

tion has enormously . stimulated
the development of science and
technology in the United States
and. has;.led the government to
support ‘research on a scale that
the people would not otherwise

have tolerated. The great ques-

tion posed. by the new Russian
economic competition is whether
or not the American economy will
respond with sufficient vigor and
success to prevent  the Russian
economic drive from persuading
large parts of the world to adopt
the institutions of communism. -

In an economy such-as ours, in
which nine-tenths of the output is
produced by private industry, the
rate of ‘growth is largely deter-
mined by the decisions of private
industry. In recent years private
industry . has done some of the

. things most - necessary for rapid
-growth.. It has-rapidly expanded ’

specialized technological research
to unpredecented levels, increas-
ing the . expenditures. of its’ own
money ‘on research from $2.3 bil-
lion in 1953 to $3.3 billion in-1956
and still’more-in 1957 and 1958.
And ‘industry has invested huge
amounts. in industrial plant and
equipment. y &

But in spite of the rapid growt
of research and the large volume
of investment, output has grown
only slowly:. The gross national

. product of the country, measured

in dollars of constant purchasing
power, .increased less than 10%
in the four years from 1953 to 1957,
and it dropped in 1958. The slow
rate of growth is attributable to
two principal influences—one pri-
vate and the other public. The
private influence was the failure
of business concerns, especially
the makers of durable consumer
goods, to make sufficient improve-
ments in their goods to stimulate
a strong demand. The public in-
fluence was the tight credit policy
of the Federal Reserve which
began in 1956. The marked slow-
down in procduction began with
thz year 1956 when the increase
of output, expressed -in constant
prices, was only 2.4% above the
previous year. In 1957 the gain
in output was only 1%. For the

year 1956, the average borrowings
of member banks of the Federal

Reserve system exceeded:excess
reserves by about one-third. In
1957, credit was even tighter. As
a result of tight credit policies,
total demand deposits and cur-
rency outside of banks increased
by only 6.2%. in the four-year pc-
riod 1953 to 1957—Iless than half
of the normal rate. Between 1955
‘and 1957 there was virtually no
change in the total amount of de-
mand deposits and currency out-
side of banks, ;

The way to accelerate the
growth of the economy is to stim-
ulate the demand for goods. When
demand presses hard upon pro-
Guetive: capacity, that capacity is
used and industry takes steps to
increase its capacity. Pressure of
demand upon capacity tends to
produce creeping inflation, but
this pressure is necessary to at-
tain the maximum rate of growth.
Thus creeping inflation is part of
the price that we must pay to
achieve maximum growth.

The new economic competition
of Russia requires that the United
States reconsider and reevaluate
its fundamental economic policies,
that it make the central objective
of these policies the achievement
of our full growth potential rather
than the stabilization of the price
Tlevel. If Mr. Khrushchev forces us
to make maximum growth the
primary objective of our economic
policy, he will have done this
country a great service,

Joins Amos Sudler Co.

(8pecial to THE PI1MANCIAL CHRONICLE)
DENVER, Colo.—Lloyd J. Harty
Jr. has become connected with
Amos' C. Sudler & Co., 818 17th
Street. He was previously with
J. F. Reilly & Co.

Scherck, Richter Adds

(Special to THE FINANCIAL CHRONICLE)
ST..LOUIS, Mo. — David P.
Baran has been added to the staff
of Scherck, Richter Company, 320
North Fourth Street, merbers ‘of

the Midwest Stock Exchange.
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Our Reporter on Gaovernments

By JOHN T. CHIPPENDALE, JR.

The inflation fear continues to have its effect on the market
for Government obligations. This is evident in the fact that the
only important interest in these securities is in those issues that
have a near-term maturity. The fact that the Treasury had to
make a fast offering of 217-day’ bills in  order to meet the cash
payments of the February refunding proves that holders of matur~
jng obligations are not going to take issues that do not meet
their needs. It seems as.though the tailoring job to meet the re=
gquirements. of the owners of tne securities that were coming due
could have been done at the time the exchange offer was made.

- .Also, the fact that the Government, in spite of the favorable
yield that was available in the refunding 334s ard 4s, had to make
a very large cash payment to owners of the February maturities,,
may mean that the Treasury is now paying the penalty for the
lack of fiscal discipline, which can be charged almost entirely to
the Congress. ¥

More New Money Borrowing Required

The Treasury last” week sold $1,500,000,000 of 217-day bills
at an average yield of 3.293%, and thus completed the February
refunding operation which resulted in a very sizable attrition,
since more than 22% of the. publicly held issues, or about
$2,100,000,000, had to be paid out in cash-by the Government.
Because of this heavy demand for funds in the February refund-
ing, it was decided to float a quick issue to cover the cash drain.
If the attrition. had not been so heavy the Treasury would not
have been in the market for new money until sometime in April

However, because of the large demand for cash among the
holders of the February maturities, the Treasury not only had to
meet the emergency with a fast new short-term. issue, but also
will again be in the market in the not distant future, most-likely
in April, for new money in order to meet the deficit of the Gov+
ernment, Fe ol

The rate which the Treasury received on the new 217-day
bill, which matures on ‘Sept. 21, but which can be used for the
payment of taxes on Sept. 15, was favorable and was under thé
3% % rate for the one-year issue which was part of the refunding
package. However, it is evident that the Treasury would have
preferred to have had the refunding operation itself a first hand
success, rather than having to resort to the “shot gun” method in
order to get funds to meet the needs of those owners of . the
maturing obligations who were not interested in the securities
that were offered to them. o

New Bills Attractive to Banks and Corporations

The fact that the 217-day issue was well taken seems td
prove that the demand is still very strong for short-term obliga-
;tions, and there are.no indications that there is going.to be.a--
change in this trend in the foreseeable future. Certainly, not as
*long as the inflation pressure is so great and the belief is wide-
spread that this will bring with it higher interest rates and an
increasing demand for money and credit. )

However, because the tax and loan account of commercial

~ banks was used to make payments for the 217-day Treasury bill,

this added to the attractiveness of the special offering by the
Government, - ; i 8

Also, the maturity date was favorable to those that have
income taxes to pay in the fall, and this was one of the important
reasons why most of these bills found their way into the hands of
corporations. To this extent, there will not be an increase in the
money supply nor will new deposits be created, which means there
will not be added pressures as far as the inflation psychology is
concerned. ) "

It would be a very favorable development if the Treasury
were able to sell long-term bonds to the ultimate investor: since
this would not only r ean less frequent trips to the money market,
but also .it would take a good deal of the inflation fear out: of
the security markets. A

Heavy Losses Suffered by Long Bond Investors . -

- The market for Government bonds continues to be narrow,
which means that aside from a rather limited demand frcm specifie
pension funds and a few institutional investors, there is not very
much interest in the more distant maturities of Treasury obliga-
tions. As a matter ~f interest. there appears to be a rather negative
‘attitude towards Government bonds among those that have been
buyers in the past and could make purchases of them at this timei

It is evident that very few profits and, in most cases, sizable
Josses have been taken by those that have been buyers of Gova
ernment bonds since last June. This is-not a very impressive
record and certainly is not building confidence in what should
be the best bond in the capital market. Until something is done
to change these conditions, the Treasury is going to be confined
mainly to short-term issues in its financing. g 5

With Townsend, Dabnei

(Special to THE FINANCIAL CHRONICLE) *

G. A. Kuhnreich Co.
Formed

G. A. Kuhnreich & Co., Inc.
has been formed with offices at
450 East 63rd Street, New quk
City to engage in a securities
business.

2 With Dempsey-Tegeler

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif—Carl A.
Stone, Sr. and Edward J. Wells
have become "associated with
Dempsey-Tegeler & Co., 210 West
Seventh Street. Both were for-
merly with McCormick & Co.

BOSTON, Mass.—Todd Baldwin
has been added to the staff of
Townsend, Dabney & Tyson, 30
State Street, members of the New
York and Boston Stock Exchanges.
He was previously with Harris,
Upham & Co.

Forms Paramount Planning

FLUSHING, N. Y.—Harold
Greene is engaging in a securities
business from offices at 169-64
Twenty-Fifth Avenue under the
firm name of Paramount Planning
Company. iy
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As We See I

Mikoyan in this country a few weeks ago, boils down to
this: (1) There can be no Utopia—such as the envisioned
Marxian communist society—without abundant produc-
tion, far more abundant than anything known up to this
time in Soviet Russia; (2) that production at such a rate
can be achieved only by hard work on the part of all; and
(3) that such earnest and persistent effort on the part of
the rank and file can—at least in this stage of economic
development—be achieved only by carefully preserving
incentives. Of course, in the view of all good Marxists, the
state in the preliminary stage of socialism (better termed
state capitalism) is the director, the manager and the
driver of all, but the state if it is to succeed must, so says
the newly arrived theoretician of the Soviets, recognize
these basic principles of capitalist society and make full
use of them.

Khrushchev Is Right

Of course, Comrade Khrushchev is right, and his rec-
ognition of these truths and his determination to make full
use of them in the years ahead should warn us of the vig-
orous competition that is likely to face us as time passes.
Not only that, but his adoption of our own former maxims
should suggest that we look to our own philosophies and
policies, which have been tending to move in the other
direction of late years, if we are to avoid being outdone.
Naturally we have not openly disavowed our belief in such
basic doctrines as these which are now a part of Marxism-
Leninism-Khrushchevism. That.is. to say we as a people
do not think of ourselves as having discarded 'such sound
principles. The fact is though that actions speak much
louder than words in this very real world in which we live.

Our politicians and other leaders of popular thought
still have a good deal to say about incentives. They are
in the habit of suggesting this, that and the other legisla-
tion, tax system, and all of the rest designed to provide
incentives of one sort or another. ‘But—and this is a very
big but—more and more we forget that the very best in-
centive of all is to permit the enterprising and energetic
individual to keep what he can honestly earn rather than
pay it out in taxes or see it fade away in the wake of infla-
tion. More than that, we persist in creating arbitrary in-
centives which lead to the application of menand resources
to the production of things which are not wanted or need-
ed. Farm subsidies, or the equivalent, are a shining exam-
ple, but not the only one.

Nor is this the full story. By making it unnaturally
easy for the rank and file to borrow money with govern-
mental support, we encourage the notion that there are
ways of getting what is wanted without the expenditure
of great energy to get it. Very nearly everything that could
be thought of has been done and is being done to encour-
age the growth and spread of labor unionism whose lead-
ers make it a profession to find ways and means of getting
more and more for their membership for less and less
work. It is no less than remarkable that. our so-called free
economic system has continued to function as well as it has
during the past two or three decades. It would be hazard-
ous in the extreme to assume that it can continue indef-

* initely to do so.

We Can Do It if We Will !

For our part, we have no lack of faith in the ability
of a free economic system to outdo anything that Comrade
Khrushchev and his cohorts can contrive—provided our
system is really a free economic system left to manage
itself and to reap the rewards of its own initiative, energy
and effort. As a matter of fact, the current-day theoreti-

* cian of the communist world again showed his realism

" when he warned the comrades that the communist Utopia

-. about which they have heard so much is a long, long way
off. From what the outside world is able to learn of Com-
rade Khrus_hchev’s.analysis of the future of the Soviet
peoples, he is not quite certain in his own mind whether in
point of fact it will ever come in the form that so many had
been taught to expect it. Its arrival will be gradual and ex-
tend over many years in any event, and the plenty prom-
ised is to be at best an abundance of the things that the
state, far from withering away, decides is best for the
individual.

These are things for those peoples outside of the circle

- of socialistic slavery, but disposed to expect miracles of it,

to think about. There are those in this country, too, who
- would profit by much more careful analysis not only of
. What has taken place in Russia and China, but what is in
¢ store for these peoples in the future if their own bosses

" The Commercial and Financial Chronicle . . . Thursday, February 19, 1959

know what that is. There are, of course, imperfections in
all systems and always will be so long as they are devised
and operated by human beings. But we submit that our
system of free enterprise is infinitely superior to any other
system yet devised or imagined, and that our system is
not strengthened or made freer of defects by imitation of

any other system.

Continued from page 14

Keeping the Store Open

the general price level registered
a substantial decline.

During the 1953-54 recession,
which in terms of industrial pro-
duction was more severe than its
predecessor, the general price
level showed almost no change.

During the 1957-58 recession,
which was. the sharpest of the
three postwar dips, the wholesale
price index actually rose; and the
index of prices paid by consumers
advanced even more. 'This was
surprising to most people — like
watching an Indian fakir’s rope
rising out of a basket!

This increasing resistance to
economic conditions which the
wage-price gpiral has shown
should be a matter of grave con-
cern to all of us. 4

Three Effects

The effects of inflation come in

three waves: -~ -0 -
. In the first, inflation ‘may’ even
seem pleasant. People may talk
about ‘“a little inflation being a
good thing.” With more money
in circulation, an economic era
of good feeling takes hold for a
while.

In the second wave, capital be-
gins to. be consumed. This, too,
may seem to be a pleasant time—
since we experience an illusion of
profits.

In the third wave, inflation be-
gins to feed on itself, It begins to
snowball in its effects and, at the
runaway stage, little can be done
by business or government to
check it.

The effects of inflation on the
livelihood of retived persons, on
individuals living with fixed in-
comes, on the value of insurance
policies, savings accounts, and the
other economic safeguards of an
American citizen’s future, are dis-
astrous.

To the businessman, the sinister
effect of inflation is that it dis-
torts the accounts of business
firms; ereates an illusion of prof-
itable operation;. and eats up
capital. Coupled with out-of-date
government policies on deprecia-
tion, this imposes a serious dis-
ability on American business.

This aspect of our problem was
recalled to me when an ore-
carrying vessel recently was lost
in a biiter storm on the Great
Lakes. It was a terrible tragedy
and it cost many lives. The boat
was built 30 years ago, at a cost
of $1,800,000. At the time of its
loss, it had been depreciated to
$502,000. Yet to replace that ves-
sel in kind today would cost
$8,000,000!

Even more dangerous in the
long run can be the self-feeding
course of inflation — the threat
that “creeping inflation” can be-
come “runaway inflation,” We
have evidence of this in a
fine neighbor nation, Argentina,
where inflation is in its “acute
stage” today.

A Chevrolet or a Ford in Ar-
gentina is priced at $25,000. Prices
continue to soar on all imports.
Coffee has doubled in price dur-
ing the past month. Beef at retail
rose 20% in one day recently and
$5-a-pound stewing beef is not
uncommon. Trading in the peso
is frantic. This unit of money re-
cently dropped from 42 to the
dollar to 77. Speculation in “hard
currencies” is rife, as people try
to protect their savings in one
way or another.

An increase of 30% in the cost
of living is indicated in Argentina

for this year alone, Behind the
price increases is a 50% general
wage increase decreed by the new
president when he took office in
May—plus the continuing printing
of money, The government’s rev-
enties no longer cover the cost of
the huge Federal civil service.
There at 1,800,000 persons on
public " payrolls in Argentina —
out of a total population of only
20 millions. The nation’s treasury
is being drained by government
trading in grains and meat, and
the deficits of the state-operated
enterprises like the railroads
which alone will lose 12 billion
pesos this year.

The happenings in Argentina
reveal the historic pattern of
inflation. If Argentina has been
hit so hard, we can have no guar-
anty-—since the laws of economics
have not yet been repealed—that
it cannot happen here.

We should not be misled by the
present lull in economic activity
and in what may appear to be a
lessening of inflationary pres-
sures. I believe that the present
industrial “overcapacity” is just
the tightening of a coiled spring,
When competitive pressures re-
sume in a period of rising demand
and capacity operations, it is plain
as a pikestaff that, if wage pres-
sures continue, they will incvit-
ably force prices upward again.

I believe that it is impcrtant
to point out that big labor plays
an importani part-in the wage-
price spiral and in inflation, in
three principal ways. First, it ob-
tains a succession of wage in-
creases too large to be met out
of rising productivity. Second,
cost-of-living clauses in many
union contracts convert advances
in consumer prices into further
labor costs. Third, limitation of
output, in one form or another,
is practiced in many industries
and this, too, makes a vital con-
tribution to inflationary pressures
by holding down productivity in-
creases.

The warning against inflation is
being sounded now almost daily.
Bernard Baruch, the famous “ad-
viser to presicdents,” said recently:

Our Indifference

“It seems to me that we Ameri-
cans have grown indifferent to the
crucial issues confronting us —
issues which will govern our fu-
ture and our children’s future, I
meet so many people who have
lost, if they ever had it, the ca-
pacity for indignation.

“The public’s attitude toward
inflation illustrates  this point,”
Mr. Baruch continues.  “Inflation
is a cancer which is eating away
at our economic and {financial
health. It is undermining our se-
curity and our spiritual strength
as well, It is responsible for much
of the burden cf taxation we bear;
for the swollen prices we pay; for
the debt with which our govern-
ment is saddled; for the devalued
savings of the little people who
suffer most from it. Allow this
malady to run unchecked and it
will impoverish a people and
destroy a nation.”

In an editorial in the Scripps-
Howard newspapers within the
past -few days, the following ap-
peared:

“Where is the public leader with
the ability to rally the people,
who is willing to make inflation
an issue? As Lincoln made saving
the union an issue? As Bryan
made free silver an issue? As

TDR was able 1o arouse the public
with his New Deal?

“What choice do the people
have, other than indifference,
when the leaders of the two major
political parties, election after
election, simply try to outbid each
other along the same general
lines? What choice is there when
pbig government spending is the
program of both sides? Where is
the leader who can dramatize
spending and the debt, in terms
of the ecost of [living, and rally
fhe people until they force a
change?”

.And in our own industry, the
problem of inflation has been rec-
ognized for a long time. Two years
ago, the Chairman of United
States Steel Corp. in an address
deplored the fact that we in
America may have “adopted in-
flation as a way of life.” :

Have we reached the point. of
no return on our road to inflation?
Have we permitted our economy
to drift along too far? I for one
do not believe that it is too:late
for action. First, of course, comes
honest recognition of the problem.
Blame-placing and finger-point-
ing do no good; we are all to
blame in-one degree or another.

1t is going to take the will and
the work of all of us to stop in-
flation and to turn our economy
around into its -traditional: pat-
terns of freedom and growth.

Foreign Competition 7.t/

Just in case we forget, compeé-
tition from abroad—ever growing
in its breadth and scope — may
forcibly ‘remind us that we have
to take positive steps to keep the
store open. We might be able to
work out our problems, somehow,
in spite of inflation, if we lived
in a world by ourselves. But we
don’t—and it is a surging, chang-
ing, aggressive world outside our
doors.

Now foreign competition is not
a brand-new. thing 1o us. What
is new is the resurgence of indus-
try in the free world and the fact
that American industry is pricing
itself right out of the world mar-
ket in some lines.

“Western Europe seems to. be
riding the private enterprise road
out of the woods,” said Ernest
Breech, Chairman of the Ford
Motor Co., in Pittsburgh recently.®
He had just returned from a six-
week inspection trip of the Con-
tinent. “I think all of ' us have
reason for both pride and satis-
faction in this,” Mr. Breech said.
“Europe’s recovery " has been a
meajor goal of this country. That
job appears to be just about done.
It has been done not only by gov-
ernment’ aid, but-with substantial
help from American business. We
have literally -opened our Pan-
dora’s Box of industrial secrets
and turned it inside - out for. our
European friends.” ;

But there is no question that
the growing produstivity of the
free world poses new problems
for us. To the American this comes
home as he dodges Fiats,” Re~
naults, and Volkswagens when he
tries to cross the street. If these
do nothing else, they “dramatize
the fact that the lucrative 10% of
our auto sales is being creamed
off by foreign competitors. And
it shows that our competitors have
accomplished the goals they set
out to reach; to give their Amer-
ican customers the products — in
design, quality, and price—which
they seem to want.

Competition from abroad. in
American markets is becoming in-
creasingly severe in ‘other areas,
too. From Japan we have cam-
eras, radios, field glasses, table~
ware, and textiles. We have ma-
chine tools from the Continent,
along with steel products, ‘wire,
merchant bars,  tool " steels, ‘and
electrical apparatus.” Eye - glass
frames are being imported from
Italy in increasing volume. Our
carpet industry is facing trouble

*Ed Note—See Chronicle.
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as' imports from abroad continue
their sharp rise.
+.And on New York’s Fifth Ave-
nue, the famous home of Saks,
Bergdorf-Goodman, and Bonwit-
Teller, the. Jargest department
store in Japan has just opened an
attractive ‘three-story retail out-
let. And the customers have been
standing in line to get in!
.. The growing output of foreign
manufacture, the end of the period
of shortages since World War 1I,
and the aggressive world - wide
selling of the young new free
world industries, have made it
possible for new goeds in wide
variety and excellent quality to
come into the United States. So
“hard-pressed have certain Ameri-
can industries become that I am
certain that within the next few
years we will see a concerted
move on-the part of labor unions,
traditionally tied with free trade
philosophy, urging higher tariffs!
How about our ability to com-
pete in foreign markets? A study
just published by -the Conference
“Board reveals that, though our na-
tion’s foreign trade has increased

- somewhat in Tecent years, it none-.

* theless, for -one reason or another,

“has failed to.keep pace with gen-.

“eral developments-in-world trade.

As a seller in the international
market :place our country has
“barely held its own-—and in many
“areas ispricing itself out of the
' market, 1

- Lower - Unit -Costs
. The survey shows that the prin-
cipal .advantage-enjoyed by for-
. eign competitors is the lower unit
cost of labor. This usually gives
“the foreign manufacturer a sub-
stantial ‘edge over his American
competitor and it enables the for-
eigner ‘to ‘overcome ‘the higher
material costs that prevail in cer-
tain areas.
"~ 'Our nation’s impaired ability to
-sell steel in foreign markets was
brought home to me recently. The
India Supply Mission sought to
make certain steel purchases here.
“Prices 'bid by - American steel-
makers ranged from $242 to $291
per ton. “The Japanese bid was
-$99.98 per ton. Want to guess who
got the order from India?
- We certainly do not want to pay
American steelworkers the 41
-cents an hour that Japanese steel-
workers receive. Nor the 70 cents
they get in West Germany; the 89
: cents they get in England; and the
69 cents they receive in France.
Just compare the total increase in
labor rates taking place in the
three years of our present contract
with these figures!

I am certain that it is in the best
interests-of every American steel-
- worker and his family that our
industry and our nation become
more competitive in world trade.
The ‘world ‘marketplace provides
an immediate challenge for our
- ingenuity,- our skills, and our in-
ventive ability.
‘There 4s no doubt that foreign
: competition will become increas-
* ingly severe. The European Com-
- mon Market is still in its formative
- stage but it is already a matter of
concern ‘for the future to impor-
tant segments of American busi-
‘ ness. “"The dominating cost deter-
minant ‘in the European Common
! Market ‘is the labor cost advant-
-age, of course. But this market
enjoys.another. advantage, that of
lower. comparative material costs,
an advantage that some of our for-
eign competitors do not have.
With this double-edged sword, the
European Common Market will
prove to:be an even more serious
problem for us than other areas.
And while I join my friends in
Buffalo in their pride at the new
St. Lawrence Seaway, I can’t help
‘but feel that this :magnificent
waterway isn’t going to make
things tougher for our foreign
competitors to bring goods here to
the customers we both want.

Our Out-of-Date Tax Laws

Only improved productivity and
greater mechanization, resulting
from greater ‘capital investment,

will help American firms over-
come the advantages presently

enjoyed by their foreign competi- .
tors. Where the amount of capi- ]

tal - per - employee is substantial.
American producers can compete
favorably. As the relative amount
of capital - per - employee dimin-
ishes, the competitive advantage
shifts to the foreign manufacturer.
‘Our out-of-date tax laws now
impair our industries’ ability to
renew their capital strength, by
obsolete depreciation rules.
change in these laws is vital—
and it is something that many
persons, in and out of business,
have been urging for some time,
What are we doing to improve

across the street at prices we can-
not meet,

Keeping the store open obvious-
y is no simple problem. But it
can be done and, of course, it must
be done. It will take all our en-
ergies, all our time, and all our
devotion.

New Officers Named
By NASD Dist. No. 13

BOSTON, Mass,—James - H.
Goddard, President, J.-H. God-
dard & Co., Inc.,, Boston, was
elected Chairman of District Com~

American industry’s vital situation -

in the amount of capital - per -

employee needed to make us more
competitive in world trade? Not .’

enough!

There is an enormous -
need for modernization of the-

(893) 28,

Public Utility Securities

By OWEN ELY
New England Gas & Electric Association

Ngw England Gas & Electric is
an integrated - holding company
controlling subsidiaries which
serve Cambridge, Plymouth, New
Bedford and 42 other communities
with either electricity or gas, or
both; and Somerville, Worcester,
Framingham and the Hyde Park
district of Boston with gas. All
operations -are - in - the state of
Massachusetts, the Maine and New
Hampshire properties having been
sold in 1954. About 54% of reve-
nues -are from electricity, 44%

.. from natural gas and 2% from

American industrial plant — a-
modernization which our foreign:
competitors are still going full-:

steam ahead on, with our help!

A survey by the McGraw-Hill !
Publishing Co..shows that a'large
proportion of United States manu--:

facturing capacity is obsolete, This -

in spite of the-'50% increase in
capacity we have had since 1950.
Nearly half of all manufacturing
facilities now in place in the
United States were installed prior
to December 1945. Another fifth
was inslalled between 1945 and
the end of 1950. Less than one-
third is modern in the sense of be-
ing new since 1950. And as Mr.
Breech pointed -out, since 1950
Europe’s economy, and particu-
larly its industry, has been over-
taking us at an accelerating pace.
In the period 1950 through 1957,
Europe’s Gross National Product
increased 88% compared to our
49%.

The McGraw-Hill survey shows
that the total cost of moderniza-

{ion still to be done .in American

industry is about $95 billion. Just
think what this would mean, if we
cmbarked on the program quickly
and energetically, to the future of
American' prosperity and to the
improvement of our nation’s abil-
ity to compete in world trade!

Threefold Solution

What positive steps can we take
to overcome the problems with
which we are faced?

First, it is imperative that we
make substantial improvements
in our productivity and moderate
our wage cost increases. At this
point I would urge the leaders of
our labor unions to exercise re-
straint in wage demands. Though
I have a full realization of the
pressures that are on them, union
leaders can honestly tell the em-
ployees they represent and the
public that the American indus-
trial worker today enjoys a higher
standard of living than his coun-
terpart elsewhere in the world.

Second, we must revise our tax
laws to encourage capital invest-
ment by permitting accumulation
of sums necessary. to replace
equipment in kind,

Third, we must amend the Full
Employment Act, as several econ-

J."H. Goddard, Sr. George s. Payson

mittee No. 13 of the National As-
sociation - of Securities Dealers
which comprises the - states of
Maine, Massachusetts, New
Hampshire, Rhode Island - and
Vermont. Mr, Goddard succeeds
William. H. Claflin, III, of Tucker,
Anthony & R. L. Day, Boston.
George S. Payson, Partner, H. M.
Payson & Co., gortland, Me., was
elected Vice-Clairman,

Prior to a change in boundaries
of some of the association’s dis~
tricts last year, this district was
known as No. 14, comprising the
same states. Francis C. Doyle,
with the NASD office in Boston,
E Sec;‘etary of District Committee

0. 13. ' i

Now With Hem'y: Swiftl

{Special to THE FINANCIAL CHRONICLE)

SAN FRANCISCO, Calif.—Ver-
non C. Mingham has become asso-
ciated with Henry F. Swift & Co.,
490 California Street, members of
the Pacific Coast Stock Exchange.
Mr, Mingham was formerly with
First California Company and
prior thereto was cashier for
Mason Brothers.

Two With L. A. Huey

(Special to Tae FINANCIAL CBRONICLE)
DENVER, Colo.—LeRoy E. Cox
and Paul M. White have become
connected with L. A, Huey Co.,
Equitable Building.

Joins French & Crawford
(8pecial to THE FINANCIAL CHRONICLE)
ATLANTA, Ga.—Frank M.
Maloof has become connected with
French & Crawford, - Inc.,, 68
Spring Street, Northwest.

Southern States Adds

(Special to THE FINANCIAL CHRONICLE)
ATLANTA, Ga.— Benjamin E.
Downs has become affiliated with
Southern States Securities Corpo-
ration, 1182 W. Peachtree Street,

omists have correctly suggested, N, W

to make stability of the consumer
price level an explicit and solemn
objective of the nation’s economic
policy.

We can and will find ways and
means to reduce our costs, or con-
versely, to increase our produc-
tivity. We are working on this
problem every day in our indus-
try. We will do it by incremental
improvements in old equipment,
increasing its capacity and mak-
ing its operations faster and bet-
ter; and by introducing new proc-
esses and new machinery.

And we will do it by applying
some of the techniques we heard
about here today. ;

At the same time, we must be
constantly alert to minimize and
prevent further inflation. This is
the only real defense we have in
meeting competition from abroad,

Blunt Ellis Adds

(Special to THE FINANCIAL CHRONICLE)
CHICAGO, Ill.—Don M. Bird
has been added to the staff of
Blunt Ellis & Simmons, 208 South
La Salle Street, members of the

New York and Midwest S. E.

With E. F. Hutton Co.

(8pecial to TH‘E FINANCIAL CHRONICLE)
CHICAGO, Illinois—Vincent L.
Lampert is now affiliated with
E. F. Hutton & Co. He was pre-
viously with Harris Trust & Sav-
‘ings Bank, 5

Clifton W. Wilson

Clifton Wyckoff Wilson passed
away February 14th at the age of
66. Mr. Wilson was a partner in
Fahnestock & Co., with head-
quarters in Hartford, Conn.

other Cambridge customers).
While New England is not a
rapid growth area, NEGEA serves
some good growth areas such as
Cape Cod and revenues have

“doubled over the past decade. The
‘most rapid growth ‘has been in

residential gas heating, sales hav-
ing more than quadrupled since
1959 and doubled in the past five
years. )

New- Bedford) has suffered from
the exodus of textile companies to
the south it has also been attract-
ing and originating many new in-
dustries, ~such as plastics and
electronics. In Cambridge - the
Massachusetts Institute of Tech-
nology completed an experimental
reactor last year and in collabora-
tion with Harvard University has
been constructing an . electron

accelerator. -Both these installa-

tions, which are being built in
cooperation with the AEC, should
use large amounts of . electric
power, 4

The territory is more resistant
to recession effects than areas
which depend on heavy industries,
In Cambridge about one-fourth of
the industrial load is sold to edu-~
cational institutions, which are not
subject to business fluctuations,
and diversification of industry in
this and other areas cushioned the
impact of the decline a year ago.
To meet growing demands for elec-
tricity in Cambridge a new 30,000
kw generating unit went on the
line last fall,

The company generates about
seven-eighths of its electric out-
put. Due probably to resort busi-
ness three subsidiaries—New Bed-
{ford, Plymouth County and Cape
& Vineyard—have summer peaks,
while Cambridge with its univer-
sity atmosphere has a winter peak.
On Cape Cod, of course, the sum-
mer population is larger than the
winter. Electric revenueés are well
balanced—about 37% residential,
24% commercial and 28% in-
dustrial.

NEGEA’s steam generating fa-
cilities total about 230,000 kw, of
which 48% was installed prior to
1946, 39% during 1947-52 and 13%
in 1958. As a step toward greater
efficiency the company has
adapted its plants to use coal, oil
or gas, depending upon availabil-
ity, price and handling costs. In
1958, despite an increase in elec-
trie revenues, fuel costs were low-
ered about 5% and the cost of
purchased electricity was also
lower. Redesigned fuel clauses,
permitting greater use of the most
economical fuels,  probably con-
iributed to this showing.

NEGEA obtains its major supply
of gas from Algonquin Gas Trans-
mission Company in which it has
a 34.5% equity interest. Algonquin
Gas Transmission paid NEGEA in-
terest and dividends of. $350,000
in 1957, and in Feb, 1958 its divi-
dend rate was raised from $5 to
$6. NEGEA also maintains a very
efficient manufacturing gas plant,
currently used for standby and
peak shaving purposes, which
could probably almost compete as

‘to unit cost with the pipeline sup-

ply if operated on a full time basis.
Hall Henry, President of Negea
_Servxce Corp., has taken an active
interest in developing manufac-
tured gas technology and is con-
sidered an expert in that field.

The company has waged a suc=

‘cessful campaign to obtain new

gas heating customers, over 6,700

‘of which were added. in' 1957.

About 43% of domestic customera
now use gas for space heating and
about 54% of gas sales are for

‘this purpose.
served to Harvard University and .

The company enjoys good regu-
latory relations with the Massa-

chusetts Commission. For example,

Plymouth. County Electric Com-

-pany in Sept. 1957 requested a
rate increase of about $252,000 to
‘raise its return to about a.6.8%

level. The case was most care-
fully presented, with the aid of

experienced utility analysts, and

the increase was allowed as re-

- -quested in March 1958,
"“While NEGEA’ atea (espécinlly -

The company’s accounting is

‘simple and conservative. ' As of

Dec. 31, 1957 the company’s de-

‘preciation reserve as a percentage

of gross plant account was 29%,

‘the highest for any New England

company (in fact Duke Power was
the only large electric utility with
a higher ratio). Deferred taxes,
which  are relatively small, are
normalized and placed in a re-
serve. The company does not make
use of an interest credit to con-
struction. It has discussed setting
up a normalizing reserve to avoid
swing in earnings due to weather
changes,

1957 operations, despite abnor-
mally warm weather conditions,
showed an increase in earnings of
6 cents due to active sales efforts
and economies. In 1958 earnings
increased 10 cents to $1.60 on
average shares, gas sales being
favored by cold weather. Share
earnings of NEGEA have shown
an average yearly gain of 5% or
over in recent years, which while
not quite up to the U. S. average
represents a good showing for the
New England area. The outlook
for 1959, should be favorable due
to the revival of business. and the
addition of new generating equip-
ment, together with an improved
power interchange which became
effective last October. It appears
likely that the steady gains in
share earnings of the past five
years will be continued this year.

The stock has been quoted over=
counter around 22 recently af-
fording a yield of 5% based on
the increased dividend. rate of
$1.10. The price-earnings ratio is
only 13.8 compared with the in-
dustry average around 18. With
an equity ratio around 41% the
company has not found it neces-
sary to do any important equity
financing since 1953, although the
number of shares has increased
moderately due to conversions of
preferred stock, etc.

Walston Adds to Staff

(8pecial t0 THE FINANCIAL CHRONICLL)
DENVER, Colo. — Gilbert P.
Foster has been added to the staff
of Walston & Co., Inc.,, Denver
U. S. National Center,

Walter Nentwig Now
With Associated Fund

(Special to THE FINANCIAL CHRONICLE)

ST. LOUIS, Mo.—Walter Nent-
wig has joined Associated Fund,.
Inc,, 506 Olive Street. Mr. Nentwig
was formerly an officer of the
Security-Mutual Bank & Trust
Company with which he had been
associated for over 35 years.

which is ready to supply the store
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Coniinued from page 21

‘The Case for a

Limitation

On the Federal Debt

half of the fiscal year.” This is
shown by the figures for 1955
through 1959, in Table 1, which
follows:

It is obvious that as long as this
maldistribution of receipts con-
tinues, the Treasury will need to
engage in temporary - financing
during the first half of the fiscal
year, However, this temporary
financing need not involve a per=-
manent increase in the debt un-
less the year has closed with a
deficit. The simplest method of
temporary financing would be the
sale of tax' anticipation certifi-
cates during the first half, with
maturities adjusted to the tax set-
tlement dates of the second half,
of the fsical year. Such certifi-
cates -have been frequently used.
In July, 1958, $3,567 million were
sold, due March 24, 1959 and re-
ceivable for taxes, due March 15,
1959. Under present rules they

. are, when issued, considered part
of the public debt and counted
within the debt limit. This is an
unnecessary refinement of the
debt limit concept. Tax anticipa-
tion certificates are, in reality,
receipts for prepaid taxes. The
companies and individuals who
buy them in the months from
July to December will surrender
them in payment of taxes on the
tax due dates from January to
June. By June 30 these certifi~
cates will have been retired and
cancelled with no effect on the
debt total. This definition of the
limit - would have made unneces-
sary the annwual temporary in-
creases of the debt limit since
1954. All that is required is to
disregard the month to month or
day to-day position of the debt
and determine that the limit shall
be effective and controlling as of
June 30. This, in fact, is what
has been done under the clumsy
procedure of an annual authori-
zation for a temporary increase.

The ‘Treasury has again pro-
posed to deal with the situation
created by revenue imbalance by
requesting and being granted an
extension to June 30, 1960, of the
authority to sell public debt pa-
per directly to the Federal Re-
serve Banks up to a maximum of
$5 billion. This authority, and the
$5 billion limit, date back to 1942.
It has been kept alive by succes-
sive two-year extensions, In a
statement to the House Commit-
tee on Banking and Currency,
Under Secretary of the Treasury
for Monetary Affairs, Julian B.
Baird, defended the request as
necessary to “smooth out the ef-
fects on the economy of short-run
fluctuations, in cash receipts and
disbursements.”’s

Under’ present rules, such bor-
rowing- would be subject to the
debt limit. Under my proposal,
temporary changes during the fis-
cal year would not effect the
year-end debt situation. The Brit-
ish Treasury has a long and sat-
isfactory record of temporary fi-
nancing by short-term advances
from-the Bank of England. In
contrast, Germany had a disas-
terous experience with compul-
sory central bank financing of the

+ 5 “Statement of Julian B. Baird before

the House Committee on Banking and
Currency on H. R. 12586, June 12, 1958.”

Hitler government’s excesses. Con-
servative opinion in this country
has always opposed Treasury bor-
rowing directly from the Federal
Reserve Banks because it is high-
ly inflationary and it permits
avoidance of the obligation to
meet the test of market appraisal
of the government’s credit. Mr.
‘Baird recognized the dangers of
this policy in the following pas-
sage from his statement:

‘““It has been the Treasury’s
policy never to use this borrowing
authority on other than a tem-
porary basis and we have no in-
tention of changing this policy.
We recognize that we are dealing
with powerful forces because sell-
ing obligations of the government
direct to Federal Reserve Banks
creates high-powered money, and
it js for this reason we think the
Treasury should make a biennial
accounting to the Congress of. the
manner in which it has exercised
this borrowing authority. The au-
thority has been used, as the rec-
ord shows, with great restraint,
but it is the kind of thing that
carries the possibility of abuse.”

Tax anticipation certificates do
not involve “high ~ powered
money.” They would be bought
out of income tax accruals and
hence would cause no increase of
the money supply. Despite the
eminent sponsorship of short-term
financing through the Federal Re-
serve Banks, I suggest that we
would be well advised to avoid
procedures which, in Mr. Baird’s
words, “carry the possibility of
abuse.”

Applicability of the Limit. A
second important: practical ques-

tion relates to the part of the debt”

to which the limit should be ap-
plicable. I propose that the limit
be applied only to that part of
the debt which is actually subject
to control, namely, the debt in
the hands of the public. I should
say here that from this point on
I am dealing with matters on
which NAM has no official policy
position, and I am expressing,
therefore, only my own personal
views,

The part of the debt not in the
hands of the public is that which
is held in the government trust
accounts. The trust account bal-
ances have been built up by the
excess of receipts over disburse-
ments under the various pension,
benefit, retirement, and compen-
sation programs, and by the ac-
cruals of interest on these bal-
ances which is also represented by
additional debt paper. The secu-
rities held in trust accounts con-
sist mainly of nonmarketable spe-
cial issues, but some 9% of the
total holdings is in regular Treas-
ury bonds, notes, and certificates.

My reason for excluding the
trust account holdings from the
debt limit is that this kind of debt
is an inherent and tinavoidable as-
pect of the trust fund concept,
and that it tends to increase quite
apart from anything that may
happen in the area of the admin-
istrative budget. That is, it is im-
possible to establish a trust fund
into which money collected from
the citizens is to be paid without
creating debt. The alternative
would be to accumulate an im-

I TABLE I

Budget Receipts, Expenditures,

Surplus or Deficit, by half-years

Actual for Fiscal Years 1955-1958, and Estimated 1959
(Billions of Dollars)

: 1955
Fiscal Periods 1st 2nd
Receipts .. 223 38.1
Expendit'r's 316 33.0
Surplus (+)

——1956——
1st 2nd

253 429 281 429 293 398 308
33.1 334 338 366 361 358 369 37.0

——195 Y
1st 2nd

1958
1st 2nd

——1959-—
1st  2nd
43.6

or - "
Deficit (—) —93 +5.1 —17.9 495 —57 473 —6.8 +4.0 —6.1 166

- y%  BOURCES: Hearings before the Semate Co
cregse. pp. 10, 11, and “Monthly Statement

United States Governmen{ for the period

mmittee on Finance on Debt Ceiling In-
of Receipts and Expenditures of the

from July 1, 1957 through June 30, 1958.”

The Commercial and Financial Chronicle . . . Thursday, February 19, 1959 '

mense hoard of actual cash, a it is futile to consider any kind is beyond the

process wihch' would eventually
deprive the economy of money
needed to sustain. business and
personal operations. The growth
of trust account debt holdings,
plus interest compounded on the
principal, would eventually pierce
any debt ceiling,

Over the past decade the trust

account holdings have increased .

much more than the public issues,
as shown by Table 2.

From this record it is seen that
approximately  one-third of  the
increase of interest - pearing debt
from June 30, 1948 to June: 30,
1958, has consisted’ of public is-
sues, . The other two-thirds has
consisted of additions to the trust
accounts. It will no doubt be a
surprise t0o many to learn that
almost $11 billion of the increase
in trust account debt holdings,
even since 1948, has been the in-
terest accrual. In fact, almost one~
half of the total increase in inter-
est-bearing debt since 1948 ($10.9
billion out of $24.6 billion)  has
been special issues representing
interest accrued and compounded
on trust account principal.

The figures in Table 2 make it
clear that there would be no im-
mediate problem of financing
under a debt limit of $275 billion
if it had not been for. the policy
of accruing interest on debt paper
in the trust accounts. ExcluG..g
this item, the interest - bearing
debt as of June 30, 1958, would
have been some $264 billion, even
with the principal of trust ac-
counts included and disregarding
the two or three billions of inter-
est accrual prior to 1948. The re-
quirement that interest be com-
puted and accrued on debt paper
in the trust accounts stems from
the view that such debt paper is
an asset and, as such, it must be
presumed to “earn” interest. No
business - concern or individual
would undertake to persuade any-
one that their assets can be in-
creased by accumulating :their
own . promissory notes, I do not
believe that the Federal Govern-

ment can “throw” such a miracle..

If the trust fund debt paper is not
an asset it cannot “earn” interest,
and the accrual and compounding
of interest on it is self-deception.

I have pursued this idea a bit
further in a paper published about
a year ago, in which I asked the
question: -“What would happen if
all of the debt paper in the trust
accounts were, in some.mysterious
way, to disappear?” The answer I

reached was that nothing what-’

ever would happen to the rights
of beneficiaries under any pro-

gram to receive the payments as”

specified by substantive legisla-
tion. The conclusion was, there-
‘fore, that since “this debt paper
does not assure or protect benefi-
ciaries it could, for .all practical
purposes, be nonexistent.

In proposing that the debt_limit.

be applicable only to the.debt in
the hands of the public, it is un-
derstood that this limit would be
adjusted to that debt level. For
example, the really functional
debt limit, as. of June 30, 1958,
would beé set in relation to a pub-
licly held debt of some $228 bil-
lion. I repeat that the objective
of a debt limit is to control the

volume of debt arising out of

ordinary budget oJperations and
over. which. it is possible, by pru-
dent fiscal policies, to exercise
control. This is not possible in
the case of trust funds as long as
the total receipts under, the vari-
ous trust fund programs centinue
to exceed the disbursements, and

~of debt-limitation which involves
elements of debt increase that are
not controllable; i "

In this connection I would sug-
gest a ratchet-like control where-
by every reduction of debt out
of surplus revenues would lower,
-by so much, the effective debt
ceiling, y

Some  Collateral:Isstes

<. I conclude by examining briefly -
some collateral .-matters which, .
, would ‘appear to sup- -

-taken alone, we
-port the case for @ ‘more or less
‘continuous ‘increase ‘of

.A debt limit would hamper Em-
‘ployment. ‘Act .  objectives,
argument is related to’ the

- . I-have indicated-above that,
This ‘my; view, the logic-underlying this
com--

pale of the ’Employ-
ment Act, which does not-recog- '
nize’a free and unrestricted “rignt
“to work.” This Act is:usually in-
terpreted - and applied .to under-
write the high, rigid avage struc-
ture which, in:a recession, causes
workers to be priced out of the

‘market. Under the panicky state

of-mind that-a recession: tends to
induce; the Congress-is likely to
‘approve proposals for a‘large ‘in-
crease. of- spending, :despite "the
clear ‘evidence-‘from the ‘record
that -some of the meoney will be

less - spent wastefully :or at: a later
-debt-and-
.hence, to be hostile to a debt Iimit. -

time-when the problem. will again™
be the ‘control of inflation,: =+ - &%
‘in*

Pregident’s - endorsement - of - tax’

-pensatory’ spending, “or _cyelical :rate reduction in his- 1858 budget::

budget balance doetrine,’

men--
a0 Ty

message -as’unassailable. ‘¥ “this’

tioned " above. That doctrine as-"Jogic had been followed by defin-'
sumes the government-to be obli- (jte. action along -the"lines -of -the

gated, by the Employment Act, to

-borrow. and spend‘ 'whatever:
tamounts. may be - necessary to -

-maintain ‘maximum employment
at-all times. In the hearings. on
the Economic Report: before ‘the*

Joint. Economic Committee " in-

-January, 1958, Dr. Ralph J. Wat- -

kins, of the Brookings Institution, -
suggested that the real culprit to-
be blamed for the recession might
have been the debt ceiling which,
in his view, compelled a reduc-
tion of defense spending in the
second half of 1957. The total de-
cline of such spending from the
first half to the second half of
calendar year 1957 was only $700
million, or.1.8% of the year’s total -
defense spending, certainly not an-
impressive shrinkage. Dr. Wat-
-king later explained that he re-
. garded the debt ceiling as one of
the indirect causes and he agreed
with other panel members that
“military -expenditures ‘should be
based on the security need, and
shotuld not be made or considered
.as a means of stabilizing the econ-
omy.6 From this panel judgment
it would appear that there would
~be no merit in- lifting the debt:
~ceiling to permit larger defense-
spending, if the only purpose were "
‘1o prevent a recession. .
. The Employment. Act of 1946
has acquired great prestige as a-
policy statement, due in part to
the inclination of advocates of
: particular -policies. to* ‘construe it
in support of their objectives: The"
general impression appears to be
-that-the .Act commits the govern-
;ment to provide maximum em-
ployment, production,: and : pur-
chasing power. In fact, the' Act’
- goes no- farther than to -declare
that the Federal Government-act--
,ing in' conjunction with, state and
.local governments and the private:
- economy, shall useall practicable-
. means. consistent with "it{s needs
. and: obligations and other essen-:
. tial conditions of national.policy,.
- to create and maintain conditions

ed useful employment opportuni-
.lies, including. self - employment
_for those able, willing, and seek
,ing to work. The.Act. nowhere.
,says that the government  shall.
engage in boondoggling or other
. wasteful spending, nor. that /it
shall retain a crushing burden.of-
taxation, nor that it shall resort.
to devastating inflation.

There are other missing links.
A man who is willing to work but-
is not willing to join a union and-
. submit to the dictatorship of -a-
labor boss to get and hold a job

6 Hearinzs before the Joint' Economic
Committee on the January, 1958 Eco-'
nomic Report of the President, pp. 467,
479, 481.

>

TABLE I ' '

Interest-bearing Debt, by Major Classes,

- June 30, 1948 and June 30, 1958

. (Mil

Cate._xory .

Total interest-bearing debt
Public issues

lions)
- June 30,748
$250,063

June 30, '58
| $274,698
229452

Increase

'$24,635

Special- issues to trusts- accounts___
(Interest accrued to trust accounts

- .219,852°

8,600
30,211 .

46,246 = 16,035

since Jime 0. 1942 angd included

in the increase of holdings since

that time)

- (10,922)

SOURCE: The Treasury Bulletin, various fssues.

under which there will be afford- -

Sadlak-Herlong " Bill,~ I "am “con-:
vinced. that. there would have been
a much smaller volume “of anti-
-recession appropriating, 'a- more"
moderate deficit, and.a diminished
risk' of turther inflation. .-
“An expanding economy neéds’
more debt ‘because jt -will need
more . money. There can'be no
question that a larger money sup-
ply will be needed as the nation
increases its output of .goods and
services, if the price level is to
remain fairly stable. The govern-:
ment could provide part of this
increase by printing moré Green-
backs, ‘which are- not “presently
included within the debt limit: It
could also increase the metallic:
currency, but the silver and other:
metals cannot be manufactured
into coins until these ‘materials
have been ‘purchased: and if this
should occur under deficit condi-
tions the cost would be' reflected
in increased debt. Any excessof
currency above ordinary needs.
will not -stay in- circulation, but
will return to the banks.- Thus,
the principal source of additional
money supply must ‘be- the com-.
imercial banks, which expand their
deposit  credits by making loans
and investments. = <
The particular aspect of this
matter that is germane ‘here is
whether or not an increase of the
public debt would be necessary to
supply part of the .asset base
which would support a larger vol-
ume of. bank deposits.: In other
words,; will it be necessary, as the:
economy ' grows,: to increase the
public débt, not because of ordi-
nary budgét requirements, but for
the purpose of maintaining a sup-
ply of marketable debt paper suf-
ficient to accommodate -the Fed-
eral Reserve  Banks in-the exer-
cise of their money and credit
control operations. Public deb
paper enters into these operations
in two ways: first, it may be used
as collateral security for Federal
Reserve notes and second, it is the
principal commodity beught and
sold by the Federal Open Market
Committee'in its regulation of -the
volume of member bank reserves.
While government debt paper is.a
convenience instrument for ‘these
purposes, it is not an indispensable
one. The law has always per-
mitted the use ‘of ‘other collateral
as -security for Federal Reserve
notes, and during the first 19
years of the Federal Reserve Sys-
tem, government debt was not
eligible as such security. Again,
while it is convenient for the Fed-
eral Open Market Committee to
deal in Treasury bills, these are
not. indispensable to the Commit-
tee’s operations. The same effect
on member bank reserves can be
produced by open market opera-
tions in any other kind of mar-
ketable asset, public orprivate, .
A deliberate increase of the
public debt merely to eause an
expansion of the mouey supply
would be permanently sinflation-
ary. It would be one of the weak-
est possible reasons for -eliminat-
ing 'the debt ceiling. Onithe other
hand, an increase of private debt
pari passu with-the growth of the
economy would be inflationary
only if central bank control over
I
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credit .expansion. were impaired
through' 'political action or if: this
control were unduly subject to the
error that lurks in.all human deci-.
sions. If we. assume’ freedom fronr
external . interféerence and a rea-
sonable accuracy of central bank
judgment, private debt expansion
would be: centinuously. adjusted to
"the growth needs of the economy’
and hence- would" hot- .be . infla-’
tionary. !

Japan-Eff,ecls $40 Million Financing Program

“ Ecoriomic -growth ‘depends  on’,

inerease of debt. This is as simple’

and -as. inevitable, "as. the -balanc-"

ing of every credit by- a debit: It. = ¢

does-not follow; however, that the:
achievement’ of -economic -growth*
involves or requires-a continuous

increase: of ‘the-publie. debt.

Z.In this discussion I am not-argu- ;

ing :for any .specific- debt limit
figure to be absolute and_binding
for. all time. I have sought, rather,
to state the case for the princi-
ple . of - debt. limitation, under
which the limit would be realis-
tically .defined; would . be tight
enough to contribute:significantly
to, prudence in fiscal management,
with respect both to the eontrol of
spending and. the moderation : of
excessive - tax . rates; and - would
sustain investor confidence in-the
intention .and: the ability, of the:

government to prevent. inflation- .

ary erosion of the  dollars invested
in the public debt, An'honest-debt
limit, honestly lived up:to, is an.
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By JOHN  DUTTON

Customer Cooperation

In order to achieve investment

"'success it is necessary to work to-

"‘ gether—the salesman and the cus-

tomer both must cooperate, About
four years ago I made the ac-

_ quaintance of a retired individual

1N

‘Koichiro Asakai, Japancse Ambassador to the. United States,

Eugeéne R. Black, President of the World Bank (L.) and James
Coggeshall, Jr. (R.) President of The First Boston Corporation,
sign agreement for $30,000,000. in bonds to be sold in the United
. Staies 'and a $10,000,000 loan from the World Bank.

sJapanrhas-arranged to borrow
theequivalent of $40,000,000 in a
combined-operation consisting of
-a*public-offering of $30,000,000 of

external lean bonds on the New:

York :fnvestment market and-the
signing-of a $10,000,000 loan from
the: World ' Bank. ‘

i A..‘é’yndi_cate of underwriters
headed by, The First Boston Cor-
poration  is offering $15,000,000 of
15-year. bonds; and Japan is offer-

instrument of policy for the-real--ing $15,000,000 of three, four and

ization. of these purposes. that we:,
cannot atford to neglect or.aban-:
~ don. . :

s : | ,‘ o g B :‘
'NASD District No. 2

: 5 4o gy N fiiew -
Elects Officers -
' SAN FRANCISCO,’.CaLiLL—'MéfrIj
McHenry; Partner, J. Barth & Co.,"
San Francisce, was elected Chair-
man of District Committee No. 2
of 'NASD which- comprises - the.
states of  California and Nevada
and 'the: Territory of Hawaii. - He
succeeds Rabert -C, Hill,- Execu~

tive Vice-President; Hill, Richards™ :

{ive. year bonds, with The. First
Boston, Corporation acting as fi-

--napeial adviser-and offering agent.
+The-Weorld Bank is agreeing to

makea .loan equivalent to $10,-

-, 000,000:-in - various currencies to
-+ the<Japan;, Development Bank, a
“government agency. -

.‘Thewbond issues being offered
consigtic.of . ;..

$3,000,000 Three Year 4% % Ex-
ternal Loan Bonds, due Jan. 15,
1962, priced at 100%.
*~'$5,000,000 Four Year 415% Ex-
ternal*Loan Bonds, due Jan. 15,
1963; priced-at 99.12%. :

& Co., Los~ Angeles.” Ralph: .E. «ternal-Loan . Bonds, due Jan. 15,

Phillips, Jr., Partner; Dean Wittér
& Co., Los Angeles, was elected
Co-Chairmam A
i D.'J, Conway, with the: NASD
office in.San Francisco, is-Secre-
tary of the committee. :

1964 priced at 98.92%.

$15,000,000 Fifteen Year 5% %
ExtérnaliLoan Sinking Fund
Bonds,. due Jan. 15 1974, priced at
98%. . ..

~Thespurpose of the borrowings

i "t .. .is-to: provide- part of the funds
. Maynard Adds to Staff - ‘needed by the Electric Power De-

(Special to T=z z'x::.\xcui. CHRONICLE)
FREEPORT; Ill:—Philip L. Rob-
erts has become connected’ with
Myrl ‘D. Maynard & <Co.,! State
Bank Building: or e nbny R

'With W. C, Pitfield & Co."-
’'W. C. Ppitfield’ &- Co. Inc,.30.
Biroad Street,, New -York:.City,.
underwriters: and distributors of
Canadian - securities, . announced
that William: H. Naylor is now’
associated with' their firm.

‘Cohen,‘ Simonson Office

“GREAT NECK, N. Y.—Cohen, .

Simonson & Co: has opened a
branch office at 167 Middleneck
Road under the management of
Arthur M. Irwin. :

_Whitney, Goadby Branch

GLEN-COVE, N. Y. — H. N.
Whitney, Goadby & Co.  has
.opened a. branch office at 5 Glen
Street  under ‘the direction of
William Rana.

‘Now Ungerleider, Goetz

' The firm name of Ungerleider

& Company, 120. Broadway, New
.York_ City, members of the New
York Stock Exchange, has. been
changed to Ungerleider, Goetz &
Co. .

“. Form.R. F. Bell Co.
4 (Special te T#s FINANCIAL CHRONICLE)
MIAMI, Fla—Robert F. Bell &-
Co., Inc. has been formed with
‘offices at 1656 Lenox Avenue.
“Robert F. Bell'is President, and
“Ji H. Bell, Secretary-Treasurer.

+ velopment €Company, Ltd. (EPDC)

for its Miboro hydroelectric power
project. - Japan will add the net
proceeds of the bond issues to its
foreign exchange reserves and will
lend. the yen equivalent to the
EPDC, while the Japan Develop-
ment. Bank will re-lend the pro-
ceeds of the World Bank loan to
the, company.

.. The bonds are direct obligations
of Japan, and principal and inter-
est.will be payable in New York

:$7,000,000: Five Year 4% % Ex- :

City.in United States currency.
The three, four and five year
bonds are not redeemable prior to
maturity. The 15-year bonds are
not redeemable prior to Jan. 15,
1969, -except through' the opera-
tion of the sinking fund. The sink-
ing fund provides for semi-annual
payments commencing Jan. 15,
1964, 'calculated to retire 95% of
the issue prior to maturity..

The World Bank loan is for a
term of 25 years and bears in-
terest. of 534% including the 1%
commission which is allocated to
the bank’s special reserve. Amor-
tization will be in semi-annual in~
stallments, commencing on March
15, 1974. The loan is guaranteed
by the Government of Japan.

The Electric Power Develop-
ment Company Ltd., almost
wholly government - owned, was
established in 1952 and is engaged
in the construction and operation
of a.number of large-scale hydro-
electric projects. EPDC sells its
power wholesales to private elec
tric utility companies. L

* With Merrill Lynch

(Special to THE FINANCIAL CHRONICLE)
DAYTON, Ohio — Donald E.
Kindle has become connected
with Merrill Lynch, Pierce, Fen-
ner & Smith Incorporated, Ameri-
can Building.

Dean Witter Adds
(Special to. THE FINANCIAL CHRONICLE)
PORTLAND, Oreg.—Harvey J.
Ferguson has become affiliated
with Dean Witter & Co., Equitable
Building.

Forms R. S. Livingston Co.

RIDGEWOOD, N. J—Robert S.
Livingston is engaging in a secu-
rities business from offices at 228
Emmett Place under the firm name

of Robert S. Livingston & Co.

- R'ght on Both Counts!
. - “The people who want this money (how included
" in bills before Congress) are very vocal and highly

articulate. Many others think it can be held down.
And it would be a part of good representative gov-
vernment if a substantial num-
ber: of people would be a little
more articulate about their op-
position to all this spending.
“If we are overwhelmed by
the people on the other side,

they should be honest enough
to say where the money is com-

ing from to pay for these proj
ects.”—Rep, Charles A. Halleck
(Ind.), House Minority Leader.

Yes, the people who want
fiscal responsibility in Washing-

ton must make their wishes

Charles A. Halleck

known as they all too often fail

to do. If the problems of finding money were aired
more fully it might stir some voters to action who
now appear indifferent or inarticulate.

who asked me to go over his en-
tiré investment situation. This

" man had a farm from which he

received a rental income that pro-
vided about one-half his living
expenses; his home was fully paid
for, and he had invested the bal-
ance of his savings in savings and
loan shares, and a few very spec-
ulative common stocks.

The common stocks which he
owned were not suitable for any-
one that had reached retirement
age. I remember our first visit, I
spent about two .hours with him
and. his wife., He did most of the
talking. He told me of his son
and daughter-in-law, his grand-
children, the income from the
farm upon which his son lived, his
ideas concerning the manner in
which he wished to provide for
his wife if his health failed, and
some of his own:convictions con-
cerning what he considered to be
a satisfactory standard of living.
During this first interview I made
notes and took a serious interest
in his presentation of his goals
and objectives. I also told him I
thought that the TWO OF USwork-
ing together could gradually bet-
ter his investment position. I par-
ticularly stressed the point that
his common stock holdings could
be improved—he agreed to this.

During our second conference
we sold 1,800 shares of a highly

~ speculative stock which.was pay-

ing no dividends. We replaced it
with a mutual fund where the ob-
jective was generous income con-
sistent with quality stocks held in
the fund’s portfolio. A second
switch was later made from an-
other very speculative non-divi-
dend paying common stock and
that investment turned out very
well. The stock we bought in-
creased in value over 100% with~
in a year and the dividend was
upped 50%.

Progress Is Made a Step at a Time

The mutual fund was paying
him good dividends, and his other
stock we bought had done well.
After a year had passed I received
a telephone call that he wished to
see me, We initiated a gradual
‘withdrawal of his savings and
loan investments and these funds
were placed in a diversified list
of sound common stocks and
mutual funds., We also invested a
small amount in two speculative
stocks for strictly price apprecia-
tion. . This was to satisfy his de-
sire for a little danger in his life
as well as security. In accom-
plishing .this change in his in-

' ‘vestments, T explained to him that

I was fully aware of my respon-
sibility and 1 was ready to make
every effort in his behalf provid-
ing he was willing to work with
me, He accepted the idea that it
takes a good customer as well as
a capable broker to make a suc-
cess of handling an investment ac-
count,

Recently he telephoned me and
said that he had figured out our

results since we started doing-

business together. His principal
increased 187% and his income,
with the exception of the rent re-
ceived from the farm, is over twice
what it was when I met him four
years ago. The past four years

. have been good ones for those.

who have bought common stocks,
of course, and I am also aware
that there are some investment
records that will surpass this one.
I am not relating these figures to
imply that I should pat myself on
the back because of this record.

My point is that: during' these
four: years:not. once has this: cus--
tomer refused: to-heed my: sugges~-
tions: and’ act upon them: Some-~
times. he' has told: me* that' he
wished" to' sleep: on: something;
several times I concurred in sug-
gestions he offered: to.me; several’
times we made mistakes: but' not
serious ones. Congidering the:
overall situation: it. has been’ a:
good job: and the client is very.
well pleased. <

Something -the Customers -
Should Understand. ¢ -
The customer that: will: receive
the best service and the most'in-.
terested and diligent. cooperation
of a capable broker or investment
salesman, are those who. give
proper information. about their
affairg to him. Also, when. they
discover that he is qualified. to
advise them they should work.
with him and take' his. advice—
only then will it be possible: to
“time™ investments properly,, and
acquire the most suitable secu~.
rities that will' perform.well,. It
takes considerable effort, study,.
and constant work to. keep up
with the investment. scene. The
successful investment’ broker and,
salesman cannot possibly function
effectively if his customers. con-
stantly throw road-blocks in front
of him: He is too busy to wear
himself out with arguments. "The
customer should' find" his' broker
and' work with him—then he will
work for him: -

, V. K. Osborne Adds

¢ (Special to THE FINAN€IAL CHRONIOLE): a2
BEVERLY HILLS; Cal—Robert:
M. Kolodkin and Harvey Deutsch=
man are with V. K. Osborne- &
Sons, Inc., 400 South. Beverly Dr:

Skaife' Adds to: Staff

(Special to THE FINANCIAL CHRONICLE) " '
BERKELEY, Calif.—Edith K.
Hutcheon has- been: added' to the
staff of Skaife & Company, 3099
Telegraph Avenue. She was for<
merly with Murphey  Favre, Inc:

Two: With Bache' & Co.
(Special to THE FINANCIAL CHRONICIE) -
BEVERLY HILLS, Calif.—Har-
old Gershen and. Harold. Green-
span have become associated’ with
Bache & Co., 445 North' Roxbury.
Drive. Mr. Greenspan. was. for~
merly with Walston & Co., _ .. .

Two With Toboco & Co.
(Special t0 THE FINANCIAL OHRONSCLE):
BEVERLY HILLS, Calif.—Benw
nett D. Heiss and' Harry: W. Snow
have become associated' with: Tow
boco & Co., Inc., 9235. Wilshire
Boulevard, members of the: Pa«
cific Coast Stock Exchange, Mr,

Snow in the past was with Lester
& Co.

With A. M. Christensen

(Special to THE FINANGIAL CHROMIGLE): . ©
GLENDALE, Calif.— Rudolph
C. Greipel is now- with: Christeri
x}z{m 5&: Company, 1417 A.Kenneth
oad. ’

Three With P. Clements
(Special to TaE FINANCIAL CHRONICLE)
HOLLYWOOD, Calif.— Robert
L. Cherry, Edward G. Mackie and
Manon Manion have" joinéd the
staff of Patrick Clements & Asso-
ciates, 6715 Hollywood 'Boulevard.

Arthur B. Hogan Adds
(8pecial to THE FINANCIAL CHRONTCIE) .
HOLLYWOOD, Calif.— Harold
A, Fimberg has been added to the
staff of Arthur B. Hogan, Ine.,
6705 Sunset Boulevard, members
of the Pacific Coast Stock Ex-
change. '

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




32

XA

(896)

i Continued from page 9§

The Commercial and Financial Chronicle . . . Thursday, February 19, 1959

on the solution of interdepart-

- mental differences but does not

Diversification in
The Aircraft Industiry

«f the apparently good market in
etructural steel.

Several other factors were
present. First of all, existing steel
sgcompanies had underway substan-
4ial expansion programs to more
than cover unmet short-run de-
anends, Moreover, surveys of
Ausiness investment intentions at
the time showed that most firms
were curtailing their planned
capital expansion programs for
the next several years. Hence, the
eupply of structural steel was in
4he process of being expanded at
e time when the demand was
{apering off. This was not a desir-
able period for a firm to enter
the business of manufacturing
eteel,

The productive capability re-
quired, The basic factors required
for productive activity are plant
end equipment, materials, man-
power, and management organiza-

_ tion. Each of these factors is
needed in very specialized forms.

In the case of airframe manu-
facturing companies, the factor of
plant and equipment presents a
number of complications, The
greater part of the plant and
cquipment of the industry is
owned by the Federal Govern-
gnent and is used in connection
with military contracts.

Before these government-owned
facilities may be used for com-
mercial production, arrangements
Biave to be made with the military
eervice involved to lease a portion
or all of one or more structures.
Moreover, these facilities are
qQuite specialized. The nature of
eircraft plants and the type of
equipment which they contain set
limitations on the type of civilian
production which can be carried
on. Also, the ‘scale of the major
mircraft plants is such as to set
fairly high requirements for pro-
duction in order to make eco-
nomic use of the facilities.

The other factors of production
~materials, manpower, and man-
egement — are usually available
with. less difficulty. In fact, a
wmeajor reason for aircraft com-
panies diversifying into other
Yines is to maintain their produc-
pive orgavizations in being.
| The type of distribution needed,

-~ Whe marketing organization re-
quired by a miltary aircraft
tnanufacturer is  rather minor
compared to that of the typical
firm selling to the civilian market.
“T'he marketing of commercial air-
craft——the area in which most
eirframe manufacturers have
€ome civilian experience — more
closely approximates the case of
gales of specialized equipment
cuch g {reight cars and merchant
ghips rather -than the more fre-
uently Inass-produced civilian
ins, .

TIhe, {vpe of marketing organi-
®aztion required for civilian prod-
‘ucts will vary with the type of
product and with the market to
te penefrated. In the corg ot
Yroduction  on subcotiracts for

ther firmsg, the sales job would

¢ performed prior to production

nd would normally be done by
¢ limited staff. In the case of
€ales of some. end products, fran-
chised representative, jobbers, and
other wholesale distributors often
Assume the marketing responsi-
Wility,
. For divect sales to other indus-
{rial firms, a sizable but limited
enarketing staff would be required.

n contrast, sales to the consumer
anarket often require the estab-
fishhment and maintenance of large
€ales and advertising departments,
@wearticularly where brand identifi-
cation is desired.

The financial requirements. The
woajor airframe manufacturing
‘©ompanies operate with far less

privately-supplied capital than do
other corporations with compar-
able sales volumes. This situation
arises because the Department of
Defense usually supplies a large
portion of the plant and equip-
ment and, in the form of progress
payments, a share of the working
capital required. .

For the aircraft industry, in-
vested capital in 1955 equaled 6%
of total sales and corporate net
worth (invested capital plus re-
tained surplus) equaled 15% of
sales. The corresponding ratios for
industry as a whole were signifi-
cantly higher — 18% and 44%,
respectively.

The airframe manufacturer who
embarks upon civilian production
must be prepared to meet the
additional financial demands
which may arise. In the case of a
company renting government-
owned plant and equipment, the
major financial requirement
would be for adequate working
capital, particularly until a satis-
factory sales volume has been
attained. '

A corollary of this situation is
that the aircraft industry achieves
a greater proportionate return on
its investment than other manu-
facturing companies. The expan-
sion in civilian markets would
tend to reduce this ratio. In 1955,
the major airframe manufacturers
earned before tax protits of 50%
of net worth and after tax profits
of 249% of net worth. In contrast,
manufacturing companies as a
whole experienced a 24% pretax
and 121 9% after tax return on
net worth during the same period.
It should be noted that a number
of individual non-aircraft firms
have attained return on net worth
as well as profit on sales per-
centages substantially in excess of
those for the aircratt industry.

Changes in organizational struc-
ture., The expansion of a com-
pany’s product line or of its
market area often necessitates
changes in -its organizational
structure, As a first step, many
companies establish a new
products group. These units are
somewhat similar to the PWP
Departments (Post War Planning
units) established by many air-
craft companies during World
‘War II.

A recent conference sponsored
by the American Management
Association analyzed the various
methods which companies are
using to develop new products. It
was reported that the odds are
5 to 1 against success for a new
product after it reaches the mar-
ket. Many companies have been
without organized product de-
velopment programs despite this
pressure.. The participants at the
conference attributed the problem
to two major factors: (a) the fail-
ure by management4% appreciate
tha Tomplexities of introducing a
new product into today’s competi-
tive markets and (b) the reluc-
tance of various departments to
surrender any of their control in
the development of new products.
It was found that most successful
companies make use of a product
planning group that concentrates
specifically on smoothing product
development. These may be either
of the advisory and coordinating
nature or an operating unit of the
company, !

For example, one major com-
pany uses a committee consisting
of representatives from each
major division of the company—
research, engineering, manufac-
turing, market research, and sales.
The committee meets from time
to time during all stages of prod-
uct development to discuss the
problems faced by each depart-
ment. It advises top management

make any direct operating
decisions.

Another large company, on the
other hand, established a nroduct
development group within each
division. An operating unit, it is
responsible directly to the general
manager of the division, The
group supervises all phases of
new product development, direct-
ing the various departments on
the individual phases on which
they are working.

A number of aircraft manufac-
turing firms established new
divisions at various times to
handle their actual or anticipated
non-aircraft business. A separate
division for military and commer-
cial activities may have .special
merit where both use parts of a
single government-owned facility
for production of different types
of items.

Drawbacks to and Gains From

Civilian Production

It would be well to review the
pitfalls and risks that may be
encountered as well as the special
gains that might be made when
an aircraft manufacturing firm
attempts to diversify its opera-
tions into non-aircraft fields. The
following are some of the diffi-
culties that often face a firm
attempting to enter a civil market:

(1) The problem of penetrating
a market dominated by en-
trenched firms.

The problem of selling to a
market without the benefit
of a well known trade
name or brand name.

The problem of producing
an item and for a market
for which no previous ex-
perience is had (e.g. con-
centrating on quantity pro-
duction * instead of close
tolerances).

With adequate planning, fi-
nancing, and time, the above and
related problems can often be
hurdled. However, a number of
additional problems and risks are
involved for an aircraft company.

If the attempt to penetrate
civilian nonaviation markets is
successful, the military depart-
ments might tend to lose interest
in the company as part of its
“hard core” of prime suppliers.
Also, the company may sacrifice
some of the flexibility it had in
taking up new military procure-
ment programs. Particularly, it
might tend to ignore or give little
attention to military research and
development work and other low-
profit defense items in which new
weapon systems germinate.

If the attempt to penetrate civil
nonaviation markets is unsuccess-
ful, the company’s “venture capi-
tal” might be depleted. A costly
failure in the civil market—often
invelving substantial investment,
production, and marketing cost
prior to initial sales—might result
in severe damage to the com-
pany’s basie strength.

It should be’ ngied  that a
successiul penetfation of civilian
market “Would bring many ad-
vantages to a company primarily
dependent on military orders.
These prospective gains from
diversification include the foi-
lowing:

Some insulation against the
sharp fluctuations in military pro-
curement. Industrial production
has fluctuated within a range of
112-146 (1947-49=100) during the
years of 1950-1957, while military
expenditures ranged from $12 bil-
lion to $44 billion during the same
period.

Increases in profit margins.
Profits as a percent of sales are
normally smaller on military con-
tracts than on civilian production.
In 1955, the before tax profits of
the major airframe manufacturers
averaged 7.2% of sales and the
after tax profits averaged 3.4%.
In comparison the profit ratios of
all manufacturing companies in
that were were 10.0% before taxes

(2)

Railroad

Securities

Railroads vs. Unions

T‘he nation’s railroads and the
railway unions already are airing
their views on possible changes
in the labor contract which ex-
pires next Nov. 1. Contract nego-
tiations are not scheduled fo be-
gin until this summer,

The carriers state they will seek
changes in the work rules which
have developed over the years
and which are characterized as
“featherbedding.” They state these
outmoded rules cost the railroads
around $475,000,000 a year, or al-
most as much as the $590,000,000
profit recorded by the carriers
last year.

However, the rail unions do not
seem to be likly to be willing to
make any concessions at this time,
Instead, they probably will ask
for more benefits. The unions have
taken the position that there can
be no compromise at this time.
The importance of the rail-labor
negotiations is heightened by the
fact that some 850,000 workers are
involved, or -considerably more
than the 665,000 that will be in
this year’s steel wage talks.

Daniel Loomis, President of the
Association of American Railroads,
has suggested that the train broth-
erhoods join with the railroads in
asking President Eisenhower to
name a non-partisan group tostudy
the road’s work rules. Mr. Loomis
said, “Such a special commission
should go to work immediately,
well in advance of any transpor-
tation crisis, preparing an inde-
pendent and objective appraisal
that will protect the welfare of
the country, the solvency of the
railroad industry and the security
of its workers.”

The unions, for the most part
are cool to this idea of a commis-
sion. They are expected to counter
with a demand for higher wages.
They also are expected to demand
some type of job stabilization
which would limit the railroads’
power to lay off workers. In ad-
dition, they probably will ask for

a work week shorter than the
present 40 hours. The question of
eliminaling fireman from - diesel
locomotives in freight and switch-
ing service also will be an issue’
which is highly controversial, It
is pointed out the Canadian Paci-
fic reached an agreément with the,
unions on this point last year and
has been able to eliminate firemen
on these runs. ,

Also, the question of the dual
pay system will be another prob-
lem. The unions look upon the
historic 100-mile-a-day rule as
sort of an incentive system. This
has been in effect for many years
and the railroads counter with:
statements that many years ago.
100 miles.was about all a freight
train would travel in one day but.
that modern equipment has
changed this situation consider-
ably, particularly with the intro-
duction of diesel locomotives
which can haul longer trains
faster.

Another question which will be
brought up is layoffs caused by
mechanization in roadway main-
tenance and shops. Also, the fact
that many of the carriers are hav-
ing repair work done outside of
their own shops to cut down labor
costs. The latter is a sore point as
far as the unions are concerned.

At any rate, it is expected that
over next several months views
of management and labor on the
entire subject will be appearing
often, with the unions threatening
a strike if their demands are not
met. Some rail officials wish that
the negotiations had been started
during the recession when earn-
ings were depressed rather than at
the present time. However, there
is a moratorium existing until the
Nov. 1 expiration date which did
rot permit either labor or man-
agement to reopen the contract.
One labor leader has stated that
the unions would not again sign
such a moratorium which has tied
their hands since 1956.

and 5.4% after the payment of
Federal income taxes.

The Aircraft Industries Associa-
tion has estimated that the profits
of major airframe producers in
1957 averaged 21%% on sales after
the payment of income taxes.

Maintenance in being ef a going
production and engineering or-
ganization. This non-balance sheet
factor would not only be impor-
tant to the company as a potential
source of income, but to the mili-
tary establishment as a part of its
mobilization base.

Guidlines for Reviewing
New Products

Two major types of diversifica-
tion agtivities may be noted: (1)
internal or the manufacturé of
nonmilitary products in existing
facilities, and (2) external or the
penetration of civilian markets
through the acquisition of existing
firms, the formation of new en-
terprises, and other activities
which do not' utilize existing fa-
cilities.

In connection with internal di-
versification, some general guide-
lines may be formulated on the
basis of the foregoing analysis.

Five criteria are suggested for
the initial review proposals for
the manufacture commercial
products. Products which possess
a significant number of the fol-
lowing characteristics might be
said to have passed the first “test”
and merit more intensive study.

(1) A new product or a product
for which the demand is expected
to increase very substantially.

(2) A product whose manufac-
ture requires the fabrication and
other existing skills and capacity

of an airframe manufacturing
company,

(3) A product to be sold to or
manufactured for an industrial
market or other product which
does not require the establishment
of an extensive distribution or-
ganization.

(4) A product which can be
produced and sold with a moder-
ate financial investment. /

(5) - A product whose develop-
ment and sale could be accom-+
plished with adaptations of the
existing organization,

It may be apparent why prod-
ucts which do not meet most of
these criteria would not be prom-
ising. For example, a product
which is similar to established
products ‘as to cost, function, or
other important characteristics,
or one for which the demand is
expected to be stable or declining,
would meet particularly stiff
competition from firms already
entrenched in the civilian market,

. Similarly, a product whose man-

ufacture requires large additions
to existing facilities and new en-
gineering and/or production skills
would not contribute to the utili-
zation of idle capacity and man-
power, but create additional bur-
dens and problems,

Also, a product which would
require the establishment of an
extensive marketing organization
would not be ordinarily suitable
for an airframe manufacturing
company. The industry has-gen-
erally avoided direct consumer
sales, particularly those involving
extensive sales and advertising
departments. Moreover, a product
whose introduction required such
additional activity would entail
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that much greater risk than items’
which would be sold to industrial
firms. ’ S '
~An important limiting factor in
considering all suggestions for ex-
pansions and diversifications would
be the financial- investment re-
quired. Many companies prefer
the “low investment—low risk—
moderate income” venture to the
“high investment—high risk—high
gain” venture. This is an area of
minimizing loss rather than nec-
essarily maximizing gain. More-
over, in the case of the typical
airframe .. company, . which has
fairly limited financial 'resources,
the amount of venture 'capital
may be strictly rationed and large
investment .projects not. possible.

- Finally, one of the major rea-
sons. for an aircraft company di-
versifying its activities is to main-
tain a going organization during
the troughs of military procure-
ment. Hence, ventures which
would involve very severe modi-
fications of the existing organiza-
tional structure could impair the
company’s affectiveness in mili-
tary fields.

It should be noted that these
criteria describe “ideal” situations
and that judgment and subjective
evaluation would be necessary in
deciding whether a given sugges-
tion came close enough to the
1i:(_ileal to merit further considera-
ion.

Named Directors

Election of Gordon E. Crosby,
Jr. and Bowen Blair ag directors
of The United States Life Insur-
ance Company has been an-
nounced by Raymond H. Belknap,
President. ’

"Mr. Crosby, who joined United
States Life as Vice-President and
Director of agencies earlier this
year, had previously been Wash-
ington general agent for New
England Mutual Life Insurance
Company in Seattle.

Mr. Blair, a Partner in William
Blair & Company, Chicago in-
vestment bankers, is also a Di-
rector of the Continental Assur-
ance Company and the Conti-
nental Casualty Company.

The new directors succeed Wil-
liam McCormick = Blair, Senior
Partner of William Blair & Com-
pany, and Boyd N. Everett, Vice-
President and Treasurer of the
Continental Assurance Company
and the Continental Casualty
Company, both of whom resigned
recently.

Jon Lovelace V.-P. of

American Mutual Fund

LOS ANGELES, Calif. — Jon
Lovelace Jr. has been elected a
Vice-President of American Mu-
tual Fund, 900 Wilsire Boulevard.
it was announced by Charles H.
Schimpff, . Executive Vice-Presi-
dent:of the Fund. Mr. Lovelace
has been associated with the or-
ganization in the field of invest-
ment research since 1951.

‘Chicago Analysts to Hear -

CHICAGO, 11l. — H. T. Mead,
vice president of the Mead Cor-
poration, will be the guest speaker
at the luncheon meeting of the
Investment Analysts Society of
Chicago to be held February 19th
in the Adams Room of the Mid-
land Hotel. °

Form Capital Investment

. (8pecial to Tue FINANCIAL CHRONICLE)

LINCOLN, Neb. — Capital In-
vestment Corporation has been
formed with offices at 301 South
17th Street to engage in a secu-
rities business. Michael E. Layon
is associated with the firm.

~With Cyrus Lawrence

"Cyrus J. Lawrence & Sons, 115
Broadway, New York City, mem-
ber of the New York Stock Ex-
change, announced that Joseph W.
Donner is now associated with
their firm in the investment re-

search department,
[

Continued from page 4

The State of Trade and Industry

there had never been a grants program. Communities ma

« its 1 . ay hold
back new construction after the grants end in hope that th); suc-
cess of the program will lead to its renewal.

Steel Users Losing in Inventory Stockpiling
Some steel users may be scraping the bottom of the in
. ven-
}fé)’z’t Ijixl‘lr:lggvhen tl&(_z stetel I%For contract deadline rolls around
according to “The Iron Age.” i j K-
el , n Age,” national metalwork.
“Many customers planned to put their January and February

tonnage into stock and nurse it along in case of a strike,” asserts

one steel executive. “But their own business is buildin up so
fast the:( can’t make much headway. They can very eagilypend
up scraping the bottom of the barre] in June.” ;

Says another steel sales executive:

“There is no possibility of building up enough stock between
now and June. The users might get up to 35% of a normal in-
ventory accumulated by them through spreading out their orders
now. But they are trying to build in three months what it took
them a year and a half to ‘work down.”

“Iron Age” said these comments point up a dilemma that
many m'etalworklng companies failed to anticipate. Fears of a
steel strike and the upturn in business have created a situation.
that is putting a strain on ability of the mills to take care of
everybody.

The metalworking weekly said mill order backlogs are build-

-ing up so fast that steel sales offices are working overtime to

keep pace with the avalanche. The backlog of one large mill
has gone up 500,000 tons during the last 30 days.

.- The drive to stock up on steel is jamming public warehous-
ing space in the Cleveland area, says “Iron Age.” The available
space- is being snapped up by automotive and can companies as
well as mills that want to store-steel outside their own gates.

Another sign of the growing:crisis in some steel products:
Strip users who normally buy sheet and slit it themselves are
starting to buy higher-priced hot- and cold-rolled narrow strip—
and are glad to get it. This increases their costs but it helps build
inventory.

The magazine said steel production planners have been caught
off guard by the influx of new business. They are rushing fur-
naces into production because the volume was more than they
had bargained for. Meanwhile, shipments are far below the level
of incoming orders.

“Iron Age” said it now locks as though first quarter output
will average 78% to 80% of capacity. It added that second quar-
ter could average 85% to 90% with the possibility that output
late in the quarter could hit close to 100%.

Bulk of Purchasing Agents Expect.Steel Strike

Ninety-six per cent of 200 purchasing agents queried by
“Steel” Magazine expect a steel strike of six to eight weeks this
summer and most are building up inventories to see their com-
panies through. :

The metalworking weekly said on Feb. 16 that its survey
indicated that 90% of the 200 purchasing agents will boost steel
stocks by July 1 as'a hedge against curtailed steel production:
and higher prices. Two out of 10 will boost steel stocks more
than 50%; three out of 10, 26-50%; and four out of 10, 1-25%.

Hedge buying is reflected in steel mill operations. They were
boosted 2.5 points last week to 83.5% of capacity. Production was
about 2,363,000 net tons of steel for ingots and castings, highest
of any week since March 25, 1957, Steel operations have risen
11 points in the past three weeks.

Comments by purchasing agents. participating in “Steel’s”
survey indicate that some are building stocks even though they
do not expect a strike,

“In past strikes, consumers hungry for steel have influenced
the steel companies to come to quick terms with the union.” be-
lieves a Utica, N. Y. purchasing agent. At the rate we're buying
steel, we won’t be hungry on July 1, Our influence on steel man-
agement thinking will be far less than in many former situations.”

A Reading, Pa., purchaser, another of the few to predict no
strike, analyzes inventory building this way: “Steel stocks will
be so high by July 1 that most users of the metal won’t suffer
unless a walkout would last longer than eight weeks. The union
will be in such a poor bargaining position that it won’t dare
strike.” ;

All kinds of steel consumers are hedging against a strike, but
automotive and oil firms lead the rush. A North Tonawanda,
N. Y., buyer says: “We’ll' increase our inventories by 200% from
now until July 1. That’s covered by firm authority — mostly
automotive.”

Most steel purchasers expect an eventual price increase, For
example, a Des Moines, Iowa, buyer comments: “We’ll increase
inventeries by one-third to one-half in the next four or five
months. The inevitable price rise makes this a good gamble even
if the strike doesn’t materialize.”

Although most steel buyers understand why a prﬁce increase
might occur, they still do not like the prospect. Comments like
this from a Salem, Ohio, purchaser are common: “A price increase
of $8 to $10 per ton will force us to consider foreign steel, via the
St. Lawrence Seaway.”

The magazine’s price composite on the prime grade of scrap
holds unchanged at $42.50 a gross ton, following a four-week rise.

Steel Production Upsurge Continues

The American Iron and Steel Institute announced that the -

operating rate of steel companies will average *151.8% of steel
capacity for the week beginning Feb. 16, equivalent to 2,439,000
tons of ingot and steel castings (based on average weekly produc-
tion for 1947-49) as compared with an actual rate of ¥147.6% of
capacity and 2,371,000 tons a week ago.

Actual output for Feb. 9 week was equal to 83.7% of the
utilization of the Jan, 1, 1959 annual capacity of 147,633,670 net
tons. Estimated percentage for the week of Feb. 16 is 86.1%.

For the Feb. 16 week a month ago the rate was #128% and

/: ’39" \; :‘_

3

production 2,056,000 tons. A year ago thé actual \véekly pl’édué; ’

- )

tion was placed at 1,373,000 tons, or 85.5%.

*Index of production is based on average weekly production
for 1947-1949, . : v . .

Rise in Cost of Living Out-raced by Steel Wages - -

While the “cost of living,” as measured by the government’s
consumer price index, doubled between 1940 and the third quar-
ter of 1958, steelworkers’ average hourly earnings increased three
and one-half times and the total employment costs per hour
worked by steelworkers quadrupled, according to American Irom:
and Steel Institute.

The Bureau of Labor Statistics reports that, in the third
quarter of last year, the consumer price index was 123.7 against
59.9 in 1940, an increase of 106%. The same source shows steel-
workers’ average hourly earnings at $2.96 in the third quarter of
1958, compared with a little more than 84 cents during 1940, a.
250% gain. )

In the same period, steel companies’ total employment costs.

‘per hour (for wage earners) increased to an estimated $3.60 from:

90.5 cents, showing a 298% increase, American Iron and Steel
Institute data show.

Anti-Production Problems Curb Car Output

Chrysler’s Corp.’s production problems, severe weather con-
ditions in many parts of the country and a temporary assembly
halt at a Mercury plant combined to keep U. S. passenger car.
output near its lowest level of the year during the week begin-
ning Feb, 9. Ward’s Automotive Reports estimated automobile’
production for the week at 115,770 units, just 1.3% above the’
1959 low of 114,282 reported last week. In the corresponding week’
a year ago, the total was 101,656.

Chrysler’s difficulties, stemming from the just concluded
Pittsburgh Plate Glass Co. strike, kept the corporation’s car-
making program below 5,000 units contrasted to 18,000-unit sched--
ules in effect in early January when glass shipments were normal.
The corporation’s car assembly consisted of three days’ work at
Dodge Main and De Soto-Chrysler units in Detroit and five cays,
at Imperial in Dearborn. Even®with the strike settled, it will
still be several days after glass output starts before Chrysler
begins receiving normal shipments of glass and normal auto-
mobile production. gets under way. o

Some manufacturers reported that bad weather restricied
normal operations in various areas last week. Ford Motor Cp.’s
Wixom, Mich, facility, where Lincolns and Ford Thunderbirds
are produced, was closed Feb, 10 and Feb. 11, according to Werd’s.

The automotive publication reported that Mercury’s Metu~-
chen, N, J., assembly plant was idle all during the recent week
because of rearrangement activity. Metuchen resumed work.
on Feb. 16.

Ward’s said that truck production continued at a strong rate
in the week starting Feb. 9. Scheduled were 25,062 units com-
pared to 24,765 in the:preceding week and 18,709 in the corre~

sponding week in 1958. * g

Gaudy Car Production Volume Forecast

U. S. auto manufacturers will turn out more'1959 passenger
cars by June 30 of this year than came off the lines during the.
entire 1958 model run if present production plans are carried out,
it is indicated in “Automotive Digest,” monthly business sum-

.mary published by Pacific Finance Corporation of Los Angeles

and New -‘York. . 200,004 ]

Schedules call for produclion of more than 4,400, new
cars by mid-year, compapred with a, total product}on of 4,222,765
of 1958 models. Current indications point to a gain of more than
622,000 cars over the 1958 model production level at June 30,
the Digest said. . : ‘

The perennial leaders of the low price field, Chevrolet, Ford,
and Plymouth, moved
of the nation’s entire auto output last year. Together, _they ac-
counted for 622 % of the year’s run, 2% more than in 1257, While
manufacture of Fords and Plymouths was off slightly, Chevrolet
production increased by 4.3% to a total of 29.2%. Chevrolet also
leads in production thus far in the 1959 mod(_el run,

Sales of new cars were reported. continuing strong, bolster-
ing dealers’ hopes the sales momentum §et off by deliveries of.
approximately 425,000 new automobiles  in December will carry
through to spring. ] _

Scanning market potentials, the Digest reports survey find=
ings that one of every eight U. S. car-owning families owns two

a step closer to chalking up two-thirds .

or more cars and an additional 13 million families have need for.

a second car. : . .

Used car prices are reported slowing, prices softening, ap&
dealer inventories mounting as a result of stropg new car activ=
ity. Sales were reported best in the upper middle west and on
the west coast.

Electric Output Lower Than in Previous Week

mount of electric energy distributed by the electric light
and 'I;;}::Ngr industry for the week ended Saturday, Feb. 14, was
estimated at 13,156,000,000 kwh., according to the Edison Electric
Institute. Output the past week was below the level of the pre-
ceding week. . :
For the weck ended Feb. 14, output declined by 136,000,000
kwh. from that of the previous week, but showed a gain of
739,000,000 kwh, above that of the comparable 1958 week.

3% Drop in Carloadings Ascribed to Bad Weather

Loading of revenue freight for the week ended Feb. 7, totaled
565,392acar§, the Association of American Railroads announced,
a decrease of 17,239, cars or 3% below the preceding week. The
total for the latest week reflected an increase of 33,001 cars or
6.2% above the corresponding week in }958, but a decrease of
99,854 cars or 15% below the corresponding week in 14957., ,

The 3% falloff in the week of Feb. 7 from the earlier week’s
volume was due to continued heavy rains in Southern and South-.
west Districts and extreme winter weather in the northern tier

Continued on page 34
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The State of Trade and Indﬁslry Why Creeping Inflation
Is Not Inevitable -

. of states which affected outdoor. industrial operations and load-
ings, particularly of.forest products and sand and gravel.

Lumber Shipments Show 2.9% Decline

Lumber shipments ‘of 468 mills reporting to the National
Lumber Trade Barometer were 2.9% below production for the
week ended Feb. 7. In the same week new orders. of these mills
were 3% above production, “Unfilled orders of reporting mills
amounted to 41% of stocks. For reporting softwood mills, unfilled
orders were equivalent to 20 days’ production at the current rate,
and gross stocks were equivalent to 46 days’ production.

For the year-to-date, shipments of reporting identical mills
were equal fo production; new orders were 7.6% above pro-
duction. :

For the week ended Feb. 7, as compared with the preceding
week, production of reporting mills was 1% below; shipments
were 9.2% below; new orders were 8.8% below. Compared with
the corresponding week in 1958, production of reporting mills was
0.4% below; shipments were 4.8% above; and new orders were
5.3% abhove.

Busiress Failures Up Moderately

Commercial and industrial failures increased to 292 in the
week ended Feb. 12 from 271 in the preceding week reported
Dun & Bradstreet, Inc. Despite this rise, casualties remained
below the 319 in the comparable week last year and the 317 in
1957, However, they were about even with the pre-war level
of 293 in the similar week of 1939,

.Failures with liabilities of. $5,000 or more rose to 249 from
235 in the' previous week but did not reach the 279 occurring in
this size group a year ago. Among small casualties, those in-
volving. liabilities under $5,000, the toll edged to 43 from 36 last
week and exceeded slightly the 40 in 1958. Twenty-eight busi-
nesses failed during the week with liabilities in excess of $100,000
as against 30 a week earlier, :

Trade and manufacturing accounted for the week-to-week
upturn,. Retailing casualties climbed to 158 from 133, while

" manufacturing edged to 50 from 47 and wholesaling to 24 from,
22. In contrast, construction failures declined to 38 from 44, and
commercial service dipped to 22 from 25, Fewer concerns suc-
cumbed than last year in all industry and trade groups, with the
most noticeable decrease from 1958 appearing in wholesale trade.

. Casualties ran higher during the week in five of the nine
major geographic regions. While the Middle Atlantic total edged
up 1095 from 92, and the East North Central to 47 from 41, South
Atlantic failures jumped to 31 from 11. On the other hand, week-
to-week declines were reported in four regions—in the Pacific
States; off t0-56 from 61, as well as in the Mountain, West North_

Central, and West South Central States. Mortality dipped below -, erates at eapacity and employment

. is plentiful, the wage-price spiral
i bound to resume its upward

last year in Inost areas;

only the East North Central and South
Atlantic States reported - A

higher failures than in 1958.

Third Consecutive Decline in Wholesale Food Price Index

For the third consecutive week, the Wholesale Food Price
Indeg:,,compxled by Dun & Bradstreet, Inc., declined on Feb. 10.
The index stood at $6.17, and compared with $6.19 a week earlier
for a dip of 0.3%. It was 5.4% below the $6.52 of the comparable
date a year ago. 7

Commodities quoted higher in the week ended Feb. 10 were
wheat, corn, and rye. Down in price were flour, oats, barley,
beef, hams, cottonseed oil, cocoa, eggs, potatoes, steers, and hogs.

The index represents the sum total of the price per pound
of 3'1 raw foodstuffs and meats in general use. It is not a cost-
of-living index. Its chief function is to show the . general trend
of food prices at the wholesale level,

Wholesale Commodity Price Index Steady

Gains in prices on grains, lambs, and hides this week were
offset by declines on hogs, steers, and lard, holding the general
commodity price level close to the prior week. The Daily Whole-
sale Commodlty Price Index, compiled by Dun & Bradstreet,
Inc.,'stood at'276.49 on February 16, compared with 276.47 a week
earllep and 280..17 on the comparable date a year ago.

Light offerings and ‘a pick up in export business resulted in
appreciable advances-in wheat prices during the week; domestic
buying was close to the preceding week. A slight rise in export
purchases ‘helped rye prices move up moderately, Corn prices
climbed moderately as trading moved up and marketings were
lcl}%;lr‘l;g ;iI‘raInsactlon‘si in oats were limited and prices were un-
: ed. Improved prospects for export busi i i
strengthened soybean prices this weeﬁ. FE S oo

. Despite a moderate rise in ex
mained at. i

withsa siza:)le commitment from Ceylon,
ugar trading remained close to that of a week earlier and
Traw sugar prices. were unct_langed. Following a dip at the begin-
ning of 'mge ‘wegll‘(, codffe%v x;lrxfes {)icked up at the end of the period
“improved. olesale ¢ i i Y
Thocaane year s, coffee inventories were below
Domestic rice buying was sustained at high level and prices

vetr’?ment has been negotiating to sell Indo-

preceding wezk. Following the decline | i

lard prices dipped -appreciably during tﬁe weekc. ;oS B e,

pi ké\éthou%g. cotton trading on th
c! up this week i i

Ertiee, Tadt sl é prices remained-close to those of a week

about 40,000 bales, compared with 42

130,000 in the comparable period a year ago. For the season

e quantities of rice in the near future..
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persons who formerly never
bought any securities, preferring
to keep their savings in various
thrift institutions. Some insurance
companies are advocating the es-

tablishment of variable annuities,-

Up to now, the policy of buying
equities rather .than - bonds has
proven to be a wise one:.:In prac-
tically all portfolios, the stocks
held have shown a substantial ap-
preciation during -recent “years
while long term bonds, irrespec-
tive of quality; have shown con-'
siderable depreciation. No wonder,
therefore, that many. investors and
trust officers have raised the ques-
tion, “What price security?”

Reasons for the Belief That
Inflation Is Inevitable

The basic reasons:for the belief
that creeping inflation in the U. S.
is inevitable, - briefly -stated, ‘are
as follows:

(1) The wholesale price index
rose from.99.2 (1947-49 = 100) in
1949 after the great wave of post-
war inflation to 119,3 at the end
of 1958.

(2) The consumer price index
rose from 101.8 in 1949 to 123.7
in' December, 1958. Despite the
fact that industry was operating
substantially below capacity and
unemployment was large, the cost
of living index continued to rise
during the recession of 1957-58.
Moreover, in the postwar years,
wages and costs of production in
general have continued to move
upward regardless of business ac-
tivity and the size of unemploy-
ment. Many individuals have,
therefore, reached the conclusion
that as soon as business again op-

climb.

(3) There is a strong inflation
bias in government, as evideneed
by the constantly increasing ex-
penditures for goods and services
of the Federal, State, and local
governments. S S Yt

(4) ‘There is also a strong-infla-
tion bias among farmers and or-
ganized . workers, who " generally

are not affected by the deteriora; ’
of -

tion of the purchasing power
the. dollar. - !
(5) Finally, there are many peo-
ple who believe that moderate:-in-
flation is desirable because it cre-
ates favorable business sentiment
and leads to satisfactory employ-
ment conditions and profits.

What Is Inflation? -

A country, like every other’eco-
nomic unit; has to' pay for' its
expenditures in one form:or an-

‘other. A nation can cover its ex-

penditures  either through taxa-
tion; - direct and indirect,: or
through -borrowing or printing
money. Borrowing from the ‘com-
mercial banks or resorting ‘to’the
printing press- usually " causes’ ‘a
decline in the purchasing power
of the currency. This is an invis-
ible tax not officially imposed by
the Congress, but a tax just:the
same. The inflation tax'‘is paid by
all who have assets in the form of
fixed dollar claims or whose in-
come does not increase - with -the
rise in the cost of living. Who are
the principal groups on whori this
invisible  tax . -has‘ been imposed?
They- are: SR

(1) +All people living on .pen-
sions, social security, and benefi-
ciaries of life insurance policies

and fixed annuities. As a general-

rule, . these are ' the’older people
who are living today on the fruits
of their previous labor. .

(2) All owners of savings ex-

through February 10 exports amounted to about 1,650,000
as against 3,000,000 in the comparable period last season.

’ ’

bales,:

Retail Trade Exceeds Poor 1958 Week ‘
Although bad weather in some regions held consumer buying
close to the prior week, total retail trade in the week ended Feb.
11 moderately exceeded that of a year ago when sales were at a

low level, Best-sellers in the latest week

were women’s apparel,

floor coverings, and furniture. . According to spot checks; sales

qf new passenger cars were close
tial year-to-year gains remained.

to a week earlier, but substan-

The total dollar volume of retail trade in the Feb. 11 week
was 2% to 6% higher than a year ago, according to spot estimates

collected by Dun & Bradstreet,- Inc.

Regional -estimates. varied

from the comparable 1958.levels by the following percentages:
South Atlantic +5 to --9; Middle Atlantic +3 to +7; Pacific Coast.

+2 to +6; East North Central and Mountain +1 to +5; New" -
England and East South Central 0 to
and West South Central'—1 to +3.

+4;  West North Central*

Attracted by continued sales promotions, shoppers stepped
up their buying of women’s suits, dresses, cloth coats;.and some:
fashion accessories boosting. volume noticeably over a year.ago.
Sales of Spring apparel were sluggish and below expectations.:
Although the call for ‘men’s furnishings advinced appreciably -
over both the prior week and a year ago, over-all volume in men’s".

apparel remained close to the similar 1958 week.

Interest in~

children’s apparel moderately exceeded last year, with principal

gains in girls’ blouses and dresses and boys’ sports ‘coats. o

There was a moderate pick up this week in‘purchases of
furniture, especially bedroom sets, dinette sets, and .oceasicnal
tables and chairs. While the call for floor coverings:showed"
marked year-to-year gains, interest in'linens and draperies was
unchanged. Appliance dealers reported slight gains from .a year
ago; consumer interest centered on lamps, television sets, radios,.

and automatic laundry equipment. Volume in

glassware, kitchen

utensils, and gifts moved up slightly from last year. - . :
The usual upsurge in the buying of Lenten food specialties
occurred this week and volume in fresh meat, fresh produce, and
frozen food was steady. Except for canned fish, sales of canned
goods slackened during the week. ¥

. institutions,

e New York Cotton Exchange.

Nationwide Department Store Sales Up 9%

Department store sales on a country-wide basis as taken from
the Federal Reserve Board’s Index for the week ended Feb. T
advanced 9% above the like period last year. In the preceding
week, Jan. 31, an increase of 4% .was reported. For the-four
ended Feb. 7 a gain of 7% was registered. .

According to the Federal Reserve System department -store
sales in New York City for the week ended Feb. 7 showed a 5%
increase from that of the like period last year. In the preceding
week, Jan. 31, an increase of 4% was reported. For the. four
weeks ended Feb. 7 an increase of 3% was noted over the volume
in the corresponding period in 1958.

. tive stability in prices,.

pressed in fixed amounts of dol-
lars. This applies to the millions-
of American families who ‘have, -

""" savings -accounts in- banks, own. -

shares of savings and loan associa~
tions, or have bought “E” bonds
and other fixed income obligations;
and mortgages, . serily 8
(3) Individuals working for:in-:
stitutions -unable to' raise wages: -
to meet the deterioration in ‘the -
purchasing power of “the dollar;:
such as private. schools and . uni-:
versities, -hospitals, and charitablet :
The .inflation’ tax is:~
thus imposed on the weakest. seg~i
ment of the  population, without:::
vote, without debate, without Con-=r>
gressional hearings,  simply . bedz:
cause the-people affected are noti:

-organized - and thus not able:toro-

protect their interests. i i
Aside from its-undestrable eco-
nomic consequences, inflation“in’*
any form is morally wrong, forit!"
deprives the old and the thrifty®”
of the fruits of their labor and’”
undermines their economic secu-*
rity. .- Americans ‘are. honest. andi”

kind-hearted. people;.and _if. they’

:were fully-aware-of the true na-

‘ture of creeping inflation and what

‘it does to their.fellow~citizens ad-}
‘vanced in years.or unable:to pro=:"
 tectthemselves,’ they. would 'com=i'

<
it

bat this-moral evil with all their::
might. . - : s S T
Is the Belief in the .Inevitability
of .Creeping Ipﬂa@iqn -Wayranted_?
. The: rather acute.inflation that -
set in-after the last war, and espe-
cially after wage and, price: con+i

.trols were removed,  was- inevi-.

table. During the war, the money. :
supply increéased very. rapidly:
while the ‘supply of -goods avail-'.
able for civilian consumption was’
limited. The war caused a’ great.

. economic void at home and abroad.’

The’enormous task of filling this>
économic vacuum and the need ‘of:
meeting the current demand ‘for:
goods and services made inflation;
inevitable.. The war-induced in-
flation ‘came to an ernd in'1948;
and during the recession of 1948-
1949, a minor decline in comniod-.
ity prices occurred. ‘The inflation’
wave that followed the outbreak.
of the Korean War -also had. its -
origin in noneconomic factors,.al«-
though it could have been avoided.:
At the outhreak of hostilities in.
Korea, there was a great rush by .
consumers and business concerns;.. -
to hoard commodities expected to;-
be scarce or to rise ‘in- price, - At , -

_the same time, the Reserve'au-.
thorities, who were still under the’.

obligation to peg long-term . gov-',. °
ernment bond prices, had lost. ef- |
fective control - over ‘the  money .
supply and thus were unable to .
check- the inflationary  pressures.
Moreover, the government was.
tardy in taking the necessary steps
to check the sharp rise in prices.’
.. From: 1952 through 1954, ‘the-
wholesale and consumer price 'int:
dexes remained relatively stable.

“During these three years, the in-

dex of wholesale prices fluctuated: -
around 110 and the consumer price!
index around 114. -

The current creeping inflation '
really started in 1955 and contin- -
ued through -1958, even though
business activity and employment’
turned down in the Fall of 1957.;
The consumer price index rose.
from an average of 114.5 in 1955.
to 116.2 in 1956, 120.2 in: 1957, and’
123.7: in 1958. The increased oc-.
curred- during 1955 and 1956 in..

. spite of the policy of active credit -

restraint followed by the Reserve
authorities, and during 1957 and
1958 in spite of the rather sharp.
decline in ‘business activity and.
the substantial rise in ‘unemploy~
ment. ’ i

:-- The causes of the creeping in-
-{lation since 1955 have often been:

analyzed and need not be repeated-
here. The fact remains that thére
was a period of four years of rela-
on both’
the wholesale and retail levels..
The question, therefore, arises'as:
to whether, this period of stability -
was only the exception or whether!
there are valid reasons for believ--
ing that the forces causing creep-
ing inflation will be brought to a
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halt—and. if not, what the consc-
quences will be.

The Immediate Outlook
* A renewal . of ‘the inflationary

pressures in the immediate future .

is not likely. Industry is still op-
erating below capacity, and pro-
ductivity is rising. Unemployment
islarge; and in all likelihood the
- total number: of unemployed will

remain substantial, at least i ‘the*

next-few months. Furthermore,
competition  at~home -‘and ‘abroad
is rising;-and the large supply -of
farm produects indicates a redue-
tion_ in -food prices during the
. coming months. “In addition, the
Reserve authorities- have alrcady
adopted. a: policy - of - mild- credit
restraint.. The member banks-are
operating with-negative: free ‘re-
serves; - and.- money rates, both

short and long-term; are rising; ‘If
the inflationary forces~should be'

renewed, the- Reserve -autherities
will adopt a policy-of active credit
restraint. It  ‘may, therefore, - be
assumed. that . at least; during the
next . six months: the purchasing

~power of-the dollar: will be rela-"

tively stable.

."'The Long Range Outlook

‘Once industry again operates at
or-near capacity, employment con-
ditions are satisfactory, and prof-
its’ rise; thereis, however, a real
danger that the wage-price spiral
will be renewed. Under conditions
of :full employment and with ‘in-
dustry - operating at capacity, the
rise-in. productivity - tends to-slow
down, and wage increases tend to

surpass the rise in output per man-

- hour. ' The new - steel- . collective
agreement to be negotiated dur-
ing.the. summer may set a new
pattern of wages, which in- turn

may rekindle the forces-of creep--

ing:inflation. It is, therefore, pos-
" sible:that -in the second half  of
the .year this problem may again
become acute. Hence, a.full un-
.derstanding of the possible con-
sequences becomes imperative.

‘.Cdnsequences of Creeping

o " Inflation e

:Once the forces of inflation are
renewed, ‘
quences will be as follows:

“The. demand for credit, short’

and long term, will increase.. With
business activity at a higher level,
there will be a. need for more
working capital. Furthermore, the
renewal ‘of the forces of inflation
will set in° motion-an accumula-
tion ‘of business inventories, which
also will increase the demand for
credit. Under such circumstances,

the Federal Reserve authorities,’
as previously stated, will adopt a .

policy of active and possibly se-

vere credit restraint. The availa=

bility of bank credit will decrease,
and money rates will rise.

‘The demand for long term capi-
tal will -also ‘rise. Stale and local
governments will have to pay more
for puyblic works because of. the
rise in prices and wages. More-
over, along with corporations, they
will -endeavor to- anticipate their
capital requirements because of
the expected higher costs of con-
struction: and equipment. . Under
these conditions, .the' demand for
mortgage money is also bound to
rise. -

-At-the same time, the supply of
capital seeking an outlet in fixed-
iicome-bearing securities and
mortgages is likely -to decrease.
Individuals, convinced that the
décline in the purchasing power
of the -dollar is inevitable, will
shift ‘'even more than at present
from‘ bonds to equities. Pension
funds will increase their switching
from’ bonds into equities in order
t0 hedge against inflation.” Life
insurance companies will intensify
their efforts to obtain the right to
sell variable annuities; and if they
are successful, this will also re-

duce'the demand for fixed-

income-bearing obligations,

.Since. under a policy of active
credit restraint the commercial
banks would not be in a position

to meet the deficiency in capital, -
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the economic:. conse-,

ommercial an mancia

long term money rates would in-

- crease, and many would-be bor-

rowers would not be able to obtain
the necessary capital. Experience
during 1957 has proven .conclu-
sively. that once the -liquidity: of
the banks and of business con-
cerns -has, been reduced and the
velocity “of: deposits cannot be

further. appreciably increased,  a.

policy. of "active credit restraint
begins .to. take effect, . Business
activity begins to decline, unem-
ployment rises, and profits de-
crease... .. "o Aoy
~However, during the recent re-
cession, wages' continued to rise
:In.spite -of .declining 'business ac-
tivity and growing unemployment,
wholesale-prices failed to decrease,

-and the- cost: -of living, -owing to:
;the -constant rise. in costs .of serv-

ices, actually-increased. Obviously,
,therefore, the recession did ‘not
-cure the-basic maladjustments-in
:lhe  economy. 'Both political par-
;ties were unwilling to permit even
.a"modest. deflation . and- favored

rmassive federal intervention in the -

-economy. Hence, should the wage-
brice spiral again be renewed, it
will' start from a high level of

~prices 2nd wages- and . invariably
lead within a relatively short time -

to a sharp decline in business ac-
tivity: In‘other words, the country
will “witness a repetition of the
.economie: developments that took
place. during.1957-58, -perhaps. in
a'much moie severe form. ]

As- business activity again: de-
creases and unemployment rises,
the ' monetary authorities will
again take measures to prevent
the incipient recession from be-
coming a-sévere -depression. The
credit pclicies of the Reserve au-
thorities “will be reversed, the
availability of bank credit will be
increased, and the Federal Gov-
ernment will again operate with a
Jdarge deficit. ' The creation of new
excess reserves by the Reserve
authorities will enable the banks
to-acquire large amounts of gov-
ernment securities, thus increas-
ing ‘the money supply. The in-
crease in the federal deficit plus
the ‘cost-push factors will there-
fore within a relatively short time
create new inflationary fears; and
when these fedrs cause anticipa-
tory buying and hedging, we will
again have a steadily rising retail
price level. It is thus clear that if no
positive measures are taken to re-
move the inflation psychology that
is growdng. in this country, creep-
ing inflation*will make the econ-
omy. highly volatile, and the busi-
ness - swing will become ' more
pronounced.

It the  powers of the Reserve

-authorities should be curbed by

congressional action, the most im-

. portant weapon. for fighting in-

{lation would be dulled. Monetary
discipline’. would disappear,  and
-creeping inflation could - easily
turn into-galloping inflation,
which, as experience has amply
proven, invariably leads to a sharp
break- later on, In either event,
the consequences are undesirable
and they could become disastrous.

International Consequences of
Creeping Inflation .

Creeping inflation is also bound
to cause serious international fi-
‘nancial complications. The return
to limited convertibility by the
‘leading, countries of Western Eu-
rope impose on their governments
-and central banks the necessity to
maintain fiscal and monetary dis-
cipline. Otherwise, internal im-
balances would soon develop again
which might make it impossible
for them to maintain the converti-
bility of their currencies. If, under
‘these circumstances, the U.-S. ac-
cepts creeping inflation as a way
of life, the consequences could be
as follows:

(1) The U. S. would gradually
price itself out of world markets,‘

and its exports would decrease.'

In this. connection, it should be
noted that the productive capacity
of the -free countries abroad has
increased materially and that the

ronicle

leading industrial nations are op-
erating on.a mass production basis
and - utilizing the- most modern
equipment. Moreover, labor costs

.in the other free world industrial

countries ‘are  substantially lower
than in the U. S.

(2) Imports into the U. S. par-
ticularly -of manufactured goods,
would tend. to increase rapidly.
The U, ‘S. would not-be ‘in a posi-
tion ‘to raise:tariffs or ‘to' impose
import-quotas because this would
drive the Free World to trade more
and more with countries behind the

Iron: Curtain, which obviously is:
‘not in the ‘economic and
.interests .of the U, S.

political

“(38) . Under" such . circumstances,

‘the current balance of payment of
the U. S. would ‘turn unfavorable."
“Such a' trend, together with a con-
‘tinued :budget ‘deficit in the U. S.,

could lead to-a loss of confidence

‘in‘the dollar ‘and result in a large

withdrawal “of ‘foreign short ‘term
funds and a substantial outflow of
gold. - T

At this point, the U. S. would be

-confronted with a serious dilemma.
-Unless it instituted strict exchange

control, which' is opposed to our
tradition, it would be forced either
to adoptdrastic fiscal and mone-
tary discipline or to devalue the
dollar in order to make American

‘goods” competitive at home and
abroad. Drastic deflationary meas-

ures would lead to a sharp re-
duction in business activity and a
considerable increase in unem-
ployment. - Devaluation of the dol-
lar would be a blow to the eco-
nomic and political prestige of this

country. Furthermore, devalua-
tion would be of no lasting value

unless it were accompanied by ap-
propriate fiscal and  monetary
measures. . Devaluation-is only a

temporary cure; unless its- basic

causes are removed, it leads only

‘to further - devaluation - later on.

Ultimately, the time comes when a
nation has to face the hard facts
and act accordingly. This has been

.conclusively . demonstrated by, the .
recent developments in France.

Conclusion
Creeping inflation is morally
wrong and economically unsound.
If combated by the Federal Gov-
ernment and the monetary au-
thorities, it can be only a tem-

_porary phenomenon. If, however,

it is abetted by the Federal Gov-
ernment. by adoption of unsound
tiscal policies, and by the Reserve

-authorities by providing the banks

with additional reserves to supply

the credit needed to support the-

constantly rising cost of goods and
services, it could' theoretically

continue for an indefinite time,

-Creeping inflation = is morally

wrong for it robs the thrifty and

the old people who live on pen-
sions and social security of the
{ruits of their labor in the form of
savings and other monetary claims.
It constitutes an invisible tax on
the weakest segments of the popu-
lation. -If permitted to continue, it
could lead to serious social, po-

litical, and economic changes, as

was witnessed in so many coun-
tries after both- World Wars.

‘Creeping inflation is economically

unsound, for eventually it leads
to an unstable economy, rising un-
employment, and highly volatile
security markets.

-If the forces of inflation should
reassert themselves later on in the
year, when industry may be op-
erating at or near capacity and
employment is satisfactory, they
would create an increased demand

for credit and cause the Reserve

authorities to adopt a policy of ac-
tive credit restraint. This would
reduce the availability of credit
and cause money rates to rise
sharply. This would soon lead to
a curtailment of home building
and publié works construction. It
would also bring to an end the ac-
cumulation of inventories and
cause curtailment of capitalex-
penditures by corporations. Ex-

‘perience of the past has fully de-

monstrated that a policy of active
credit restraint, if persistently

pursued, can bring any boom to an

‘end, no matter how strong the

inflationary forces may be. The
result would be a decline in busi-
ness activity, rising unemploy-
ment, and reduced profits. Both
employer and employee would
suffer,

There is, however, the danger
that government intervention, in

‘order to prevent a readjustment

from degenerating into a reces-
sion, might prevent correction of
the basic economic maladjust-
ments, In that case, as was dem-
onstrated during 1957-58, prices
and wages would continue to rise,
though at a slower rate, regard-
less of business activity and em-
ployment - conditions. ' The . infla-
tionary pressures would not be re-
moved but merely retarded, and

‘thus the foundation would be laid

for - another cyclical -swing of
greater magnitude than the pre-
ceding one. Such a policy renders
tne economy highly volatile and
causes violent fluctuations in the

‘bond and equity markets.

If not checked in time, creeping
inflation could cause a serious im=
pairment of confidence in the dol-
lar, particularly if the other in-
dustrial nations of the Free World
were to reject an economic policy
of constantly rising- wages and
prices. The recent action of the
leading European countries in re-
storing convertibility of their cur-
rencies and the policy of austerity
adopted by France indicate that
many European nations are
strongly opposed to creeping in-
flation. © To maintain' converti-
bility, they will: be forced to
practice fiscal and monetary disci-
pline to prevent internal imbal-
ances which could adversely affect
their balance of payments.

If wages and prices in the U. S.
continue to rise, and during each
period of business decline the Fed-
eral- Government operates with
large deficits, exports from this
country will decrease and imports

will Fise. In time*this will ad-
versely affect business activity and
employment and the international
financial position of the country.
It will lead to a loss of confidence
in the dollar and to a withdrawal
of foreign short-term dollar as-
sets and a large-scale outflow of
gold. The U, S. will thus be con-
fronted with the choice of either
adopting a policy of drastic fiscal
and monetary restraint, regardless
of its impact on business activity
and employment, or devaluing the
dollar in order to restore the in-
ternational competitive position of
American goods. Either measure
is highly undesirable and would
constitute the most serious defeat
of the U, S. in the cold war,

Seeks No Surrender Policy

It may be expected that neither
the Federal .Government nor the
Reserve authorities will ‘acquiesce
to a policy of creeping inflation
and that as soon as ‘the forces
of inflation reassert themselves,
monetary and fiscal discipline will
be adopted to combat them. These
measures will lead to higher
money rates and declining bond
prices, which in time are bound
to affect business activity and
equity prices. When the forces of
inflation recede, a reversal in in-
terest rates and bond prices will
take place. These fluctuations in
prices of bonds and equities make
the work of a trust investmemnt
officer extremely difficult.

So long as there is strong oppo-
sition to inflation on the part of
the government and the monetary
authorities, both bonds and stocks
have a place in every trust port-
folio. But the timing of purchase
and sales of the various types of
securities will become more and
more important. If, however, it
should become evident in the not
distant future that the inflation
bias remains unshaken and that

the political leaders have adopted

creeping inflation as a way of life,
which is inconceivable, then bonds
of any kind, irrespective of qual-
ity and tax status, would have no

R
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place in any partfolio.. While the «
principal and income in -dollars ¢
would be safe, the decline in the
purchasing power of the principal
would more than nullify the accu-
mulated income,

It is inconceivable that the U. S. §
will adopt creeping inflation as a -
way of life. The Reserve authori~
ties have already -stated in.un-
mistakable “terms that they will
oppose it. The State of the Union -
and the Budget Messages state in
unmistaken - terms “the .opposition
of the Administration to inflation. .
Without official acquiescence and
assistance, creeping inflation will
prove to be a temporary phenome- .
non. The rapid fluctuations .in
business activity, employment, and
profits will ‘soon convince Jabor
leaders and business management
that -inflation- harms: most -people
and benefits only .few. 'The -eco-

‘nomic facts of life are not always
‘readily and fully understood; but

once the lesson has-been learned
and the hard facts driven “home,
there will be a-general rexulsion
against the constant decline in the
purchasing power ‘of 'the' dollar,

$60 Million Issue of
New York State Bonds
Offered to Investors

The First National ‘City Bank
of New York and Lehman Brothers
are joint. managers .0of a merged
underwriting syndicate whieh won
award Feb. 18 of $60,000,000 State
of New York 'Various .Purpose -
Bonds consisting of $24,000,000 of
3% Highway Construction ‘Bonds,
due March- 15, 1960 to 1979, in-
clusive; $18,000,000 of 3% Higher
Education' Bonds, due March .15,
1960 to 1979, inclusive, and $18,-
000,000 of 2.90% Mental Health
Construction Bonds, due March
15, 1960 to 1974, inclusive.

The group submitted a -bid of
100.4965 -for the bonds ‘as 3s and .
290s, ‘a  net interest- cost of-
2.9244% to the State,

On reoffering, the 'bonds are
scaled ‘to yield from 1.70% to 3%,
according to maturity.

Other members of the offering
syndicate include:

Bankers. Trust Co.; J. P. Morgan
& Co. Inc.; Guaranty Trust.Co. of
New York; The First National
Bank of -Chicago; Harriman Rip-
ley & Co. Inc.; Smith, Barney &
Co.; The First Boston Corp.; Hal-
sey, Stuart & -Co. Inc.; Phelps, -
Fenn & .Co.; Glore, Forgan & Co.

Lazard Freres & Co:; Goldman,
Sachs & Co.; Eastman Dillon,
Union Securities & Co:; Drexel &
Co.; Continental 1llinois National
Bank & Trust Co. of .Chicago;
Wood, Struthers & Co,; .Paine.
Webber, Jackson & Curtis; F. S, .
Smithers & Co.; Lee ‘Higginson
Corp.; Dominick & Dominick.

Coffin & Burr Inc.; Wm., E. Pol-
lock & Co., Inc.; Roosevelt & Cross
Inc.; Robert Winthrop: & :Co.;
Hayden, Stone & Co.; Shearson,

.Hammill & Co.;-Clark, Dedge &

Co.; G. H. Walker & Co.; E. F,
Hutton & Co.; The Boatmen’s Na-
tional Bank of Saint Louis;Braun, :
Bosworth ‘& Co. Inc.

Grant, Fontaine Branch

RICHMOND, .Cal—Grant, Fon-
taine & Co. has opened :a branch
office at 3915 Maecdonald /Avenue
under the direction of Charles B..
Warren.

Cal-Pacific Branch

NEWHALL, Calif.—Cal-Pacific
Securities has opened a *branch
office at 24330 North San Fer-
pando Road.

Evans MacCormack Adds

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif—John E.’
Vanderbur is now with Evans

‘MacCormack & Co,, 453 South '

Spring Street, members .of the
Pacific Coast Stock Excharige,
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Investments for

Pension

And Profit-Sharing Trusts

back to the mid or late 1940s, they
would clearly reflect something in
the nature of a revolution in the
attitude toward the investment of
these funds. Whereas at one time
they were regarded as havens of
fixed-income investments, with
great emphasis on U. S. Govern-
ment bonds, they are now in many
quarters thought of as pools of
capital ideally suited to the ac-
cumulation of large proportions of
common stocks. As such they re-
ceive, somewhat mistakenly it
seems to me, credit (or blame) for
the recent sharp rise in.the gen-
eral level of stock prices. Persons
who should know better profess
$o0 worry about pension funds ul-
{imately controlling many of our
corporations, .

Those of us who are responsible
for the management of pension
funds would do well, it seems to
me, to remind ourselves and the
€eneral public of a few facts which
show how the reserves in these
funds fit into the institutional pic-
Lure. Corporate pension funds and
gublic (state and local) pension
funds together aggrcgate about
$37.5 billion at the present time;
this total can be compared with
$107 billion admitted assets in life
insurance companies, $37.8 billion
assets in mutual savings banks,
$54.8 billion in savings|and loan
associations, $62.8 billion| in time
deposits of commercial banks, and
$13.5 billion in open-end mutual
funds. The total reserves in corpo-
rate pension funds, which at mar-
ket values amount to around $24.5
PHillion, of which probably no more
than $9 billion are represented by
common stocks, may be compared
with the 1958 year-end market
value of $276 billion for all stocks
on the New York Stock Exchange.
1t is true that corporate pension
funds are growing at a faster rate
than many of the other institu-
tions, but they are a long way
$rom dominating the investment
anarkets. ¥

Reasons for Change

So much for analysis and per-
«€pective. It is much more impor-
{ant, it seems to me, to examine
4he fundamental reasons for the
ssignificant change in emphasis in
1he direction of equity rather than
{ixed-income investments. Where
~once they were generally regarded
&s.pools of capital suited primarily
for riskless or near-riskless in-
vestments, they now present a
definite challenge to the portfolio
manager to achieve superior in-
vestment results by being aggres-
sive, ingenious, and inventive.
Many factors have contributed to
4his evaluation,

Favorable Environment for
Investment

The long-term nature of pen-
-sion-fund reserves and the small
amount of near-term or demand
iiabilities in relation to the ac-
cumulated funds are a most im-
portant consideration. On the twin
assumption that we shall neither
adopt a socialistic system nor
destroy ourselves through a
quclear war, evidence abounds
that in the dynamic type of econ-
omy in the United States of the
late 1950s and which is foreseen
for the 1960s, there will continue
to be many opportunities for suc-
-«cessful investment in equities. The
degree of success will depend on
| the skill of the investor in select-
ing the best situations and the
Ppatience with which long-term
xesults are awaited. For many
Teasons, many investors cannot
i2ke a long-term viewpoint, but
pension funds are fortunately not
4n this category. Low initial divi-
dcend yields on stocks need not
be a bar to investment in situa-

tions in which sound investment
judgment indicates superior re-
sults over the longer term.
Absence of tax complications is
a further favorable factor. The
pension-fund-portfolio manager
may make his decisions without
reference to capital-gain-tax con-
siderations or without the problem
of providing a reasonable after-
tax income. Decisions can be
made purely from the standpoint

.of investment judgment.

The continued availability, over
a long period of time, of funds for
investment adds to the favorable
environment. With funds avail-
able for investment at approxi-
mately regular intervals, the port-
folio is built up, more or less of
necessity, on the dollar-averaging
principal, This means that in the
field of equity investments the
holdings can be acquired at prices
averaging less than the average
prices prevailing during the ac-
cumulation period. I do not infer
that: I advocate that portfolio
managers of pension funds ac-
quire stocks on a mechanical
dollar-averaging basis, nor do I
believe that a mechanical program
is, in fact, followed in many cases.
Superior results, I am confident,
will be achieved by varying the
pattern of the buying program as
investment judgment dictates.

Nevertheless, the availability of
funds in varying economic and
market climates, providing as it
does a more or less automatic
reserve of buying power, tends to
remove any necessity of attempt-
ing to time purchases. To one who,
like myself, is impressed with the
overriding importance of selection
rather than timing in achieving
superior investment results, this
built-in advantage is most impor-
tant, It takes the factor of guess-
work out of portfolio management.

am sure that many are
familiar with various studies that
have been made of dollar-averag-
ing programs. Even when a pro-
gram was started at a bad time,
such as 1929 or 1937, it took a
surprisingly few number of years
for the market value of the in-
vestment to become equal to the
cost value. Another important re-
sult shown by such studies is that
the time when the program is
commenced is of little significance
assuming that the program is con-
tinued. For example, programs
started in 1926, 1929, and 1932
each continued for 10 years,
achieved practically identical re-
sults at the end of the 10-year
period; and programs started in
1926, 1929, and 1932 and continued
through 1958 also had virtually
similar results by the end of last
year,

With this favorable environ-
ment arising from the long-term
nature of the funds, their con-
tinued growth, which provides an
opportunity to dollar-average, and
the absence of tax problems, the
portfolio manager faces the funda-
mental challenge: how to make
the reserves as productive as
possible, within the framework of
the type of investing implicit in
managing reserves set aside to pay
old-age benefits to the workers
and managers of America,

The Purpose of Pension Fund
Reserves

By far the greatest number of
pension plans are of the definite-
benefit type; variable annuity
plans are very much in the
minority. Because benefits under
such plans are stated in dollars,
the amount of which can be
actuarially determined, it can be

argued that fixed-income invest-,

ments are all that are required to
achieve the purposes of the re-
serves. In fact, until the late
1940s, such arguments were per-
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suasively made, and pension funds
were largely invested in bonds.
This -point of view, completely
understandable as it may be in
terms of rationality, overlooks
two most important considera-
tions: first, the undeniable fact
that the long-term record of the
United States economy shows a
persistent decline in the purchas-
ing power of the dollar, with
corresponding rises in living costs
and wage and salary scales; and,
secondly, the particularly favor-
able investment climate in which
pension funds find themselves,
upon which I have already com-
mented.

As to the first of these points—
the long-term inflationary trend
—some additional comments as to
the effect on pension plans are in
order. These can be summed up
by suggesting that the purpose of
pension reserves is not, realisti-
cally speaking, to provide funds
with which to pay pensions
according to a definite - benefit
formula but to provide  funds
with which to pay pensions that
are adequate in terms of living
costs and salary and wage scales.
This does not mean that I am
advocating variable pensions; I
am merely saying that, viewed
realistically, pension scales are
going to be revised upward from
time to time to make them ade-
quate, and adequacy is going to be
measured in terms of any future
upward rises in living costs and
wages and salaries. Viewed in'this
manner, and bearing in mind that
a relatively modest increase in
investment return can have a
significant effect on pension costs,
the challenge to the manager of
pension-fund portfolios becomes
apparent: His task is fo manage
the reserves so that the costs of
providing benefits, which must be
assumed to be in an ascending
scale, may be minimized. The
challenge is comparable to that
before American industry: to re-
duce costs and to improve the
product. |

Management’s Practical Test

With this assignment, what is
the practical task of the portfolio
manager? It is to manage the
funds to achieve the best invest-
ment return, consistent, of course,
with the purposes for which the
reserves are created. These pur-
poses, it seems clear, preclude
speculative and untried ventures.
They do not, however, prevent the
manager from adopting and carry-
ing out an aggressive investment
policy and program, and enable
him to take full advantage of the
exercising of his best judgment
as to what constitute rewarding
investments in a dynamic econ-
omy. If in the exercise of that
investment judgment, substantial
amounts of common stocks seen
indicated, they can and should be
purchased. If the best values seem
to be in industries and companies
in which initial dividend returns
are small, primarily because the
prospects are so favorable that
managements prudently reinvest a
substantial portion of earnings in
the business, the ‘low return
should not be a deterrent to pur-
chase because of the long-term
nature of the investment. I be-
‘lieve that the key to successful
investment in common stocks is
through the industry approach—
by selection of industries which
have the best prospects and choice
of companies within those indus-
tries with. managements skillful
encugh to capitalize on their op-
portunities.

6.6% Loss of Principal

To be moie specific, since even
moderate inflation seriously erodes
the return afforded by fixed-in-
come investments, the trend to-
ward an increasing use of stocks
seems likely to continue as long
as pension-fund trustees find good
values-in equities which, in their
opinion, will achieve more favor-
able results for.the funds than
fixed-income investments. The
erosion of bond yields in terms of

constant dollars is shown by a
study which traces the history of
a 20-year Aa bond bought in 1938
to yield 3.30%. Using the Bureau
of Labor Statistics Consumers
Price Index as a guide to-the pur-
chasing power of the dollar, the
study. shows that when the semi-
annual interest payments and the
1958 maturity value are converted
back to 1938 dollars, the result is
no yield at all and a loss of 6.6%
of the principal. The proportion
of stocks in individual funds will
vary, being influenced by the in-
dustry in which the company
operates and the circumstances of
the particular company. Pensions
are so important in our economic
framework that the investment
policy for an individual company's
fund can be established properly
only in relation to the company’s
over-all program . and _circum-
stances.

Fixed-Income Investments

It is my opinion, therefore, that
we shall continue to see increasing
emphasis on. common stocks. I
also believe that the trends which
have bheen in evidence in: the
fixed-income segment of the port-
folio will continue. Basically, the
trend has been away from. em-
phasis on minimizing credit risks
(with the consequent sacrifice of
something in yield) to a program
of improving yields. The shift
from , government to corporate
honds, is only the most obvious
step in this. direction. In the cor-
porate field, there has been more
and more emphasis on direct
placements rather than public of-
ferings, which has tended to bol-

.ster the yield. While on the subject

of yields on corporate bonds, I
should like to mention the im-
portance of non-refundable and
non-callable provisions to a pen-
sion-fund trustee. While it is un-
doubtedly unlikely that we shall
return in the foreseeable future to
an era of artificially low money
rates, experience of the past five
or six years clearly demonstrates
the extreme volatility of long-
term yields, and the sensitivity of
the long-term bond market to
changes in official policy, busi-
ness prospects, and volume of new
financing. Under such circum-
stances, the risks of having high-
coupon bonds refunded in periods
of Jower rates are stiil present.
The assignment of the pension-
fund trustee is to achieve the best
rate of return in the light of ex-
isting circumstances. Because of
the long-term nature of pension
funds, the trustee is willing to
lend money on a long-term basis to
companies whose credit deserves
this accommodation. In times of
relatively high rates, it is the
trustee’s assignment and duty to
nail these rates down for as long
a period as possible. This is not
accomplished when a corporation
can quickly turn a long-term in-
vestment into a short-term one
by exercising its privilege to call
an issue for the purpose of re-
funding at a lower rate. One fea-
ture that makes U. S. Government
bonds attractive is that they are
generally non-callable, or callable
only a few years before maturity.
Pension-fund trustees, as a class,
could do well to give more atten-
tion to this problem.

Other trends in fixed-income
investments are toward a greater
use of mortgages and real estate,
particularly sales-and-leasebacks.
Again, the objective is to obtain
a higher yield. Both types of in-
vestments present administrative
problems, but slowly—but none-
theless, surely — progress is being
made toward reducing the costs
of handling small mortgages and
toward clearing up some of the
legal problems involved in the
ownership of real estate. At the
same time, much still needs to be
done, State laws and practices in
many instances act as barriers to
the flow of pension funds into
mortgage and real estate invest-
ments. This is a handicap to the
investment of pension funds and

deprives individual states of the
ability to attract pension-fund
moneys into their borders.
Sales-and-leasebacks are attrac-
tive not only for the satisfactory
initial return but also for the ulti-
mate ownership of - the equity
without a lease. As . indicated
earlier, pension-fund trustees can
afford to be patient; and while
the rewards inay not be reaped
during the term of the present
generation of portfolio managers,
their successois may well in many
instances have. occasion to con-
gratulate them, in. absentia, on
their investment acumen. Similar .
opportunities to obtain an ultimate
equity exist. in. corporate obliga-
tions, both publicly. offered con~
vertible issues -and  direct place-
ments with an equity. feature.
-It is hot surprising; in a period
of rising interest:rates, that ‘pre-
ferred stocks have been of declin~
ing  importance in pension-fund -
portfolios. - Certainly -those: pur-
chased at times: of ‘appreciably
lower rates are now.something of
a- problem,. because- there seems
little likelihood of salvaging'the
entire amount of the original in-
vestment, which ‘the market now
values at eonsiderably lower lev-
els. -It' seems apparent that pen- ,
sion-fund trustees have generally
concluded - that ' the :absence- of- a
maturity makes preferreds - gen-
erally unattractive and that their
use should be ‘restricted  princi-
pally .-to: convertible -issues: and
those with sinking funds. This is
not to say that if purchases can
be confined, on a time basis, to
periods -of high rates, they may
not work. out reasonably satisfac-
torily; but many trustees, with
good reason, prefer- when they
abandon investments with a fixed
maturity, to go all the way into
commons rather than invest in
preferreds. 3

Profit-Sharing. Funds *

My assigned topic includes the
investment of profit-sharing as
well as pension funds.. There are
many variations in the way dif-
ferent profit-sharing plans: pay
benefits to participants, which re-
sults in a great variance in . the
investment policies adopted for
them. The simplest kind are plans
of the retirement type where ben-
efits are paid only on retirement
or on prior termination of employ-
ment because of death or separa-
tion from service. It can be ar-
gued that funds of this type are,
like pension funds, long ~term
pools of capital which afford an
ideal vehicle for the accumula-
tion of large amounts of stocks.
The difficulty is that benefits are
related to market values at speci-
fied dates so that the market risks
are taken by the participant em-
ployees, as contrasted with pen-
sion funds where, in the usual
case, the risks are really taken by
the employer. Furthermore, the
composition of the participants is
heterogeneous, varying from per-
sons with a high degree of sophis-~
tication in investment matters to
those with no knowledge at all,
and from individuals who are ap-
proaching the age at which their
benefits will be drawn down ;to
those  who are looking forward
to a long period of service with
the company and a long period
in which to accumulate stocks in
the profit-sharing trust on a basis
that is free of tax considerations
until payment of benefits is actu-
ally made. Management attitudes
toward the funds vary also. Fur-
thermore, profit - sharing funds
have been established by compa-
nies with a high degree of earn-
ings stability in which continuity
of regular contributions can be as-
sumed, as well as by companies
in cyclical industries where there
may be years in which no contri-
butions are made. All- of , these
factors. naturally . enter into. the
development of individual invest-
ment programs for profit-sharing
trusts. As a result, it is my obser-
vation that not only is there con-
siderable variation in the policies
for individual funds but also that

¢
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there tends to be somewhat less
emphasis on stocks than in pen-
sion-fund portfolios. A technique
for eliminating some of the prob-
lems to which I have referred is
‘to give participants a choice of
several avenues of investment,

This has been used to a-limited "

‘extent . and may be more widely
‘adopted in the future.

So far:I have confined my re-
marks to the-broad principles in-
fluencing the manner in which
pension and- profit-sharing trusts
are invested. A few remarks on
the impact of pension funds on
the capital markets are in order.
Using estimated figures for 1958,
“net purchases of corporate bonds
for-the last five years by corpo-
rate pension funds covered by the
SEC study aggregated $6.7 billion,
which is 24.9% of total net addi-
tions to outstanding corporate
bonds in this five-year period. In
the same five years, net acquisi-
‘tion of common stocks by corpo-
rate pension' funds amounted- to
$4.5 billion, which is 42.5% of net
new issues of common stock dur-
ing the period. Despite their rel-
atively late ‘appearance upon the
financial - institution scene and
:their comparatively modest size
in' relation to other financial in-
stitutions, corporate pension funds
obviously play an important role
in the field of corporation finance,
particularly in the equity markets.
It was not too long ago that econ-
omists were concerned, and right-
fully so, with the shortage of
equity -capital. With the current
realization of the importance of
equity securities in pension-fund
portfolios, this shortage is being
supplied in an impressive manner
—t0 the benefit of both the gen-
eral economy and the individual
corporations whose pension funds
supply the demand for equity
securities.

Conclusion

It would obviously take much
longer to explore all the facets of
this investment field. I can sum
up my point of view rather sim-
ply. Right after the war, a junior
bank officer was assigned to pen-
sion-fund investing. An, associate
advised- him not to accept the as-
signment because, he said, “You
will spend all your  time just
studying possible swaps of gov-
ernment‘bonds.” Not long ago, a
friend of mine in a bank in the
Midwest observed to me that pen-
sion funds could obviously use
common stocks in as large, if not
larger, proportions, than any trust
fund—a point of view with which
I wholeheartedly agree. -These
two remarks—separated in time
by the short period of 13 years—
illustrate, I am sure, better than
all my previous remarks the revo-
lution in the approach to invest-
ing pension funds. Those of us
who make a profession and career
in this field face the future with
the knowledge that the opportuni-
ties for successful performance
abound,, and -that the extent to
which the- challenge is met de-
pends largely upon the skill and
diligence- which -we bring to our
task. There need be no real limi-
tations other than those of our
own making.

George Harris Forms Co.
(Special to THE FINANCIAL CHRONICLE)

DENVER, Colo. — George R.
Harris has formed G. R. Harris &
"Co. with offices in the First Na-
tional Bank Building to engage in
a securities business. Mr., Harris
is president of the new company.
He was formerly with Garrett-
Bromfield & Co.

" Now With Walston Co.

(Speolal to THE FINANCIAL CHRONICLE)
“"MODESTO, Calif.— William H,
Newell has become connected with
Walston & Co., Inc., 1028 Eleventh
Street.

_Michael Welter Opens

.BEAVER FALLS, Pa.—Michael
Welter is engaging in a securities
business from offices at Mounted
Route 16.

Continued from page 16 -

Private Electricity’s Outlook
In the United States

installed and to be installed for
the four years 1958-1961 by the
U. S. electric industry.

The total installed capacity in
the USSR as reported by the
Soviet Power Ministry was 48.3
million kw at the end of 1957.
During the four years, 1958, 1959,
1960 and 1961, the United States
will have installed a total of more
than 50 million kw of new ca-
pacity. :

Premier Khrushchev announced
last November that the Soviet
Government expects annual Rus-
sian output of electric power to
reach 500 to 520 billion kwhr in
1965. By the same year United
States output is expected to reach
1% trillion kwhr annually. In con-
sidering a comparison of this kind,
it should be recognized that the
Russians have. a history of con-
sistency in failing to reach goals
such as they have set in electric
power, while in the U. S. the elec-
tric - industry has  a long-estab-

lished record of making -carefully; o nment-financed power projects

considered  predictions “and “then. «Federal, municipal, REA’s and

exceeding them ‘in’ actual growth.

In electric generating capacity,
the Soviet Union has announced
plans for adding 60 million kw by
1965. The total to be reached by
that year would be 108 million kw
for Russia, if their expectations
are met, This compares with an
estimated 250 million kw which
the United States will have in-
stalled by 1965.

The Soviet Union plans to add
an average of about 7% million
kw of capacity.a year to 1965.
During the same period the United
States will be adding an average
of over 14 million kw annually,

Total electric sales per cépita in
the U. S. in 1957 were four times
those of the USSR.

In 1957 the United States gener-
ated about 4,180 kwhr of electric~
ity per capita. Russian per capita
production in the same year was
1,045 kwhr. Soviet output per
capita now is about where the
United States was in 1938—some
20 years behind. The chart shows
the striking comparison in this
trend since 1940.

1 have presented a lot of facts
and figures, but I can think of no
more convincing way to point out
that the electric industry, in con-
tinuing to meet the needs of the
American people, will continue its
world leadership in electric power
supply.

The Present Job

As I view the electric industry
—and the opinion surveys confirm
this observation — the investor-
owned companies in America are
doing an outstanding job of plan-
ning, building and operating all
of the electric facilities necessary
to supply every customer. They
are doing an outstanding job of
giving those customers very re-
liable service at reasonable rates.
To that extent, our industry can
be proud of its accomplishments.

Ordinarily, one might think that
with these accomplishments, fu-
ture success is assured—but this
does not necessarily follow.

The Job We Are Not Doing

People “who have .studied the
situation are convinced that high
wages, good working conditions
and a high standard of living come
from private ownership of busi~-
ness and from the type of govern-
ment we have in the United States.
They are convinced that Govern-
ment ownership of business such
as exists in Russia, in East Ger-
many, and in other Iron Curtain
countries, results in what we
would call poverty and a very low
standard of living. K

In spite of this, in the electric

utility industry we are faced with
the following past history:

Government-Owned and
Cooperative Generating Capacity
Year

We are faced with the fact that
a-very recent study completed by
the Institute.shows that 299% of
the- investment in the United
States in electric properties ' is
Government money, and that this
29% is paying only 2% of the
total taxes being paid on electric
properties and as a result of elec-
tric operations.

In simple figures, the investor-
owned companies in 1958 paid $2
billion in taxes, or 5% of the $40
billion which those companies
have invested in plant and equip-
ment.

In fiscal 1956, the latest year for
which figures are available, Gov-

PUD’s—paid $44 million in taxes,
or ¥3 of 1% of the nearly $13 bil-
lion invested in their facilities.

If Government-sponsored power
properties paid 5% of their in-
vestment, they would pay $705
million instead of $44 million.

In other words, the tax loss as
a result of Government-supported
power projecis instead of those
facilities being investor-owned, is
no less than $661 million per year.

The job that the electric utility
industry is nct doing is that of
explaining to the people of.Amer-
ica that Government ownership is
not healthy for the people—that
Government ownership of one
business leads to Government
ownership of other businesses—
that Government ownership leads
to less freedom and a lower stand-
ard of living,

We have not succeeded in con-
vincing other American industry
that nationalization of the electric
industry will ultimately lead to
nationalization of other industry,
that nationalization of other in-
dustry will lead to Government
controls and economic- influence
which can have a vital effect on
the economy of other American
business. ‘

The investor-owned electric in-
dustry has its Electric Companies
Advertising Program, its Public
Information Program, its Edison
Electric Institute, and each com-
pany has its own individual pro-
gram, But obviously all of this is
not enough—it is not doing the
job.

We are endeavoring to develop
further programs which may well
be of inestimable benefit to the
future prosperity of America.
Nevertheless, ceaseless agitation
and a constant series of maneu-
vers are conducted in some quar-
ters to push Government further
and further into the power busi-
ness.

Here, for example, is another
development on the Government
competition front which could
have consequences reaching far
beyond the electric companies.

Taxation and Electric Company
Advertising

This first came to light just a
year ago when Senator Estes
Kefauver made public a letter
from Russel C. Harrington, then
Commissioner of Internal Rev-
enue, in which he advised the
Senator that the advertisements
of “America’s Independent Elec-
tric Light and Power Companies”
had been studied and that the
contributions paid by the particu-
lar companies for the advertise-
ments do not constitute allowable

deductions for income tax pur-
poses.

In August the Federal Power
Commission followed up with an
order questioning the accounting
treatment which 76 electric com-
panies had given to the costs of
nine of the 1957 ads.

Now ‘it is interesting that the
Electric Companies Advertising
Program had been operated by a
group of companies with N. W.
Ayer, Inc, as its advertising
agency for some 16 years, without
any question of its propriety as
an operating expense being raised
until last year.

It is also interesting that while
Senator Kefauver-and others have
called thesc ads “political propa-
ganda, pure and simple,” they
have not refuted the truth of the
statements on tax advantages and
other aspects of Government
power which the-ads have at-
tempted {o call to the =aitention
of the American people.

Iearings Before FPC and IRS

The electrie companies have not
taken lightly this effort to curtail
their endeavors ‘to inform the
public.” At this time, the case is
being argued vigorously before
tlye Federal Power Commission by
counsel for the companies in-
volved, both on an over-all and

an individual basis. It is expected. :

that there will be hearings before
the Internal Revenue Service in
the not-too-far-distant future.

Rather than go into the in-
volved legal considerations and
procedures now in progress, I
would like to quote briefly from
an offer of proof put before the
FPC on Jan. 6 by A. J. G. Priest,
representing 66 electric companies.

He said in part that they ex-
pected to prove through compe-
tent witnesses “that every existing
investor-owned company is threat-
ened by activities of government
power; that the managements of
such companies have the obliga-
tion (a) to explain and advance
their competitive position among
present and prospective security
holders, customers and employees;
and (b) to answer the vilification
to which they are subjected by
government power advocates, thus
preserving the integrity and good
name of the enterprise; that this
obligation, and hence the compa-
nies’ business interests are served
by the ECAP advertising . . .”

Also detailed testimony will
show ‘that government power has
been propagandized through vari-
ous techniques, including adver-
tising, the use of publicity arising
out of created events, the distri-
bution of pamphlets and many
other means and that such propa-
gandizing has been paid for with
tax dollars and tax-exempt
dollars.”

Obligation to Meet Government
Competition "

Further, competent, witnesses
are expected to prove that “it is
a basic obligation of the manage-
ment of investor-cwned . utilities
to meet the competition of Gov-
ernment power; that advertising
is the most commonly accepted
means of meeting any such com-
petition; that simply because the
competitor is the Government or
one of its agencies or instrumen-
talities does not render advertis-
ing any less ordinary, acceptable,
desirable or necessary.”

We of the investor-owned elec-
tric industry feel very strongly
about this situation. Here we have
agencies of Government sitting in
apparent judgment on what the
content of advertising shall be, if
it is not to be subject to a taxa-
tion penalty. More than that, we
see agencies of Government mak-
ing this determination in such a
way that it will favor other gov-
ernmental activities competing
with legitimate investor-owned
businesses seeking to meet that
competition, :

(901) 37 -

_Step-Up in Government Power
Publicity

There are those, particularly
among our competitors in the
Government power business, who
seek to minimize the importance
of this issue. At the same .time,
they are in the process of stepping”
up their own campaigns of pub-
licity, advertising, and informa-
tion—the expenses of which wilk .
be met by their customers and the
taxpayers. :

Right now, this may appear to
be a cloud no bigger than a man’s
hand—but the implications which
it carries for freedom of speech,
of the press, and, indeed, for ali
of our freedoms are serious. Judg-
ing from the editorials and com-
ment in many aof the nation’s
newspapers and periodicals which
we have- seen over the last year,
we are not alone in our concern.

The electric companies are not
alone in facing penalties for cer-
tain statements. The Association
of American Physicians and Sur-
geons, an organization composed
of outstanding medical men, has

.also been faced with an Internal

Revenue Service interpretation of
material which it has developed
in an endeavor to compete with
socialized medicine. Commissioner
Harrington wrote: “Opposing So-
cialization of the medical or other
ségment of ‘the economy or sup-
‘porting the principles of individ-
ual liberty and freedom of indi-
viduals in the medical profession
or elsewhere, the dissemination of
information on the advantages of
our American free enterprisé sys-
tem, or support of the principles
enunciated in the Constitution or
Bill of Rights, are not, in our opin-
ion, per se educational functions
or objectives . . . and you are not
entitled to exemptign from Fed-

" eral income tax . .

I think this is a matter of con-
cern not only to the industry and
all communications media, but to
all Americans, carrying a most
disturbing significance for the
future.

The investor-owned electric
companies, in facing their compe-
tition and in their expansion plans
for the future, are expressing their
confidence in the people of the
United States and the nation’s
economic system. We firmly be=
lieve that the course we are fol-
lowing is in the best interest of
every American,

Louis Nicoud, et al.,

Join Paine, Webber Firm

(Speeial t0 THE PINANCIAL CHRONICLE)

LOS ANGELES, Calif. - Louis
Nicoud, Jr.,, Curtis H. Baer,
Thomas J. Brant, Jr., Robert K,
Connolly, Stevens Manning, Jr.,
John T. Smead and Richard W,
Stevenson have become associated
with Paine, Webber, Jackson &
Curtis, 626 South Spring Street,
Mr. Nicoud was formerly Los
Angeles representative for Eaton
& Howard, Incorporated.

Donahue President of

Income Foundation Fund

PITTSBURGH, Pa. — John F,
Donahue has been elected Presi-
dent of Income Foundation Fund.

Mr. Donahue, a member of the
board of trustees and formerly
Vice-President, succeeds David W,
Barton who had the dual role of
president and chairman of trus-
tees. Mr. Barton continues in the
latter office.

Oscar Kraft Adds

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—Walter
E. Partridge has been added to
the staff of Oscar F. Kraft & Co.,
530 West Sixth Street. He was

formerly with Morgan & Co.

Joins Merrill Lynch

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif. — John
T. Taylor Jr., is now affiliated
with Merrill Lynch, Pierce, Fen=
ner & Smith Incorporated, 523
West Sixth Street.
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Securities Now

Acme 0Oil Corp., Wichita, Kan.
Feb, 4 (letter of notification) 95,830 shares of common
. stock (par $1). Price—$1.50 per share. Proceeds—For
development of oil and gas properties. Office—Orpheum
Bldg., Wichita, Kan. Underwriter—Lathrop, Herrick &
Smith, Inc., Wichita, Kan. *

Advanced Research Associates, Inc.
Dec. 1 filed 400,000 shares of common stock (par five
cents). Price—$6 per share. Proceeds—For research and
development program; and for equipment and ‘working
capital. Office — 4130 Howard Ave., Kensington, Md.
Underwriters — Wesley Zaugg & Co., Kensington, Md.,
and Williams, Widmayer Inc,, Washington, D, C, Offer-
ing—Expected in January."

Alaska Juneau Gold Mining Co.
Dec. 29 filed 640,660 outstanding shares of common
stock, of wHich 300,000 shares are to be offered cur-
rently and the remaining 340,660 shares in the future.
Price—To be supplied by amendment. - Proceeds—To
selling stockholders. Office—6327 Santa Monica- Boule-
vard, Los Angeles, Calif. Underwriter—Lester, Ryons
& Co., Los Angeles, Calif. No public offering expected.
® Algom Uranium Mines Ltd.
Jan. 15 filed 822,010 shares of common stock being issu-
able upon the exercise of outstanding stock purchase
warrants of the company which entitle the holders to
purchase common shares at $11 (Canadian) per share
at any time to and including March 2, 1959. Proceeds—
To be used for general corporate purposes and may be
applied to the redemption or repurchase of the com-
pany’s mortgage debentures. Office — 335 Bay St., To-
ronto; Canada. Underwrite — None, Statement effective
Feb. 12.

Allied Publishers, Inc., Portland, Ore.
Nov. 28 (letter of notification) 22,000 shares of common
stock (par $1). Price—$8.50 per share. Proceeds—For
general corporate purposes, Office—665 S, Ankeny St.
Portland 14, Ore. Underwriter—First Pacific Investment
Corp:, Portland, Ore.

® All-State Properties Inc. :

Dec. 29 filed 985,734 shares of capital stock (par $1), o

which 685,734 shares are being offered for subscription
by stockholders at the rate of 12 new shares for each
share held as of Feb. 10, 1959; rights to expire on Feb.
25, 1959. The remaining 300,000 shares were offered
publicly. Price—$2 per share. Proceeds—For additional
working capital and new acquisition, etc. Office — 30
Verbena Avenue, Floral Park, N, Y. Underwriters—For
public offering only: Alkow & Co., Inc.; Hardy & Co.;
John H. Kaplan & Co.; Levien, Greenwald & Co.; and
Schrijver & Co.; all of New York,

American Asiatic Oil Corp.
Now. 24 filed 100,000,000 shares of capital stock. Price—
Two cents per share. Proceeds—To selling stockholders.
Office—Magsaysay Building, San Luis, Ermita, Manila,
- Republie of Philippines. Underwriter — Gaberman &
Hagedorn, Inc., Manila, Republic of Philippines,

American Buyers Credit Co.

Nov. 13 filed 5,000,000 shares of common stock, of which
4,545,455 shares-of this stock are to be offered for public
sale at $1.75. per share. [Shares have beenissued or are
Issuable under agreements with various policy holders
in American Buyers Life Insurance Co, and American
Life Assurance Co. (both of Phoenix) permitting them
to purchase stock at $1.25 per share, Sales personnel
have. been given the right to purchase stock at $1.25
per share up to the amount of commission they receive
on stock sales made by them.] Proceeds—For the opesa-
tion of other branch offices, both in Arizona and in other
states. Office—2001 East Reosevelt, Phoenix, Ariz. Un-
derwriter—None,

American Enterprise Fund, Inc., New York
Oct. 30 filed 487,897 shares of common stock. Price—At
market. Proceeds—For investment, Distributor—Ed-
ward A. Viner & Co., Inc., New York.

% American Fidelity Life Insurance Co.,

- Pensacola, Fla.

Feb. 18 filed 280,000 shares of common stock. Price—To
be supplied by amendment. Proceeds—Working capital
for expansion purposes. Underwriter — Alex. Brown &
Sons, and R. S. Dickson & Co., Inc.

Amerlqan Growth Fund, Inc., Denver, Colo.
Nov: 17 filed 1,000,000 shares of capital stock (par one
cent), Price—At market. Proeceeds—For investment.
Offiee—800 Security Building, Denver, Colo. Under-
writer—American Growth Fund.Sponsors, Inc., 800 Se-
curity Bldg., Denver 2, Colo. .

% American-Marietta Co.

Feb. 12 filed 3,500,000 shares of common stock (par $2)
and 67,310 shares of 5% cumulative preferred stock (par
$100). to'be used in connection with the acquisition. of
stocks: and: assets of other companies, of which 677,900
shares of common stock and 2,500 shares of preferred
stock: have already been issued.

Dee‘"l.;rllcs.s"; P;lﬁletgaglnvostment Co,, Inc.

. 17, s 490,000 shares of capital stock. Price.
—=810.20 per share. Proceeds — For investment in first
trust notes. second trust notes and' construction loans.

‘Company may develop shopping menters and build or.

purchase office buildings. Office—900 Woodward. Bld o

Washington. D. C. Underwriter—None. Sheldon Magg-

= du:et,_ml)l' Highland Drive, Silver Spring; Md., is Presi-
nt,
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in Registration

American Natural Gas Co. (2/26)
Jan. 29 filed 486,325 shares of common stock (par $25)
to be offered for subscription by common stockholders
of record Feb. 26, 1959, at the rate of one new share
for each 10 shares then held (with an oversubscription
privilege); rights to expire on March 12.. Price—To be
determined just prior to offering. Proeceeds—To be used
as the equity base for the financing of substantial ex-
pansion programs of system companies. Underwriter—
To be determined by competitive bidding. Probable bid-
ders: White, Weld & Co. and Drexel & Co..(jointly);
Blyth & Co., Inc.; The First Boston Corp. Bids—Expected

to be received up to 11 am..(EST) on Feb. 26 at 165

Broadway, New York 6, N. Y.
. ‘American Premier Insurance Co.
Feb. 2 (letter of notification) 9,000 shares.of capital
stock (par $16) to be offered for subscription by stock-
holders of record Feb. 4, 1959 at rate of 9/16ths of a
share for each. share-held. Price—$33 per share. Pro-
oceeds—For capital and. surplus' accounts,. Office — 15
North Broadway, Rochester, Minn, Underwriter—J, M.
Dain & Co., Inc., Minneapolis, Minn.

American Telemail Service, Inc..
Feb. 17, 1958, filed 375,000 shares of common stock (par
$1). Price—$4 per share. Proceeds—To purchase equip-
ment and supplies and for working capital and other

corporate purposes. Office—Salt Lake City, Utah. Un-

derwriter—Amos Treat & Co., Inc., of New  York,

Change in Name—Formerly United States Telemail

Service, Inc. Offering—Expected early in 1959. -

Armstrong Uranium Corp. 28y
Jan. 16 (letter of notification) 3,000,000 shares of com-
mon stock (par one cent). Price — 10 cents per share.
Proceeds—For mining expenses. Office—c/o0 Hepburn T.
Armstrong, Round Up Heights, Cheyenne, Wyo. Under-
writer—Bruno-Lencher, Inc., Pittsburgh, Pa.

Associated Bowling Centers, Inc. - . .
Nov. 24 filed 308,000 shares. of 20-cent ‘cumulative con-
vertibJe preferred stock (par one.cent) and-50,000 out-
standing shares of common stock (par one’cent).. The
oreferred shares are to be offered for public sale for the

acggunt of the company and .the' common shares will

be Offered for the account of a selling stockholder. Price
~To be supplied by amendment, Proceeds—To acquire
new bowling centers and increase working capital (part
‘0 be used in defraying cost of acquisition-of stock of
owner pof a Brooklyn (N.Y.) bowling center. Office—
135 Front St., N. Y. Underwriter — To be named by
amendment. Offering—Expected any day. -

Atlas Investment Co. I
Feb. 3 filed 50,000 shares of common voting stock (par
$10). Price —$25 per share. Proceeds— To purchase
additional contribution certificates of Great Basin Insur-
ance Co. Office—704 Virginia Street, Reno, Nev. Un-
derwriter—None., . . g A

Australian Grazing & Pastoral Co., Ltd.
Jan. 13 filed 4,000,000 shares of common stock. Price—
At par (56% cents per share). Proceeds—To purchase:
cattle; for improvements; to buy additional ranch in
Queensland, Australia; and for other corporate purposes.
Office—1301 Avenue L, Cisco, Tex. Underwriter—None,
Robert Kamon is President.

Bankers Fidelity Life Insurance Co.
Feb. 28, 1958, filed 258,740 shares of common stock (par
$1), of which 125,000 shares are to be' offered publicly
and 133,740 shares to employees pursuant to stock pur-
chase options. Price—To public, $6 per share.” Proceeds—
For expansion and other corporate purposes. Office—At-
lanta, Ga. Underwriter—None. ) *

Bankers Management Corp. - =1
Feb. 10,1958, filed 400,000 shares of common stock (par
25 cents), Price—$1 per share, Proceéds—To reduce out-
standum indebtedness and for working capital. Office—
1404 Main St., Houston, Texas. Underwriter—McDonald,
Kaiser & Co., Inc. (formerly McDonald, Holman & Co.,
Inc.), New York, . .

_Bankers Preferred Life Insurance Co.
Jan. 30 (letter of notiifcation) 100,000 shares of ¢common
stock (par $1.60). Price—$3 per share. Proceeds—For
expenses incidental to operation of an:insurance com-
pany. Office—Suite 619, E. & C. Bldg., Denver, Colo.
(I:Inlderwriter—Ringsby Underwriters; Inc.,, Denver 2,
olo. .

® Barden Corp. =~ .~ Y ) '

Jan. 22 filed 102,533 shares of common sfock, being of-
fered for subscription-by stockholders at the rate of one
new share for each six shares held on Feb. 18, .1959;

rights to expire on March 5. Price—$16. per share, Pro- .

ceeds—To reduce bank loan indebtedness; for property

additions; to:acquire manufacturing-laboratory. equip~- :

ment; and the balance for ‘general corporate purposes.
Office—East Franklin St., Danbury; Conn. Underwriter
—Shearson, Hammill & Co., New York. . : ‘.

@ Bargain Centers, Inc. (2/19)’ Pk
Nov. 20 (letter of notification): $240,000 of 6% sub-

ordinated convertible debentures due. Jan. 1, 1969. and.

GQ,OOO shares’ of common’ stock. (par 10. cents). to.be
offered in units of $100.of debentures.and 25 shares- of

stock: Price=—$125 per unit. Proceeds—For equipping .
and decorating a.new store and’acquisition of real estate -

for a- new: warehouse. and working capital: - Office—
c/o-Edward: H. Altschull, President. 1027 Jefferson Cir-
cle. Martinsville; W:' Va. - Underwriter—Securities Trad-
ing Corp., Jersey City, N. J. Statement effective: Feb: 11.

" Nov. 17 (let

% INDICATES ADDITIONéf
SINCE PREVIOUS I1SSUE:’
® ITEMS REVISED R

Bargain City, U.'S. A., Inc. . .
Dec. 29 tiled 5,000,000 shares of class.A common stock
(no par). Price—$3 per share. Proeeeds—For expansion
and acquisition or leasing of new sites. Office — 2210
Walnut Street, Philadelphia, Pa.. Underwriter—None:
Bellechasse Mining Corp. Ltd. G
Oct. 29 filed 800,000 shares of common stqck ‘(par $1).
Price—Related to market price on Canadian.Stock Ex-
change, at the time the offering is made. Proceeds—To
be applied: over' the balance of 1958 and the next three
years as follows: for annual assessment work on the com-
pany’s ‘properties (other than. mining claims-in the ‘NIt.

. Wright area in Quebec); for general -prospecting costs;

and for general administration expenses. Office—NMont-
real, Canada. Underwriters — Nicholas Modinos & Co.
(Washington, D. C:) in the United States.and by Forget
& Forget in Canada. Statement effective Jan; 27.,.~ '~
® Blossman Hydratane Gas, Inc. (2/26) Tt ooin
Dec, 29 filéd $1,200,000 of 5% subordinated -eonvertible
dehentures due Dec. .31, 1978 and 120,000 sharesof: com-
mon stock (par $1) to be offered in units ‘of $500 :of
debentures and 50 shares of common stock. Price—$500
ner unit, plus accerued interest on debentures. Proceeds—
To retire short-term bank-loans, and for working' capital
to be used for general corporate purposes. Business—Sale
and distribution of liquified-petroleum: gas, Office—Co-
vington,: La. . Underwriters — S: D. Fuller & Co., New
York and-Howard,: Weil,  Labouisse, Friedrichs & Com-
pany, New -Orleans, La., ' T T
Bridgehampton Road Races. Corp. ;

Oct. 23 (letter of notification) .15,000:shares -0f:cemmbon

stock (par:$1) to be offered for subsecription:by stock-
holders of ‘record Nov.: 1, 1958 on the basis of .one new

.share- for - each ' four shares held; unsubseribed shares
“will: be offered to cyrrent’ creditors in-payment -of:all

or part of -claims, at the rale of one share for each $4
of claims discharged; rights to -expire ‘about.two- weeks

. after.mailing of. offer. ‘Price—$4 1> share.. Proceeds—

To pay 'current. creditors. - Addres. - P.- O. Box-506,
Bridgehampton, L. I.; N. Y. Underwriter — None: Offer-
ing—Has been delayed. g '

Brookridge ' Development Corp. e,
Dec. 19 - (letter of notification) $200,000' of 6% 15-yéar
convertible. debentures. Price—At par ($500-per unit).
Proceeds—For ‘expansion and working capital. ~Office—
901 Seneca Ave., Brooklyn 27, N. Y, Underwriter —
Sano & Co., 15 William .St,, New York, N. Y. ’

% Brunson Instrument Co., Kansas City, Mo.
Feh, 9 (letter of notification) 31,500 shares of-common
stock (par $3.50). Price—3$9.50 per share. Proceeds—
For working' capital. Underwriter—Stern Bros. & Co.,
Kansas City, Mo. * ° o o : '
% Butler Brothers, Chicago, Ik ‘ ,
Feb. 17 filed 30,000 shares of common stock to.be offered
to ‘certain Ben Franklin Franchise Holders. Company
provides- services and merchandise 'to- Ben Franklin
Stores.: Underwriters—-None. = - - :
Calvert Drilling, -Inc. (2/24) .
Jan. 30 filed 100,012 shares of common- stock, to be of-
fered for .subscription by common stockholders at the
rate of one new share for each five shares held..on Feb.
24; rights to expire on March 10. Price—To be supplied
by amendment. Proceeds—Ior development of produc-
ing properties and for general corporate purposes. Office
—204 South Fair St. Olney, Ill. Underwriter: — W, E.’
Huttori' & Co., New :York; N:. Y., and Cincinnati, Ohio.
Canal-Randolph Corp. :
Jan. 28 filed 816,721 shares of ‘common stock {(par $1).
The corporation proposes to offer to purchase :shares -of

_common_ and’ preferred stock of United Stoekyards,

and/or at the option of the holder, to exchange shares
of .United for shares of Canal-Randolph. The .rate of
exchange is to be supplied by amendment. Price—To be
supplied by amendment. Underwriters—New York Han-
seatic Corp., New York, and Rea Brothers Ltd., London,
England. The former has agreed to. acquire not in
excess ‘of 162,500 ‘shares of Canal-Randolph. commdn;

“and the latter a maximum of 110,500 shares.

® Carraco 0il-Co., Ada, Okla. (2/24-27) <

Nov. 10 (letter of notification) 199,733 shares of common
stock (par-$1). Price—$1.50 per share, " Proceeds—For
development, drilling 'and other general corporate pur=

" poses. Underwriter—Berry & Co. New York. -

Arizona, Inc. - . 2 .

‘of notification) 300,000 shares of .commpon
stock (par 25 cents).. Price—$1 per share. Proceeds—
For working- capital. - Address—P. O. Box 1849, 3720.E,
32nd Street, Yuma, Ariz. Uhdeririter—L. A. Huey Co,,

‘Cemex

Denver, Colo. i
-Central Hlinois Electric & Gas Co.-(2/18). . .
Jan..21 filed: 145,940 shares of common_stock, to_he of-
fered for subseription,K by common; stockholders .at the
raté- of . one.new share .for .each. 10.-shares held as of
record Feb. 17, 1959 (with an oversubscription priwvilege):
rights to expire on March 5, 1959, Price—To0 be-supplied
by: amendment: Proceeds—To be used for construction
and: for payment of ‘bank loahs. Underwriter—Stone: &
Webster: Securities Corp., New York. .

& Century Food Markets Co. ' . . .. . g
Jan. 9 filed 118,112 shares of common stoek: (pan $1) be-
ing offered for subscription.by holders. of common stock
at the . rate of one new share for each five shares held .

as of Feb. 13; 1959; rights to expire on March 2, 1959,

Price—$35 per share. Procceds—To discharge £iank loan
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and to replenish working capital. Underwriter—Janney,

Dulles ‘& Battles, Inc., Philadelphia, Pa, . '
% Century_Properties - ;

Feb..11" (letter of. notification). 58,250 shares of common
stoek . (par. $1).. ‘Price—$4.25 .per . share. 'Proceeds—To
repay a bank loan and for working ‘capital.: Office—1758
- South La Cienega Blvd., Los Angeles, Calif. Underwriter

~—None; o o B o e :
City Lands, Inc., .New-York . . .

Jan. 13 filed- 100,000 shares of capital stock:. Price—$20
- .per share. Proceeds—To invest in real estate. Office—
Room 3748, 120 Broadway, New York, N. Y. Underwriter
‘—Model,  Roland & Stone, New York. *Offering — Ex-

pected jn February. . s B2 e
"% Cleveland. Electric illuminating Co. = .

Feb. 18- filed’ $25,000,000 of first mortgage bonds, ‘due
1984:. Price—To be -determined by competitive bidding.
Praceeds—Payment of bank loans and general corporate
mpurposes., Probable bidders: First Boston Corp.; Dillon,
‘Read & Co., Inc.; Halsey, Stuart & Co. Inc.; Blyth & Co.,

JInc; and; White, Weld. & Co., -
Vi Clute Corp. - ;

.Aug, 21 (letter of notification) 300,000 shares of common
- .8tock ‘(par-ene-cent). Price-—$1 per share,. Proceeds—To
pay additional.costs of construction; and for retirement
of obligations and working capital. Office — c¢/o John
Harlan Lowell, 2200 Kenton, Aurora, Colo. Usiderwriter

¥

}'—'—Llowell.vrMurphy &-Co., Inc., Denver, Colo., .

.- Colas. .

ok ,éolondn % fnt_e_rstate Gas" Co.,- Colon‘"do‘:s_prings,

JFeb, 18 ‘tileck $33,000,000 First mortgage pipeline bonds,
,due 1979, ‘and~ 120,000 shares of cumulative preferred
stock *($100°par}.” Price—To be supplied by amendment.
Proceeds — Repay '$40,000,000 bank- loans; balance for
.general funds. Underwriter—Dillon; Read. &.:Co., -Inc.,

.and.Eastmar:Dillon, Union Securities-& Co:
. ‘Combustion Engineering,.In¢.” =

:Dec. 19 filed.64,011 shares of capital stock” to.be offered
in exchange for 81,002 shares of the outstanding common
‘stock and for-2,131 shares of the outstanding $100 par
preferred stoek of General Nuclear:Engineéring Corp.,
'at the rate of seven shares and 3.4302 shares of Combus-

tion Engineering stock for each 10 shares of common
stock and each share of preferred stock, respectively, of
General Nuclear Engineering (of Dunedin, Fla.).

Commerce. Oil Refining Corp.
Dec. 16,1957 filed $25,000,000 of first mortgage bonds due
Sept. 1,: 1968, $20,000,00 of subordinateq debentures due
Oct, 1, 1968 and 3,000,000 shares f common stock to be
offered in units as follows: $1,00v of bonds and 48 shares
of stock and $100 of debentures »nd nine shares of stock
Price—To be supplied by amenument. Proceeds — To
construct refinery. Underwriter—Lehman Brothers, New
York. Offering—Indefinite,

Commercial Investors Corp.
Nov. 28 - (letter of notification) 900,000 shares of com-
mon’ stock. Price—At par (10 cents per share). - Pro-
ceeds—For, investment. Office—450 So. Main St., Salt
Lake City, Utah. Underwriter—Ear] J, Knudson & Co,,
Salt Lake City, Utah.

Connecticut Light & Power Co.
Jan. 16 filed 762,565 shares.of common stock (no par)
being offered to common stockholders of record Feb. 5,
1959, at the rate of one new share for each unit of 10
shares or less then held; rights to expire on Feb. 24,
Gertain officers-and employees-of the company and its
subdidiaries were entitled to subscribe up to and in-
cluding Feb..19 for shares not substribed for by stock-
holders. Price—$22.50 per share. Proceeds — Together
with funds available from _internal sources are' to be

‘used to repay certain outstanding bank loans, to finance

in part the company’s 1959 construction program, and for
other corporate purposes, Underwriters—Morgan Stanley
& Co., New York; Putnam & Co., Hartford, Conn.; Chas.

"W, Scranton & Co., New Haven, Conn.; Estabrook &

Co., New York-and Boston, Mass.
Cormac Chemical Corp.

. Jan. 22 filed 108,667 units. of 108,667 shares of common

stock (par one cent) and 108,667 common stock purchase
warrants, each unit consisting of one common share and
one warrant, to be offered for subscription by holders
of the common stock of Cormac Photocopy Corp. at the
rate of one such unit for every six shares of Cormac
Photography common held. Price—$2 per unit., Pro-
ceeds—To finance the company’s development and mar-
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February 19 (Thursday) -

Barden Corp... ¢ —-Common
7. (Offering ‘to stockholders—underwritien by Shearson,
. Hammill & Co.) 102,533 shares’ -

-« Bargain Centers, Inc . S Debentures
(Securities Trading Corn. ) §300,600 i

T
Central Il Common
(Offering to stockholders—inderwritten by Stone & Webster
Secuvitiez Corp.) 145,940 shares

U S. Land Development Corp Common
‘;(Aetna Securities Corp. and Roman & Johnson) $1,055,000
. February 20 (Friday)
United States Pool Corp
¢Ross, Lyon & Co., Inec.) $300,000
February 24 (Tuesday)

Calvert Drilling, Inc Common
(Offering to stockholders—underwritten by W. E. Hutton
& Co.) 100,012 shares

Carraco QOil Co
(Berry & Go.) $299,600
Chicago, Rock Island & Pacific RR.__Equip. Tr. Ctfs.
(Bids noon CST) $5,130,000
Duquesne Light Co
! (Bids 11:30 a.m, EST) $10,000,000
' Harman-Kardon, Inc
. (Milton D. Blauner & Co., Inc.).$€00,000
; February 25 (Wednesday)
:= Illinois Bell-Telephone Co i
sl (Bids 11 a.m.. EST} $50,000,000
Sawhill Tubular Products, Inc :Com;
... -{McDonald. & Co. .and Kidder, Peabody & Co.) 225,000, shares
" Talcott -(James), Inc Common
. (F, Eberstadt & Co. and White, Weld & Co.) 150,000 shares
.. Thomas & Betts Co
) (Smith, Barney & Co.). 300,000 shares
S February 26 (Thursday).
~American Natural Gas Co : C
(Offering to stockholders—bids 11:a.m. EST) 486,325 shares’

‘Blossman- Hydratane Gas, Inc
.~ +(8.-D.. Puller & Co. and  Howard Weil, Labouisse, Friedrichs
" & Cp.) $1,200,000 debentures and 120,000 common shares

"I Jamaica.(Government of) :
v " (Kuhn, Leeb & Co.) £12,500,000
February 27 (Friday)

. Piedmont Natural Gas Co
b' {Offering to stockholders—underwritten by White, Weld & Co.)
: 56,301 shares

STV Junier Publications, Inc Cem. & Warrants
s +Charles Plohn & Co.). $375,000
March 2 (Monday)
Miami Window Corp. Debentures
© _(Cruttenden, Podesta & Co. and Clayton Securities Corp.)
.- $2,500,000
£y 8 March 3 (Tuesday)
P o ]

. “_Pacific Power & Light Co Comm
"..', (Offering to stockholders—bids 8 a.m. PST) 207.852 shares
7. Standard Security Life Insurance Co. of N.Y._.Com.

- <., {Ira Haupt & Co. and Savard & Hart) $1,500,000
March 4 (Wednesday)
.~ Eastern Uiilities Assgciates Common
{ 7. (Offering to steckholders—bids 11 a.m. EST) 96,765 shares
.. " 'Glass-Tite Industries, Inc
ks A {Stanley Heller & Co,) $330,000

Common
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March 5 (Thursday)

Western Casualty & Surety Co Common
(Offering to stockholders—underwritten by Kidder, Peabody
& Co, and 'Prescott, Wright, Snider Co,) 100,000 shares

.-March 6 (Friday) iy s g

Pioneer Hydrotex Industries, Inc. ¥ " Debéhtures
(Cruttenden, Podests & Co. and Schneider, Bernet® &
Hickman) $300,000

March 10 (Tuesday)

Itek Corporation Common
(Offering to stockbolders—underwritten -by Paine, Webber,
Jackson & Curtis) 164,842 shares

March 16 (Monday)
Standard Sign & Signal Co
(Sano & Co.) $300,000
March 30 (Monday)
Ohio Power Co

March 31 (Tuesday)
California Electric Power Co
Bids 9 a.m. PST) 300,000 shares
Monongahela Power Co
(Bids to be invited) $16,000,000

April 2 (Thursday)
Gulf Power Co..._ L
(Bids to be invited) $7,000,000
April 15 (Wednesday)
Wisconsin Power & Light Co
(Bids to be invited) $14,000,000
. April 30 (Thursday)
Alabama Power Co
(Bids to be nvited) 520,000,00
May 26 (Tuesday)
West Penn Power Co :

May 28 (Thursday)
Southern Electric Generating Co.
(Bids to be invited) $25,000,000
June 2 (Tuesday)
Virginia Electric & Power Co Co
(Bids to be received) $20,000,000 to $25,000,000
June 25 (Thursday)
Mississippi Power Co,
(Bids to be invited) $5,000,000
September 10 (Thursday)

Georgia Power Co
(Bids to be invited) $18,000,000

1] L]
Postponed Financing
. Montana Power Co
(Bids to be invited) $20,000,000

Pennsylvania Power Co
(Bids to be invited) $8,000,000

.-.-Bonds

Bonds

(903) 39

keting program, Office—80 Fifth Avenue, New York,
N. Y. Underwriter—Ross, Lyon & Co. Inec., New York.

Cryogenic Engineering Co.

Sept. 22 (letter of notification) 150,000 shares of class A
common stock (par 10 cents), Price—$2 per share. Pre-
ceeds — For repayment of loan; purchase of plant and
office equipment; raw materials aad supplies; and fer
working capital, etc. Office—U, W. National Bank Bldg.,
1740 Broadway, Denver, Colo. Underwriter—L. A. Huey,
Denver, Colo. :

Derson Mines Ltd.

June 5 filed 350,000 shares of common stock. Price—$1
per share. Proceeds—For new equipment, repayment of
loan, acquisition of properties under ©Option, and other
corporate purposes, Office—Toronto, Canada, and Em-
porium, Pa. Underwriter—None, : )

Diversified Inc., Amarillo, Texas
Jan. 6 filed 800,000 shares of common stock (par 50
cents). ' Price—$3 per share, Proceeds—For acquisition
of undeveloped real estate, for organization .or acquisi-
tion of consumer finance business, and balance to .be
used for working capital. Underwriter — Investment
Service Co., Denver, Colo., on a best efforts ‘basis.

Drug Fair-Community Drug Co., Inc. (3/2-8)"
Feb. 10 filed $750,000 of 5% % subordinated sinking fund
debentures due March 1, 1974 (with warrants attached
to purchase 37,500 shares of $1 par value commen ‘stock
A). Price—At par (in units of $500 each). Proceeds—
To finance current operations, to open-new.drug stores
and to retire $60,000 of outstanding 8% % debentures.
Office—Arlington, Va, Underwriter—Auchincloss, Park-
er & Redpath, Washington, D. C. )

Duquesne Light Co. (2/24)
Jan. 27 filed $10,000,000 of first mortgage bonds due
March 1, 1989. Proceeds—To repay ‘bank -leans and for
construction program. Underwriter—To ‘be.determined
by competitive bidding. Probable bidders: Halsey, Stuart
& Co. Inc.; White, Weld & Co.: The First Boston Corp.;
Kuhn, Loeb & Co., Eastman Dillon, Union Securities &
Co., A. C. Allyn & Co., Inc., and Ladenburg, Thalmann
& Co. (jointly); Glore, Forgan & Co.; Harriman Ripley &
Co. Inc.; Drexel & Co. and Equitable Securities Corp.
(jointly). Bids—Scheduled to be received up to 11:30
a.m. (EST) on Feb. 24.

Eastern Utilities Associates (3/4) T
Jan. 30 filed 96,765 shares of common stock (par '$10
to be offered for subscription by commeon stockholders
of record about March 4, 1959 on the basis of .one new
share for each 12 shares held (with an oversubscription
privilege); rights to expire on March 19. Proceeds—To
reduce bank loans. Underwriter — To be determined by
competitive bidding. Probable bidders: Kidder, Peabody
& Co,; Stone & Webster Securities Corp...Bids—To..be
received up to 11 am, (EST) on March 4 at 49 Federal
St., Boston, Mass. - T

Emerite Corp. -
Jan. 19 (letter of notification) 250,000 shares of series
common stock (no par) to be offered for subscription
by stockholders on the basis of one share of series 3
stock for each three shares of series 1 and/or series 2
common stock held; unsubscribed shares to other stock-
holders. Rights expire 30 .days from offering date.
Price—$1 per share. Proceeds—For working capital.
Ofll:;ce—333 S. Farish Street, Jackson, Miss. Underwriter
—INone.

% Equitable Gas Co., Pittshurgh, Pa. .
Feb, 18 filed 60,000 shares of convertible preferred stock
($100 par). Price—To be supplied by amendment. Pro-

‘ceeds—Repayment of bank loans. Underwriter — First

Boston Corp.; Kidder, Peabody & Co.; Merrill Lynch,
Pierce, Fenner & Smith, Inc.; and White, Weld & Co.
® Erie Forge & Steel Corp.
Jan. 9 filed 238,025 shares of common stock being -of-
fered for subscription by common stockholders at the
rate of one new share for each four shares held as of
Feb, 11 (with an oversubscription privilege); rights to
expire March 2. Price—$6.12% per share, . Proceeds-—
To complete modernization and expansion .program .and
for working capital. Underwriters—Lee Higginson Corp.,
and P. W. Brooks & Co., Inc., both of New York. City.

Federated Corp. of Delaware .
Dec. 29 filed $918,000 of 6% convertible subordinated
debentures due 1968. The company proposes to offer
$210,000 of the debentures to purchase the capital stock
of Consumers Time Credit, Inc., a New York company;
$442,000 of the debentures in exchange for Consumers
debentures; and $226,000 of the debentures in excl;ange
for the outstanding 12% debentures of three subsidiaries
of Federated. Office—1 South Main Street, Port Chester,
N. Y. Underwriter—None,

Federated Finance Co.
Nov. 17 (letter of notification) $300,000 of 10-year 6%
senior ‘subordinated debentures. Price—At par (in de-
nominations of $1,000 each). Proceeds — For working
:apital, to make loans, etc. Office—2104 “O” St., Lin-
coln, Neb. Underwriters — J. Cliff Rahel & Co. and
Eugene C. Dinsmore, Omaha, Neb, . :

" ‘Finance For Industry, ‘Inc.

Dec. 16 filed 200,000 shares of class A common stock.
Price—At par ($1.50 per share). Proceeds—For working
capital. Office—508 Ainsley Bldg., Miami, Fla. Under-

--writer — R, F. Campeau Co., Penobscot Bldg., Detroit,

Mich.

First Virginia Corp. ’
I‘*eb. 12 filed 1,154,730 shares of class B common stock
(par $1), to be offered in exchange for 38,491 shares of
common stock of Old Dominion Bank at the rate of 30
shares of First Virginia class B stock for each one share
of Old Dominion common stock.

Continued on page 40
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Florida Builders, Inc. Lot
Mec- 1 filed $4,000,000 of 6% 15-year sinking fund sub-
erdinated debentures and 40,000 shares of common stock,
€0 be offered in units of $100 principal amount of deben-
€ures and one share of common stock, Price — $110 per
@nit, Proceeds—For purchase and dpvelopment of sub~
«livision land, including shopping site; for new equip-
eaent and project site facilities; for financing ex-
gansion program; and for liquidation of bank loans and
@other corporate purposes. Office—700 43rd St., South,
i5t. Petersburg, Fla, Underwriter—None,

Fort Pierce Port & Terminal Co.
Wov. 25 filed 2,138,500 shares of common stock (par $1).
¥Price—$1.25 per share, Proceeds—To pay  short-term
fozns and for completing company’s. Port Development
Plan and rest added to general funds, Office — Fort
Wierce, Fla. Underwriter—Frank B, Bateman, Ltd,, Palm
$Beach, Fla. 7

Foundation Investment Corp., Atlanta, Ga.
Jan. 13 filed 231,988 shares of common stock to be of-
&exed for subscription by stockholders; unsold portion
%40 be otffered publicly. Price—$12.50 per share, Proceeds
—To repay notes. Office—515 Candler Bldg., Atlanta,
Gz, Underwriter—None,

General Alloys Co.
®ov, 17 (letter of notification) 45,250 shares of common
mtock (par $1) of which 16,900 shares are to be offered
%0 employees and the remainder to the public. Price—
To employees, $1.1805 per share, Proceeds—To purchase
and install machinery and equipment. .OffiCef?.'67-405
West First St., Boston, Mass, Underwriter—William S.
Prescott & Co., Boston, Mass.

General Aniline & Film Corp., New York
Jan, 14, 1957 filed 426,988 shares of common A stock (ne
par) and 1,537,500 shares of common B stock (par $1)
Proceeds—To the Attorney General of the United States
Undrrwriter~To be determined by competitive bidding
Probable bidders: Blyth & Co,, Inc., and The First Bos-
ton Corp. (jointly); Kuhn, Loeb & Co.; Lehman
‘Brothers, and Glore, Forgan & Co. (jointly). Blds—Had
been scheduled to be received up to 3:45 p.m, (EDT) op
“May 13 at Room 654, 101 Indiana Ave, N. W., Washing-
‘s¢on 25, D. C., but bidding has been postponed.
® Glass-Tite Industries, Inc. (3/4)
Jan. 30 filed 110,000 shares of common stock (par 10
cents), Price—$3 per share, Proceeds—To retire $35,000
of 8% preferred stock; for research, development and im-
provement of new and present products; for purchase
‘©of a high temperature atmosphere furnace and additional
‘test equipment and the balance will be added to work=
ing capital and be used for other corporate purposes.
©Office—88 Spectable St., Cranston, R, I. Underwriter—
Stanley Heller & Co., New York,

Government Employees Variable Annuity Life

Insurance Co.

Nov. 13 filed 2,500,000 shares of common stock (par $1)
1o be offered by company viz: (1) to holders of common
stock (par $4) of Government Employees Insurance Co.,
on the basis of one warrant per share of stock held (1,-
834,570 shares are now outstanding); (2) to holders of
common stock (par $1.50) of Government Employees
“Life Insurance Co., on the basis of 1% warrants per share
‘of stock held (216,429 shares are now outstanding); and
(3) to holders of common stock (par $5) of Government
Employees Corp., on the basis of 15 warrant per share of
stock held (as of Dec. 31, 1958 there were 143,703 shares
of stock outstanding and $589,640 of 5% convertible cap-
‘ftal debentures due 1967, convertible into shares of com-
mon at $28.0374 per share. If all these debentures were
converted into common stock prior to the record date,
& total of 164,733 common shares would be outstanding,
Price—S$3 per share. Proceeds—For capital and surplus.
Office—Government Employees Insurance Bldg., Wash-
ington, D. C. Underwriters . — Johnston, Lemon & Co.,
Washington, D, C.; Eastman Dillon, Union Securities &
Co., New York: and Abacus Fund, Boston, Mass. Offer-
#ng—Indefinitely postponed pending Supreme Court de-
<cision on variable annuities.
.9 Grays Harbor Grange Supply Co., Satsop, Wash.
T'eb. -3- (letter of notification) $40,000 principal ‘amount
of 4% cumulative bonds to be offered in denominations
of $50, $100 and $500 each. Price—At par. Proceeds—
For working capital. Underwriter—None,

% Greater All American Markets

Teb. 16 it was announced that the company is planning
an cffering of $1,000,000 to $1,500,000 of common stock.
Proceeds — For expansion program, Underwriter — J,
Barth & Co., San Francisco, Calif. Registration—Expect-
ed in the latter part of March. Offering—Expected some-
€ime in April,

Y Grizzly Peak Inc. {

Teb. 3 (letter of notification) 1,491 shares of common
stock. Price—At par ($100 per share). Proceeds—For
development program. Address — P. O. Box 695, Red
Lodge, Mont. Underwriter—None.

Growth Fund of America, Inc.
Feb. 4 filed 250,000 shares of common stock (par 10
cents), Price—At market, Proceeds—For investment.
Office —1825 Connecticut Avenue, Washington, D. C.
finvestment Advisor — Investment Advisory Service,
Washington, D, C. Underwriter—Investment Manage-
‘ment Associates, Inc.,, Washington, D. C,

® Harman-Kardon, Inc. (2/24-26)

.Jan. 23 tiled 200,000 shares of common stock, of which
. the company proposes to offer 95,000 shares and 103,000
ghares will be sold for. the account of Bernard Kardon,
Vice-President and General DManager, Price — $3 per
" ghare, Proceeds—To eliminate $100,000 of outstanding
Yank Jcans, and for working capital. Office—520 Main
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- Street, Westbury, N .Y, Underwriter—Milton D. Blauner

& Co., Inc., New York.

Heartland Development Corp.
Oct. 23 (letter of notification) 22,820 shares of non-
voting convertible preference stock (par $12) to be
offered for subscription by stockholders on the basis
of one share of cenvertible preference stock for each

10 shares of common stock held on or about Nov. 1,

1958. Stockholders will have 45 days in which to exer-
cise the rights. Price — At par. Proceeds — To repay
debts, acquisition of investments, and for general pur-
poses. Address—P. O. Box-348, Albany, N. Y. Under-
writer—None.

Heliogen Products, Inc.
Oct. 22 (letter of notification) 28,800 shares of common
stock '(par $1). Price—$5 per share. Proceeds—For
payment of past due accounts and loans and general
working capital. Office — 35-10 Astoria Blyd., L. I, C.
3, N. Y. Underwriter—Albion Securities Co., Suite 1512,
11 Broadway, New York 4, N. Y.

Highway Trailer Industries, Inc.
Nov. 24 filed 473,000 outstanding shares of common
stock (par 25 cents), Price—At prices generally prevail-
ing on the American Stock Exchange. Proceeds— To
selling stockholders. Office—250 Park Avenue, N. Y.
Underwriter—None.

Hinsdale Raceway, Inc., Hinsdale, N. H.
Dec, 29 filed capital trust certificates evidencing 1,000,-
000 shares of capital stock, and 2,000 debenture notes.
Price—The common stock at par ($1 per share) and the
notes in units of $500 each, Proceeds—For construction
of a track, including land, grandstand, mutual plant
building, stables and paddock, dining hall, service build-
ing, administrative building, penthouse, tote board and
clubhouse. Underwriter—None.

Home-Stake Production Co., Tulsa, Okla.
Nov. 5 filed 116,667 shares of common stock (par $5).
Price—$6 per share, Proceeds—For working capital and
general corporate purposes. Office — 2202 Philtower
Bldg., Tulsa, Okla. Underwriter—None,
® lllinois Bell Telephone Co. (2/25)
Feh. 4 filed $50,000,000 first mortgage bonds, series F,
due March 1, 1994. Proceeds — For improvements, etc.
Underwriter—To be determined by competitive bidding.
Probable ‘bidders: Halsey, Stuart & Co. Inc.; Morgan
Stanley & Co.; Glore, Forgan & Co. and Eastman Dillon,
Union Securities & Co. (jointly). Bids—Expected to be
received up to 11 am. (EST) on Feb, 25, at Room 2315,
195 Broadway, New York, N, Y,

Industrial Minerals Corp., Washington, D. C.
July 24 filed 600,000 shares of common stock (par one
cent). Price—$1 per share, Proceeds—To develop and
operate graphite and mica properties in Alabama. Un-

- derwriters—Dearborn & -Co. and Carr-Rigdom & Co..

both of Washington, D. C,, on a best efforts basis, State-
ment effective Nov, 18. »

International Bank, Washington, D. C.
Dec. 29 tiled $5,000,000 of notes (series B, $500,000, two-
year, 3% per unit; series C, $1,000,000, four-year 4% per

unit; and series D, $3,500,000, 6-year, 5% per unit). Price’

—100% of principal amount. Proceeds — For working
capital, -Underwriter—Johnston, Lemon & Co., Wash-
ington, D. C.

Investment Corp. of Florida :
‘Oct. 9 (letter of notification) 55,555 shares of common
stock (par two cents). Price—$4.50 per share. Proceeds
—For capital account and paid-in surplus. Office—At-
lantic Federal Building, 1750 E. Sunrise Boulevard, Ft
Lauderdale, Fla. Underwriter—None,

Investors Research Fund, Inc.
Jan, 9 filed 490,940 shares of common stock. Price—$12
per share. Proceeds—For investment., Office—922 La-
guna St., Santa Barbara, Calif. Investment Advisor—In-
vestors Research Co., Santa Barbara, Calif. Underwriter
—Bache & Co., New York,

® Israel (The State of) (3/6) .

Jan. 8 filed $300,000,000 of second development bonds,
part to consist of 15-year 4% dollar coupon bonds (to
be issued in five series maturing serially from March 1,
1974 to March 1, 1978) and 10-year dollar savings bonds
(each due 10 years from first day of the month in which
issued). Price—100% of principal amount. Proceeds—
For improvements, etc. Underwriter—Development Corp
for Israel, 215 Fourth Ave., New York City.

" % Itek Corp. (3/10) x .

Feb, 12 filed 178,842 shares of common stock (par $1),
of which a total of 164,842 shares will be offered for
subscription by stockholders at the rate of one new share
for each four shares held on or about March 5, 1959:

rights to expire on March 20. The remaining 14,000 °

shares will be offered to eligible employees. Price—To
be supplied by amendment.  Proceeds—To be used for
acquisition of Photostat. Corp.;. to purchase additional
laboratory, production and other equipment; towards
construction of a new building on a plant site in Lex-
ington, Mass.; and the balance for general corporate pur-
poses. Underwriter—Paine, Webber, Jackson & Curtis,
Boston and New York.

itemco Inc. ;
Nov. 28 (letter of notification) 200,000 shares of common
stock (par 10 cents). Price—$1 per share. Proceeds—To
acquire machinery- and equipment and additional space
for test laboratories; and for working capital. Office—
4 Manhasset Ave., Port Washington, L. I, N. Y.- Under-

writer — B. Fennekohl & Co., 205 East 85th St., New
York, N. Y.

% Investors Funding Corp., New York City

Feb. 18 filed $500,000-10% subordinated debentures, due
July 31, 1964. Price — $1,000 units (par). Proceeds—
Working capital and general funds. Underwriter—None.

Feb.

% J. E. Plastics Manufacturing Corp. :
Feb. 16 filed 120,000 shares of common stock, of which
30,000 shares are issuable upon exercise of warrants, at
$2,50 per share, from Nov, 1, 1959 to Nov. 1, 1961. The
remaining 90,000 shares will be “sold publicly; 50,000
shares on behalf of the company and 40,000 shares by
selling stockholders, Price — At current market when
offering of 90,000 shares is made. Office—400 Nepperhan
Ave., Yonkers, New York. )

Jamaica (Government of) (2/26) ik
Feb. 4 filed $10,000,000 of sinking fund external loan
bonds due March 1, 1974 and $2,500,000 serial external
loan bonds due semi-annually Sept. 1, 1960 through
March 1, 1964, inclusive.” Price: — To be supplied by
amendment. Underwriter—Kuhn, Loeb & Co., New York.
% Jenkintown Parking Corp. St
Feb.. 3 (letter of notification) 220 shares of common

stock. - Priece—At par- ($100 per. share). Proceeds—For

working capital and purchase of ‘lease: Office—c/o Don-
ald R. Coffin, Secretary, 701 West Ave., Jenkintown, Pa,
Underwriter—None. e

Kimberly-Clark Corp.
Dec, 30 filed 225,000 shares of common stock (par $5) to
be offered in exchange for common stock of the Ameri-
can Envelope Co. of West Carrollton, Ohio, on the basis
of three-quarters of a share of Kimberly stock for each
share of American. The offer will expire on Feb. 27,
1959. The exchange is contingent on acceptance by all
of the stockholders. Statement effective Jan. 23. -

Laure Exploration Co., Inc., Arnett, Okla.

Dec. 23 filed 400,000 shares of common stock. Price—$
per share. Proceeds—For machinery and equipment and
exploration purposes. Underwriter—None, Ty
® Lefcourt Realty Corp.
Jan. 29 filed 3,492,000 shares of common stock, of which
2,622,000 shares were issued in exchange for all - of
the common stock of Desser & Garfield, Inc., and D. G.
& R., Inc.; 750,000 shares will be used for the exercise
of an option by the company to purchase from' Big
Mound Trail Corp. some 3,784.9 acres of land on:or
before May 1, 1959; and the remaining 120,000 shares are
to be sold for the account of a selling stockholder. Un-
derwriter—None. : s

Life Insurance Securities Corp. : :
March 28, 1958, filed 1,000,000 shares of capital stock (pa
$1). Price—$5 per share. Proceeds—To- acquire stock
control of “young, aggressive and expanding life and
other insurance companies and related companies: and
then to operate such companies as subsidiaries.” Under=
writer—First Maine Corp., Portland, Me. v

Ling Electronics, Inc. § 24
Jan. 27 filed 235,000 shares of common stock, to be:of-
fered in exchange for the outstanding. capital stock of
Altec Companies, Inc., on the basis of one share of Ling
stock for one share of Altec stock. The offer is subject
to acceptance by holders of at least 80% of the outstand-
ing Altec stock. :

% Lorain Telephone Co. ° :
Feb. 11 (letter of notification) 1,562 shares of common
stock (no par) to be offered for subscription by stock-
holders on a pro rata basis at the rate of one new share
for approximately each 75.1120 shares held at the close
of business on Feb. 2, 1959. Price—$32 per share. Pro-
ceeds — To reimburse the treasury. Office — 203 W.
Ninth St., Lorain, Ohio. Underwriter—None.

LuHoc Mining Corp.

Sept. 29 filed 350,000 shares of common stock. Price—$1
per share. Proceeds — For the acquisition of properties
under option and for various geological expenses, test
drilling, purchase of equipment, and other similar pur-
voses. Offices—Wilmington, Del, and Emporium, Pa.
Underwriter—None,

Magic Mountain, Inc., Golden, Colo.

Jan. 27 filed 2,250,000 shares of common stock, Price—
$1.50 per share.’ Proceeds—For construction and working
capital. Underwriter — Allen Investment Co., Boulder,
Colo., on a best-efforts basis. .

Mairco, Inc.

Jan. 6 (letter of notification) 600 shares of common
stock to be offered for subscription by stockholders of
record Jan. 10, 1959 on the basis of one share of addi-
tional common stock for each five 'shares held; rights to
expire on Jan. 30, 1959. Price—At par ($100 per share),
Proceeds—For inventory and warking capital, Office—
1026 N. Main Street, Goshen, Ind. Underwriter—None,

% Mechanics Finance Co. . : -
Feb. 12 (letter of notification) $250,000 of 7% 20-year
subordinated and unsecured debentures due July 10,
1979. Price—$10 per debenture. Proceeds—For general
corporate purposes, Office—586 Newark Ave., Jersey
City, N. J. Underwriter—None, s

Mid-America Minerals, Inc. :
Jan, 19 filed 100 units of participations in Oil and-Gas
Fund (the “1959 Fund”). Price—$15,000 per unit. Pro-
ceeds — For working capital, ete.. Office — 500 Mid-
America Bank Bldg., Oklahoma City, Okla. Underwriter.
Midamco, Inc., a wholly-owned subsidiary, Oklahoma
City, Okla. ‘ T

Milisap Oil & Gas Co. - A
Dec. 23 filed 602,786 Shares of common stock. Price4$1

per share. Proceeds — For additional working capital,
Office—Siloam Springs, Ark. Underwriter—None, ./«

* Minnesota Fund, Inc., Minneapolis, Minn. -~ '
4 filed (by amendment) an. additional 200,000

shares of common stock (par one cent). Price—At mar- -

ket. Proceeds—For investment. ol 5

- Mississippi Chemical Corp., Yazoo City, Miss.

Dec. 24 filed 200,000 shares of common stock (par $5)
and 8,000 shares of special- common -stock (par $75).
Price—For  common " stock, $8.75 per share; for special
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common' stock, $131.25 per. share. Proceeds—For con-
struction program, to purchase shares of Coastal Chem-
ical Corp. (a subsidiary), and the balance will be
added to surplus. Underwriter—None, ‘

Montana Power Co.
July 1 filed $20,000,000 of first mortgage bonds due. 1988.
Proceeds — Together with other funds, to be used to
repay $15,500,000 in bank loans and to carry on the
company’s construction program through 1959. Under-
writer—To be determined by competitive bidding. Prob-
able bidders: Halsey, Stuart & Co. Inc.; Lehman Bros.;
Merrill Lynch, Pierce, Fenner & Smith, and Stone &
‘Webster Securities Corp. (jointly); White, Weld & Co.;
Eastman Dillon,” Union Securities & Co.; Kidder Pea-
body & Co.;" Smith, Barney & Co. and Blyth & Co., Inc.
(jointly). Bids—Had been expected to be received up
$e-moen (EDT) on Aug. 26 at Room 2033, Two Rector St.,
New York, N. Y.-but company on Aus. 22 again decided
to defer sale pending improvement in market conditions.

./ Montana Power Co. :
July ‘1 filed 100,600 shares of common stock (no par)
The stock will- be “offered only to bona fide residents
of Montana. ‘Price—To be related to the current market
price on the. New York Stock Exchange. Proceeds—To-
gether; with  other funds, to carry on the company’s con-
struction. program through 1959. . Manager-Dealers —

. Smith, Barney & Co., Kidder, Peabody & Co. and Blyth
& Co., Inc. Offering—Indefinitely postponed.
® National Theatres, Inc.

-Dec. 30 filed $20,000,000 5% % sinking fund subordinated
debentures due March 1, 1974, stock purchase warrants
for 454,545 shares of common stock (par $1) and 485,550
warrants- to purchase debentures and stock purchase
warrants. The debentures and stock purchase warrants
are being offered in exchange for National Telefilm As-
sociates, Inc. common stock and outstanding stock pur-
chase warrants, Basis of Exchange—Shareholders of Na-
tional Telefilm will receive $11¢principaltamount of de-
*bentures and a purchase warrant:for onesquarter share of
National Theatres stock in- exchange for *each share of
National Telefilm. For each outstanding warrant of Na-
tional Telefilm, the holder will receive an exchange war-
rant for the purchase of $11 of debentures and a warrant
for the purchase of one-quarter share of National The-
atres common, The offer expires March 16, 1959. Dealer-
Managers—Cruttenden, Podesta & Co., Cantor, Fitzgerald
& Co., Inc.,.and Westheimer & Co.

-:: Naylor: Engineering & Research Corp. '

Sept.-29 (letter of notification) 300,000 shares of cumu.

lative voting and non-assessable common stock. ‘Price—

At par ($1.per.share).. Proceeds—For organizational ex-

‘penses-and first three months’ operational expenses. Of-
.- floe—1250 Wilshire Blvd., Los Angeles 17, Calif, Under-
. writer—Waldron-& Co., San Francisco 4, Calif. 3

: 2" Nedow Oil Toel Ce.
-‘May ‘5 (letter-of notification) 150,000 shares of common
v #toek (par-one ¢ent). Priee—$2 per share. Proceeds—To
- --pay .loan;-to -acquire fishing tools for leasing; and ‘for
- -working capital, Office—931 San Jacinto Bldg., Houston,
Tex.' Underwriter—T, J..Campbell Investment Co., Inc.,
Houston, Tex,

' New Jersey Investing Fund, Inc,, New York
Dec. 9 filed 200,000 shares of capital stock. Price—A1
market. Proceeds—For investment. Investment Adviser
and Distributor—Spear, Leeds & Kellogg, New York.

Northern Indiana Public Service Co. (3/10)
Feb. 10 filed $25,000,000 of first mortgage bonds, series
J, due Jan. 15, 1989, Proceeds — To be used for gross
additions to utility properties of the company including
prepayment of bank loans incurred for construction pro-
gram. Underwriter — To be determined by competitive
bidding. Probable bidders: Halsey, Stuart & Co., Inc.;
Equitable Securities Corp.; Lehman Brothers and Bear,
Stearns & Co. (jointly); Eastman Dillon, Union Secu-
rities & Co.; The First Boston Corp.; White, Weld &
Co.; Dean Witter & Co.; Blyth & Ca., Inc. and Merrill

Lynch, Pierce, Fenner & Smith (jointly); Harriman -

Ripley & Co., Inc. Bids — Expected to be received on
March 10.

Oak Ridge, Inc.
Sept. 4 (letter of notification). 100,000 shares of common
stock (par $1). Price — $3 per share. Proceeds — For
working capital. Office—11 Flamingo Plaza, Hialeah,
Fla. Underwriter — Henry & Associates, Inc, 11 Fla-
mingo Plaza, Hialeah, Fla.

0. K. Rubber Welders, Inc.
Dec. 15 filed 60,600 shares of common stock, $43,333.33
of 3% % debentures maturing on or before May 6, 1965,
- $692,000 of 6% -debentures maturing on or before Dec
* 31, 1974 and $123,000 of 7% debentures due on or before
- May. 6, 1965. The' company. proposes to make a public
. offering_of~25,000  shares of common stock at $10 per
* share. - The -remaining-shares and the .debentures are
- subject -to- an.exchange ‘offer between this corporation
O. K. Rubber, Inc, and O. K. Ko-op. Rubber Welding
- System, on zmr-alternative basis. Proceeds—Of the public
- - offering, ' will -be -used- for additional working capita)
- and/or: to service part of the company’s debt; Office—
~§51 _Rio- Grande- Ave., Littleton, Colo. Underwriter—
one.

® Odlin Industries, Inc. )

" Nov. 12.filed $250,000 of 5% % convertible debentures
: " and 250,000 shares of common stock (par 10 cents). Price
—Debentures at' 100% and stock at $3 per share. Pro-

. ceeds—To purchase a textile mill, machinery, equipment
- and raw materials, and to provide working capital. Office

- =375 Park Ave., New York, N. Y. Underwriter—Harris
- Securities Corp., New York, N. Y., has
underwriter. Statement subsequently withdrawn.

withdrawn - as

Oil, Gas & Minerals, Inc.
Nov. 16 (letter of notification) 116,000 shares of common
stock (par 35 cents). Price—$1 per share, Proceeds—
For development of oil and gas properties., Office—»12
International Trade Mart, New Orleans 12, La. Under-
writer—Assets Investment Co., Inc., New Orleans, La.
Oppenheimer Fund, Inc.

- Dec. 5 filed 100,000 shares of capital stock. Price—A1

market (about $10 per share). Proceeds—For invest-
ment. Office—25 Broad St., New York. Underwriter—
Oppenheimer & Co, New York,

‘Pacific Power & Light Co. (3/3)
Jan. 27 filed 207,852 shares of common stock, which the

company proposes to offer to common stockholders of .
. record March 3,.1959 at the rate of one new share for
. each 20 shares held; rights to expire on March 25, Pro-

ceeds—For construction program. Underwriters — To be
determined by competitive bidding, . Probable bidders:
Lehman Brothers, Eastman Dillon, Union Securities &
Co., Bear, Stearns & Co, and Dean Witter & Co. (joint-
ly); Ladenburg, Thalmann & Co.; Kidder, Peabody &
Co. Bids—Expected to be reccived up .to 8 amn. (PST)
on March 3. . ' .
Paramount Mutual Fund, Inc.
Jan, 2 filed 300,000 shares of capital stock. Price—Mini-
mum purchase of shares is $2,500. Proceeds—TFor invest-
ment. Office—404 North Roxbury: Drive, Beverly Hills,
Calif. Underwriter—Paramount Mutual Fund Manage-
ment. Co. !
Peckman Plan Fund, Inc., Pasadena, Calif.
May 19 filed 20,000 shares of common stock (par $1)
Price—At market. Proceeds—For investment. Under-
writer—Investors Investments Corp., Pasadena, Calif.
Pennsylvania Power Co.
Aug. 1 filed $8,000,000 of first mortgage bonds due 1988
Proceeds—To redeem a like amount of 5% first mort-
gage bonds due 1987, Underwriter—To be determined
-by competitive bidding.-Probable bidders: Halsey, Stuart
& Co. Inc.; Kidder, Peabody: & Co.; White Weld & Co.,
Equitable Securities Corp., and Shields & Co. (jointly):
Lehman Brothers, Eastman Dillon, Union Seeurities: &
Co., Salomon Bros. & Hutzler and Ladenburg, Thalmanp
& Co. (jointly); Merrill Lynch, Pierce, Fenner & Smith
and Dean Witter & Co. (jointly). Bids — Tentativel:
had been expected to be received up to 11 a.m. (EDTg
on Aug. 27 but company on Aug. 22 decided to defer
sale pending improvement in market -conditions.
@ Piedmont Natural Gas Co., Inc. (2/27)
Feb, 4 filed 56,301 shares of common stock (par $1) to

be offered for subscription by common stockholders at * )
'. holders at the rate of one new share for each four shares-
“held.. Price—$2.50 per share, Proceeds—For additiona®: " -
*‘working capital. Office—South St. Paul, Minn. 'Under-
~.writer—None. : .

the rate of one new share for each 10 shares held about

."Feb, 27,1959 (with-an oversubscription privilege); rights :

to expire on or about March 16, Price—To be supplied

* by amendment,. Proceeds — For construction pregram.

Underwriter—White, Weld & Co., New York,
‘Pilgrim- Helicopter Services, Inc.

5, D. C. Underwriter—Sade & Co., Washington 5, D. C.

% Pioneer Hydrotex Industries, Inc. (3/6) 3
Feb, 5 (letter of notification) $300,000 of 6% subordi-
nated sinking fund convertible debentures (fully regis-
tered), due March 1, 1969, Price — At par. Proceeds —
For acquisitions, ete, Office—267 Meadows Bldg., Dallas
6, Texas. Underwriters — Cruttenden, Podesta & Co.,
Chicago, I1l, and Schneider, Bernet & Hickman, Dallas,
Texas. .

Prairie Fibreboard Ltd.
Aug. 18 filed 209,993 shares of common stock (par $1.50,
to be offered for sale to residents of Canada in the Prov-
inces of Manitoba, Saskatchewan and Alberta and t¢
residents of the United States “only in the State of North
Dakota.” Price—$3 per share. Proceeds— For con-
struction purpose. Office —Saskatoon, Saskatchewan
Canada, Underwriter—Allied Securities Ltd., and United
Securities, Ltd., both of Saskatoon, Canada.

Prudential Enterprises, Inc.
Jan. 15 (letter of notification) 200,000 shares of common
stock (par one cent) of which 170,000 shares are to be
sold by the company and 30,000 shares by a selling
stockholder, Price — $1.50 per share. Proceeds — For
general expansion and working capital, - Office—1108
16th Street, N.W., Washington 6, D, C. Underwriter—
John C. Kahn Co., Washington, D, C.

Raindor Gold Mines, Ltd.
Jan. 28 (letter of notification) 290,000 shares of common
stock (par $1). Price—$1 per share. Proceeds—To prove
up ore and for road and camp construction, Office—At
Suite 322, 200 Bay St., Toronto, Ont., Canada, and c/o T.
Arnold, Wilson Circle, Rumson, N..J. Underwriter—
Sano & Co., New York, N, Y.
. Rassco Financial Corp. . S
June 26 filed $1,000,000 of 15-year 6% series A sinking
fund debentures due 1973, to be offered in denominations
of $500 and $1,000. Price—At par, Proceeds—For work-
:ing capital and general ‘corporate purposes. Underwrites
t-’—R.:-xssco Israel Corp.,, New York, on a “best efforts’

asis. E

-Richmond Cedar Works Manufacturing Corp.

; Jan. 14 (letter of notification) $171,500 of six-year 5.6%

convertible subordinated debentures to be offered ‘to
common stockholders of record Jan. 27, 1959 on the
basis of $100 of debentures for each 100 common shares
or fractional part thereof held; warrants expire Feb,
16, 1959. Price—At par. Proceeds—To purchase ma-

_terials and supplies, -equipment, etc., -Address—P, O,

Box 2407, Richmond 13, Va. Underwriter—None,

- "Richwell Petroloumn Lid., Alberta, Canada =
"June 26 filed 1,998,716 ghares of common stock (par $1)
" Of this stock, 1,174,716 shares are to be sold on behalf of
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the company and 824,000 shares for the account of cer=
tain selling stockholders. The company proposes to offex
the 1,174,716 shares for subscription by its shareholdersy
at the rate of one new share for each three shares heldd
(with an oversubscription privilege), The subscriptiora
period will be for 30 days following issuance of sukw
seription rights. Price—To be supplied by amendment.
Proceeds—To pay off demand note, to pay other indebt-
edness, and the balance if any will be added to workingg
‘capital. Underwriter —Pacific Securities Ltd., Van-
couver, Canada.

. % Ridge Citrus Concentrate, Inc., Davenport, -

- olk County, Fla. .

Feb. 12 (letter of notification) 238 shares of common
stock (no par) to be offered for subscription by stock-
holders. Price—$150 per share. Proceeds—For working
capital. Underwriter—None, gal8e8

"‘Rochester Gas & Electric Corp. :
Jan. 16 filed 280,000 shares of common stock (no par)
being offered for subscription by stockholders of recored -
Feb. 5, 1959, at the rate of one new share for each nines
shares, or portion thereof, then held; rights to expire .o
Feb, 24, Unsubscribed shares are offered to employees.
Price—$37.50 per:share, Proceeds—To be used in con-
nection with the company’s construction program, in-
cluding the discharge of short-term obligations, the pro-
ceeds of which were so used. Underwriter — The Firsh
Boston Corp., New York.

% Rocky Mountain Quarter Racing Association, Inc.

. Feb. 12 (letter of notification) 80,000 shares of common

stock. Price—At par ($1 per share). .Proceeds—Raca
track and for operating capital. Office—822 Majestioa
Bldg., Denver, Colo. Underwriter—None,

% Rosecroft Music Circus, Inc. :
Feb, 10 (letter of notification) 500 shares of common

. stock (par $100) and $100,000 of 5% debentures dua

Jan. 1, 1969 to be offered in units consisting of twa
shares of common stock and $400 prinecipal am t ol
debenture at $500 per unit. Price—Of .stock, $5G per
share; of debenture, at par. Proceeds—For working
capital. Office—6732 Holabird Ave., Dundalk, Baltimore.
22, Md. Underwriter—None,

Recaith Robbins Investment Corp.
Jan. 29 filed 475,000 shares of common stock. Price—$3.
per share. - Proceeds — For investments and workingj
capital. Business — Real estate investments. Office —
Alexandria, Va. Underwriter—None,

$t. Paul Ammonia Products, Inc.
Dec. 29 filed 250,000 shares of common stock (par 2%
cents), to be offered for subscription by common stock-

*-San Juan Mining . & .I');veloping Co. '

£4 ik . Feb. 9 (letter of notification) 1,000,000 shares of com:
Jan. 9 (letter of notification) 12,000 shares of common
.stock. (par $3). Price — $5 'per share. Proceeds — For :
working - capital. Office—Investment Bldg.,. Washington

mon " stock : (par $5). Price—30. cents per share. Pro-
ceeds—For mining “expenses. Office—Seventeenth St.,
Denver 2, Colo. Underwriter—None, ’ ;

" 'Sawhill Tubular Products, Inc. (2/25)
Jan. 30 filed 225,000 outstanding shares of common stocks
(no par value). Price—To be - supplied by amendment.
Proceeds—To  selling 'stockholders. Office—27 Counci®
Ave., Wheatland, Pa. Underwriters—McDonald & Co.,
gleveland, Ohio; and Kidder, Peabody & Co., New

ork. A

Selected Risks Insurance Co.

Jan. 23 (letter of notification) 8,500 shares of common.
capital stock. (par $10) to be issued to stockholders upon
exercise of warrants on the basis of one share for each
13 2/17th shares held (after giving effect to a stock di-
vidend of 11%5%). The warrants expire on March 16,
1959, Price—$35 per share. Proceeds—For working cap-
ital. Office—Branchville, N, J, Underwriter—None,

Service Life Insurance Co. e
Sept. 26 (letter of notification) 3,567 shares of common
stock (par $1). Price—$18.75 per share. Proceeds—To
go to a selling stockholder. Office—400 W. Vickery Blvd.,
Fort Worth, Tex. Underwriter—Kay & Co., Inc., Hous-
ton, Tex. .

Shares in American Industry, Inc.
Dec. 12 filed 50,000 shares of common stock. Price—A#
market. Proceeds—For investment., Office — 1033-30th
St., N. W., Washington 7, D. C. Investment Advisor—In-
vestment Fund Management Corp. Former Name—
Shares in America, Inc.

Sheridan-Belmont Hotel Co.
Aug. 19 (letter of notification) $250,000 of 6% convertible:
debentures due Sept. 15, 1963 to be offered for subscrip-
tion by common stockholders on a pro rata basis. Price—
At par. Proceeds—For working capital. Office — 3179
North Sheridan Rd., Chicago 14, Ill. Underwriter—Nonse.

Sire Plan of Elmsford, Inc., New York
Nov. 10 filed $250,000 of 6% 10-year debentures and 5,~
000 shares of 6% .participating preferred stock (par $50)
to be offered in units of a $50 debenture and one share
of preferred stock. Price—$100 per unit. Proceeds—For
acquisition of motels. Underwriter—Sire Plan Portfolios,
Inc., New York, :

S s “Arenas - (Delaware) Inc. .

port :
. Nov. 18 filed $2,000,000 of 6% 10-year convertible de-
bentures (subordinated), due Jan. 1, 1969. Price—To be

supplied by amendment, Proceeds—$750,000 to pay AMF
Pinspotters, Ine, for bowling alley beds; $350,000 to pay
for ether installations, fixtures and equipment; $85,000
fo expand two present establishments by increasing
the number of alley beds by eight at Yorktown Heighta
and :by six .at Wilton Manor Lanes, Fort Lauderdale;

. $300,000 for deposits on leaseholds, telephones and util-

Continued on page 42
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Continued from page 41

ities; and $395,000 for working capital. ' Underwriter—
None.
Sports Arenas (Delaware) Inc.
Nov, 18 filed 461,950 shares of common stock (par one
cent). Price—At the market (but in no event less than
$6 per share). Proceeds—To selling stockholders.. Office
33 Great Neck Rd., Great Neck, N. Y. Underwriter—
None.:
® Standard Security Life Insurance of
New York (3/3)
Feb. 9 filed- 200,000 shares of common stock (par $2).
Price—$7.50 per share. Proceeds — To increase capital
‘and surplus. Office—221 West 57th St., New York, N, Y.
Underwriters—Ira Haupt & Co. and Savard & Hart, both
of New York:
Standard Sign & Signal Co. (3/16) .
Dec. 17 (letter of notification) 300,000 shares of com-
mon stock, Price—At par ($1 per share). Proeeeds—
To promote and expand the development of the Safety
School - Shelter business, Office—c/o Brown Kendrick,
6130 Preston Haven Drive, Dallas, Texas. Underwriter
—=Sano & Co.,; New York, N. Y,
State Life, Health & Accident Insurance Co.
July 9 (letter of notification) 50,000 shares' of common
stock (par $1).  Price—$5 per share. Proeeeds—To be
4nvested in stocks and ‘bonds and to acquire other life
insurance compandes.’ Address—P. O. Box 678, Gulfport,
‘Miss. ‘Underwriter—Gates, Carter & Co., Gulfport, Miss.
% Statistical-Tab Accounting Bureau, Inc. :
.10 (letter of notification) 10,000 shares of common
.stock (par$1): - Price — $5 per share. Proceeds — For
working: capital.  Office—873 Spring St., N. W.; Atlanta
1, Ga. Underwriter—None. -

‘Strategic Mirierals Corp. of America, Dallas, Tex.

March 31 filed $2,000,000 of first lien mortgage 6% bonds
and 975,000 shares of common stock (par 10 cents). Priee
—TFor bonds; 95% ‘of princinal amount; and for stock $3
per share, Proceeds—To erect and operate one or more
chemical processing plants using the Bruce - Williams
Process' to beneficiate manganese ores. Underwriter—
Southwest Shares, Inc,, Austin, Texas.
® Talcott (James), Inc. (2/25)
Feb. 4-filed 150,000 shares of common stock (par $9).
Price—To be supplied by amendment. Proceeds — For
general corporate purposes. Underwriters—F'. Eberstadt
& Co. and White, Weld & Co., both of New York,

Texas. Instruments, Inc., Dallas, Texas -

Feb, 11 ‘filed- 691,851 shares of common stock (par $1)
-and 737974 shares of 4% cumulative preferred stock,
series 1959 (25 par—convertible on or prior to May 1,
1969), to'be offered in exchange for common stock of
‘Metals ‘& Controls Corp.
Thomas & Betts Co. (2/25) i

Feb. 5 filed 300,000 shares of common stock (par $1).
Price — To be supplied by amendment. Proceeds — To
selling stockholders. Business — Manufactures a broad
line of electrical raceway accessories and conductor con-
nectors of: basic.use in virtually all phases of the elec-
,_t;iczla{l industry. Underwriter—Smith, Barney & Co., New

ork. .

“TV- Junior Publications Inc. (2/27)

Jan. 26 filed 150,000 shares of common stock and warrants
for the purchase of an-additional 150,000 shares of com=-
mon stoek, to-be offered in units of one share of stock
and one warrant. Of this offering, 120,000 units will be
offered for the account of the company and 30,000 units
will be sold for-the account of selling stockholders, Price
—$2.50-per unit; Proceeds—To repay loans by company
officials and past-due payables owing chiefly to Promo-
tion Press; and-the balance for working capital and ex-
pansion-of circulation, Office—225 Varick St., New York.
Underwriter—Charles Plohn & Co., New York,

Union Bag-Camp Paper Corp.

Jan. 8 filed 23,282 shares of capital stock (par $6.66%3)
‘being: offered in exchange for shareg of capital stock of
Highland:'Container Co, in ratio of 0.58 share of Union
Bag: for one share of Highland. The offer will expire at
3:30: pam. (EST) on 'March 2, unless it is accepted prior
to its expiration of stockholders holding more than 25,000
of the outstanding shares, the exchange offer will be can-
celled. ‘If'the exchange offer is so accepted by the hold-
ers: of ‘more than- 25,000, but less than 36,000 such shares,
‘the exchange offe_r may ‘be cancelled at the option of
‘Union Bag-+by written or telegraphic notice to the ex-
change agent given on or before March 4.

United Employees Insurance Co.

April 16 filed 2,000,000 shares of common stock (par $5)
Price — $10 per share. Proceeds — For acquisition of
operating. properties, real and/or personal, including
office furniture, fixtures, equipment and office space, by
legse or purchase. Office — Wilmington, Del, Under-
writer—None, Myrl L. McKee of Portland, Ore., 1
President..

United Security Life & Accident Insurance Co.
Aug, .22 filed 120,000 shares of class A common stock.
Price—$3 per share. .Proceeds—To provide the reserves
‘required to be ‘held in life and accident insurance poli-
cies, and to pay. the necessary expenses in producing
insurance.. Office—Louisville, Ky. Underwriter—None.
Edmond M. Smith, is President.

United States Glass & Chemical Corp.
Nov. 26 giledt'mlf,';sor outstanding shares of common stock.
market. Proceeds — To selli
. Office—Tiffin, Ohio. Underwriter-——Non:.g a o

. *® U. S. Land Development Corp. (2/19)
gan. 16 -filed 1,055,000 shares of common stock. Price—
/At par.($1 per share). Proceeds — To be added to the
company’s general funds and used to develop Pineda
]
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Island and other properties that may be acquired. Under-
writers—Aetna Securities Corp., New York, and Roman
& Johnson, Ft. Lauderdale, Fla., on a best efforts basis.
® United States Pool Corp. (2/20)
Jan, 16 (letter of notification) 150,000 shares of common
stock (par one cent), Price—$2 per share. Proceeds—
For working capital and general corporate purposes. Of-
fice—27 Haynes Ave., Newark, N. J. Underwriter—Ross,
Lyon & Co., Inc., New York.

United Tourist Enterprises, Inc.
Jan. 28 filed 4,500,000 shares of class A common stock
(par 50 cents). Price—$2 per ‘share. Proceeds—For
development and construction of a “Western Village”
and for construction of a Grand Estes Hotel and Con-
vention Hall, to be constructed in the immediate vicinity
of Estes Park Chalet, located in-Larimer County, Colo.
Office — 330 South 39th Street,” Boulder, Colo. Under-
writer—Mid-West Securities Corp., Littleton, Colo. :

Uranium Corp. ot America, Portiand, Ore. © "'~
April 30, 1957 filed 1,250,000 shares of common: stock (pas
18 cents). Price—To be supplied by amendment: (ex-

pected to be $1 per share). Proceeds—For exploratior -

purposes. Underwriter—To be named by amendment
Graham  Albert Griswold of Portland, Ore., is Pres
\dent. : i
Utah Minerals Co. ‘
April 11 (letter of notification) 900,000 shares of com
mon stock. Price—At par (10 cents per share). Proceeds

" —For mining expenses. Office—305 Main St., Park City,
Utah, Underwriter—Walter Sondrup & Co., Salt Lake .

City, Utah.

Utah 0il Co. of New York, Inc.
May 6 (letter of notification) 300,000 shares of capita)
stock. Price — At par ($1 per share). Proceeds — For
development of oil and gas lands. Office—574 Jefferson

Ave., Rochester 11, N, Y, Underwriter—Frank P. Hunt .

& Co., Inc., Rochester, N. Y. -

% Valley Life & Casualty Insurance Co.

Feb. 6 (letter of notification): 150,000 shares of common
stock (par $1) to be offered to the general public and
to benefit insurance policy holders of the company.
Price—3$2 per share, Proceeds—For capital and surplus
accounts, Office — 1144 E. Washington St., Phoenix,
Ariz, Underwriter—None,

Venture Options, Inc.

Jan. 27 (letter of notification) 60,000 shares of common °

stock (no par). Price—$5 per share, Proceeds—To. be
deposited with member firms of the New York Stock
Exchange to guarantee Puts and Calls written by the
company and to cover expenses. Office—730 Fifth Ave.,
New York 19, N, Y. Underwriter—Barsh & Co., 663 Main
Ave., Passaic, N. J.
Walnut Grove Products Co., Inc.

Feb. 9 filed $500,000 of 6% sinking fund .debentures,
series ,B, due 1969. Price—100% of principal amount.
Proceeds—For ‘capital improvements. Office—Atlantic,
Iowa. Underwriter—The First Trust Co, of Lincoln, Neb,

+% Western Casualty & Surety Co. (3/5) .
Feb. 11.filed 100,000 shares of capital stock (par $5) to
be offered for subscription by holders of outstanding
stock at the rate of one new share for each five shares
held on March 5, 1959; rights to expire on March 19.
Price—To be supplied by amendment. - Proceeds—To
increase capital and surplus. Underwriters — Kidder,
Peabody & Co., New York; and Prescott, Wright, Snider
Co., Kansag City, Mo.

® Western Gas Service Co, (2/17-18) :
Jan. 29 filed 104,500 shares of common stock of which

it -is proposed to offer 4,500 shares. for subscription by :

certain employees. Price—To be supplied by amendment.
Proceeds—Together with other funds, will be used: fo

pay a short-term bank loan of $5,700,000. Office—9065 ..

Alameda Avenue, El Paso, Texas. Underwriter—Under-
wood, Neuhaus & Co., Inc., Houston, Texas.

Y White Stores, Inc., Wichita Falls, Texas

Feb. 18 filed $5,000,000 convertible subordinated deben~

tures, due March 1, 1979. Price — To be supplied by

amendment. Proceeds—General corporate purposes. Un- - , bt ¢
- W. Pressprich & Co. (jointly); Morgan Stanley &; Co.

derwriter—Merrill Lynch, Pierce, Fenner & Smith, Inc.

William Hilton Inn Co. ¢

Jan, 19 filed together with The William Hilton Trust,
$600,000 of trust participation certificates, 9,000 shares
of class A common stock (non voting), and 600 shares
of class B common stock (voting); to be offered in 600
units, each consisting of 10. certificates ($100 face
amount), 15 class A shares and 1 class B share, Price—
$1,160 per unit. Proceeds—Together with bank borrow-
ings, will be used to purchase from the Sea Pines Plan-
tation Co. a tract of approximately three acres of .ocean
front property on Hilton Head Island, to construct the
Inn, purchase all furniture, fixtures and equipment nec-
essary ‘to operate the Inn and to provide necessary
working capital (and to reimburse Sea Pines Plantation
for some $20,000 of costs advanced by it. Underwriter—
The Johnson, Lane, Space Corp., Savannah, Ga. .

Wilmington Country Club, Wilmington, Del.
Oct. 27 filed $500,000 of debentures due 1991 (non in-
terest bearing) and. 800 shares of common stock (par
$25) to be offéered to members of this club and of
Concord Ltd. Price—$375 per common share and $1,000
per debenture. Proceeds — To develop property and
build certain facilities. Underwriter—None.

Wyoming Corp.
Nov. 17 filed 1,449,307 shares of common stock. Of these
shares 1,199,307 are subject to partially completed sub-
scriptions at $2, $3.33 and $4 per share; and. the addi-
tional 250,000 shares are to be offered initially to share-
holders of record Nov. 1, 1958, in, the ratio of one new
share for each 2.33 shares held on that date. Price—$4
per share. Proceeds—$300,000 will be used for payments
on contract to purchase shares of International Fidelity

Insurance Co.; $325,000 for capitalization of a fire insur-
ance company; $500,000 for capitalization of a title insur-
ance company; $500,000 for additional capital contribu-
tion to Great Plains Development Co.; and $300,000, as
an additional capital contribution to Great Plains Mort-
gage Co. Office—319 E. “A” St., Casper. Wyo. Under-
writer—None, | : i tee

Prospective Oﬂerinmff

" Alabanra -Power Co. (4/30)

‘Dec. 10 it was announced that the company .plans the

issue and sale"of -$20,000,000 of 30-year first ortgage’
bonds. Proceeds — For construction program. ‘Under-
writer—To ‘be determined by competitive bidding. Prob-
able btdders: Halsey, Stuart & Co. Inc.; Lehman Broth-
ers; Eastman . Dillon, Union Securities & ‘Co., Equitable

* Securities Corp; and Drexel-& Co. (jointly); Harriman |

Ripley & Co., Inc..and Goldman, Sachs & Co.- (jointly);
Morgan -Stanley. & Co.; Blyth ‘& Co.; Inc..and Kidder,
Peabody & Co. (jointly); The First Boston' Corp. Regis-
tration—Planned for April- 3. Bids—Expected -to.be’te-
ceived on April 30, . - : : More s
A American Markets, Downey, Calif. il
Jan. 30 it was reported.that the company pians a -com-

s €
P 3

.~mon-stock offering. - Business-—Chain of grocery  stores.

Underwriter—J. Barth & Co.; San.Francisco, Calif. ‘Of-
fering—Expected.sometime in April. g
% Bank of Southwest N. A, Houston, Texas: . :
Feb. 9 it was announced Bank is ‘offering :to .its' stock-
holders of record.Jan. 20, 1959, a total of 62,500 addi-
tional shares of ‘capital stock (par $20) .on #he basis'of
one new share for.each 10 shares held; rights ‘to expire
on March 17,-1959.- Price—$40 per share. Proceeds—To
increase capital and surplus. ' . ! ri o
California Electric Power Co. (3/31) - - - P
Jan.- 21 it was announced that the company plans ‘the
issue-and sale of 300,000. shares of common stock. Pro-
ceeds—To repay bank loans-and for-expansion program.
Underwriter—To be determined by competitive bidding.
Probable bidders:Merrill Lynch; Pierce, Fenner & Smith
Inc.; The First Boston Corp., Carl M. Loeb, Rhoades &
Co. and Bear Stearns & Co. (jointly); White, Weld.&

- Co.; and ‘Kidder, Peabody & Co. Bids—To ‘be received

up to 9 a.m.. (PST) on March 31.

Central Bank & Trust Co., Great Neck, L. l.,.N.'Y.
Jan. 13 stockholders approved the sale of-an additional
38,503 shares of ,capital stock to stockholders of record
Feb. 20, 1959,.on.the basis of one new share foi:each
five shares then held. -Price—$20 per share.'Proceeds—
Te increase capital and: surplus..Underwriter—None.

Central ‘Power & Light Co. a8 s Y
Jan. 26 it was reported that the company plans:to sell
$11,000,000 of first .mortgage bonds. Underwriter—To; be
determined by competitive bidding. Probable bidders:
Halsey,Btuart & Co. Inc.; Blyth & Co., Inc.;’Lehman Bro-
thers and Glore Forgan & Co. (jointly); Kidder, .Peabody
& 'Co.; Merrill Lynch, Pierce, Fenner & Smith and Salo-
mon Bros. & Hutzler. (jointly); Kuhn, Loeb:& Co., A..C.
Allyn & Co., Inc.; and Bear, Stearns: & Co. .(jointly);
Eastman Dillon, Union Securities & Co. Bids—Expected
to be received somefime in April. e il
.- Chicago, Rock-Island. & Pacific RR. (2/24) . .-~
Bids will .be received by the company at 139 West Van
Buren St., Chicago s, IlL., up to noon (CST).on Feb. 24
for ‘the purchase from it ‘of $5,130,000 equipment  trust
certificates maturing semi-annually .from:Aug.-15, 1959
to: Feb. 15,:1974, dnclusive. - Probable bidders: Halsey,
Stuart & Co. Inc:; .Salomon Bros. & Hutzler nid

Columbia Gas ‘System, Inc. - R AR ol
Dee. 1 it was reported that the company ‘may issue and
sell additional common:stock in the first half of 1959.

' Proceeds—To repay outstanding bank loans. Underwriter

—To be determined by competitive bidding. ‘Probahle
bidders: Lehman “Brothers and ‘Eastman- Dillon, Union
‘Securities & Co:“(jointly);: Merrill  Lynch, Pierce; Fen-
ner & Smith; White, Weld & Co., Shields & Co. and R.

De Jur-Ansco Corp., New York' City 5
Jan. 27 it was.reported that the company is planning the
sale of .convertible -debentures  and-common _stock, but
details have -not .yet been worked out. Business—Manu-
facturer .and - distributor .of light meters; .cameras, -etc,
Underwriter—H. M..Byllesby.& Co., Inc., Chicago, IlL.

El Paso Electric Co. e e
Feb. 9 it was reported that the company is planning :the
sale of $3,500,000 of first mortgage bonds due:1989.Pro-
ceeds—For . construction . prograim. . Underwriter—To -be
determined by competitive: bidding. Probable bidders:
Halsey, Stuart & Co.; Merrill. Lynch, Pierce, Fenner &
Smith, Inc.; Stone & Webster. Securities Corp.; Kidder,
Peabody & Co.; White, Weld &, Co..and Shields &' Co,
‘(jointly) - Equitable Securities Corp. and: R. W. Press-
prich & Co.. (jointly). Bids—Expected to b= received
some time in May.. e

El Paso Electric Co. S Lt
Feb. 9 it was reported that the ‘company plans the sale
of 20,000 -shares. of ' preferred stock - (par $100).: Pro-
ceeds—For construction. program. Underwriter—To be
determined by competitive bidding. Probable bidders;
Eastman Dillon, Union Securities & Co.; Salomon - Bros.
& Hutzler & Co.; Kidder, Peabody & Co., and. White,
Weld & Co. (jointly); Merrill Lynch,. Pierce, Fenner &
Smith. Bids—Expected to be.received some time in’ May,

El Paso Electric Co. - $ilen
Feb. 9 it was reported that the company is also planning
an’ offering of common stock to common: stockholders an
the basis of about one new share for-each 25 shares:held,
Procceds—For : construction “program. Dealer-Manager
-—Stone & Webster Securities Corp., New York. :

1
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- Fiorida Power Corp. ] %

Feh. 4, w. J. Ciapp, rresident, announced that the cor-
poration is pianning to sell additlonal shares-of common
stock‘on the basis of one new share for each 12 snares
held... Proceeds—For construction expenditures. -Under-
“uters—Kidder Peabody & Co.. and Merrill Lyncn
Pierce, - Fenner & Smuh Inc.. Offering—Expecied in
June,

FXR, Inc., Woodsnde, N. Y.
Feb. 2 it was announced that eompany (for merly F&R
Machine Works) is considering some aaditional financ-
ing, but types of securities to be offered have not as yet
been determined. g
; Georgna Power Co. (9/10) ' :
Dec. 10 it was announced that the company - plans to issue
and sell $18,000,000 of 30-year first mortgage bonds. Pro-
ceeds—For ‘construction program.  Underwtiter—To be
determined by competitive bidding. Prohable bidders
Halsey, Stuart & Co. Inc.; Blyth & ‘Co., Inc., Kidder, Pea-
_body 'f&: Co. and Shields & Co: (~Jomtly) Lehman Broth-
‘er$; .The Pirst Boston Corp.; Morgan Stanley & Co.;
Eduitable Seourities Corp. and Eastman Dillon, Union
Securities & Co. (jointly); Harriman Ripley & Co. Inc.
Registration—Planned for Aug. 14. Bids—Expected to
be received on Sept. 10. ¢
‘Great Atlantic & Pacific Tea Co., Inc. ;
Déc. . 15 the- new. common - ¥oting stock, . outstanding
following- 10-for-1 _split was. listed on  the New York
Stock Exchange A. large secondary offering has been
rumored. Underwriters — May include: Blyth & Co.,
Inc.; Lehman Brothers and Smith, Barney & Co.
7 Guif Power Co. (4/2)
Dec. 10 it was annouriced that the company plans to issue
and sell $7,000,000 of 30-year first.mortgage bonds. Pre-
ceeds—For construcnon program.- Underwriter—To be
determined: by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc:; Merrill Lynch Pierce, Fenner
& ' Smith, SElo:nOn Bros. & Hutzler and Drexel & Co.
(jointly); Eastman Dillon, Union Securities & Co.:
- Equitable Securities Corp.; Kidder, Peabody & Co. and
White, Weld & Co. (]omtly) Blyth & Co., Inc. Registra-~
tion——-Planned for March 6. Blds—Expected to be re-
ceived on April 2. .
.8 Jersey Central Power & Light Co. .
Feb. '10. it was announced that the company is contem-
plating the sale of . $8,000,000 of first mortgage bonds.
Underwriters—To be determined by competitive bid-
ding. Probable bidders: Halsey, Stuart & Co. Inc.; White,
Weld & Co.;-Kidder, Peabody & Co.; Salomon Bros &
Hutzler and Meirill Lynch, Pierce, Fenner & Smith Inc.
(jointty);: Lehman Brothers and Blair & Co., Inc., (joint-
ly .~ Offering—Expccted during- the summer
Jubilee Records - i
Feb. 2 it was announced that the company plans the is-
suance and sale of $1,500,000 of convertible preferied
stock.” Proceeds,—For expansion. Office—1721 Broad-
way, New York, N. Y. Underwriter—Not yet named.
‘Kansas City Power & Light: Co.
Dec 29 it was reported that the company plans to issue
and sell' $20,000,000 of first mortgage bonds..Preceeds—
For construction program. Underwriter—To be “deter-
mined by competitive bidding: Probable bidders: Halsey,
Stuart. & 'Co. Inc.; The Tirst Boston. Corp..and Blyth &
Co., Inc.: ( Jomtly), Equitable Securities Corp.;. White,
Wcld & Co. and Shields & Co. (jointly); Kuhn, Loeb &
. Co¢y Salomon.Bros. & Hutzler and Eastman, Dlllon Union
Securities & .Co: (jointly); Lehman Brothers: and Bear,

Stearns & Co. (jointly), Ofl‘ermg—Expccted in May or.

.June

Kansas Gas & Electric Co. - 5

. March 31; G. W: Evans; Chairman, announced that com
pany plans to.'sell” some honds onginally scheduled for
‘mid-year-of 1958. The proposed sale was subsequently
deferred until early.1959. . Proceeds — About $8,000,000
for construetion program.Underwriter—To bedetermmcd

" byl competitive bidding. .. Probable - bidders:  Halsey
Staart ‘& Co. Ine; Kidder, Pcabody & .Co., and Merril
Lynch, - Pierce, -Fenner &  Smith . (jointly);. -Lehmar
Brothers, Eaetman Dillon, Union Securities & Co. ané
Stene & Webster Securities ‘Corp. {jointly); Glore, For
gan & Co., and Goldman Sachs & Co. (Jointly)

Louisiana Power & Light Co.

""Dec.-29 it was reported that the company plans to issue
and sell $7,500,000 of preferred stock (par $100). Under-
writer—To be ‘deterrainéd by competitive bidding. Prob-
alfle bidders: ‘Halsey, Stuart & Co. Ine.; Whité, Weld &
Co;, Blyth & Co., Inc. and Shields & Co. (Jomtly) Mer-
rxll Lynch, Plerce. Fenner & Smith, Kidder, Peabody &
Co,-and Harriman Ripley & Co., Inc (Jomtly) Salomon
Bros: & Hutzler;, Eastman Dillon Union Securities & Co.
and Equitable Securities Corp. (jointly); The First Bos-
ton Corp. and Glore, Forgan & Co. (jointly). Bids—Ex-
pected. to be received sometime in April.

® Miami Window Corp. (3/2-6)_

Dec. 15 it was reported that the company plans issuapee
and sale of $3,500,000 629 debentures due 1974 (with
attachable - warrants—each $l 000 debenture to carry a
warrant to buy 200 shares :of common stock at $3 per
share) and 150,000 shares of 70-cent  convertible pre-
ferred stock (par $8). Price—Of debentures, at par; and
of preferred, $10 per share. Underwriters — Cruttenden,
Podesta & Co., Chicago, Ill: and Clayton Securities Corp.,
Boston, Mass.

Mississippi Power Co. (6/25)
Dec, 10 it was announced -that this company plans to
issue and sell $5,000.000 of 30-year first mortgage bonds
Proceeds—For construction program. nderwriter—To
be ‘determined by cempetitive: bidding. Prohable bid-
ders: Halsey, Stuart & Co. Inc.; Eastman Dillon, Union
Securities & Co. and- Equ1table Securities .Corp, (joint-
ly); ‘Merrill Lynch, Pierce, Fenner & Smith; Kidder,
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Peabody & Co. and White, Weld & Co. (jaintly). Regis-
tration—Planned for May 29. Bids—Expected to be rex
ceived on June 25,
Monongahela Power Co. (3/31) )

Dec. 29 it was reported that the company plans the sale
of about $16,000,000. of first mortgage bonds. Proceeds—
For construction program. Underwritér—To be deter-
mined by competitive bidding. Probable bidders: Halsey,
Stuart & Co. Inc:; Eastman Dillon, Union Securities &
Co. and Salomon Bros. & Hutzler (jointly); Harriman
Ripley & Co., Inc.; Equitable Securities orp w. C.
Langley & Co and The First Boston Corp. (joinrtly),

Merrill Lynch, Pierce, Fenner & Smith; Kidder, Peabody -

& Cu. and: White Weld & Co. (Jomtly) Bids—Expected
to be received on March 31,

National State Bank, Newark, N. J.

Jan. 27 stockholders were offered 80 000 shares of com-
mon stock on the basis of onc new share for each six
shares then held as of Jan, 23; rights to expire.on Feb.
16. Price—$50 per-share. Proceeds—To increase capltal
E#‘ldl surplus.. Underwriter—Clark, Dodge & Co.,

ork.

North American Equitable Life Assurance Co.
Dec 1 it was announced that the company plans an of-
fering of 950,000 shares of capital stock. Price — $10 per
share. - Proceeds—To increase capital and surplus. Un-
derwriter—John M. Tait & Associates, .Clncmnati 0h10

Northern ' lllinois Gas- Co.

Dec. 12 it ‘was reported ‘that the company will sell in
1959 about $35,000,000 of new securities, 1nclud1ng some
first mortgage bonds; addition, there is a possibility
of a preferred stock issue. Proceeds—For capital ex-
penditures. Underwriter—To be determined by com-
petltive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Bhe First Bosfon Corp.; Gloxe, Forgan & Co.;
Blyth & Co., Inc.

Northern States Power Co. (Minn,)

Dec. 3, Allen S. King, President, announced that the

company plans about the middle of 1959 to put out a
common stock issue and possibly a $15,000,000 preferred
steck issue if there is a satisfactory market. Proceeds—
To repay bank loans and for construction program. Un-
derwriter — To be determined by competitive bidding
Probable bidders (1) For preferred stock: Blyth & Co.,
[ne. and The First Boston Corp. (jointly); Lehman Broth-
ers and Riter & Co. (jointly); Merrill Lynch, Pierce,
Fenner & Smith; Harriman Rlpley & Co., Inc. and East-
‘man Dillon, Union Securities & Co. (Jomtly) Kuhn,
Loeb & Co. (2) For common stock: Lehman Brothers
and Riter & Co. (jointly); The First Boston Corp., Blyth
& Co., Inc. and Kuhn, Loeb & Co, (jointly); Whlte Weld
& Co. and Glore, Forgan & Co. (jointly); Mernll Lynch
Pierce, Fenner & Smith,

Ohio Power Co. (3/30)
Feb. 9 it was reporfed that the company plans the issu-
ance and sale of '$25,000,000 first mortgage, bonds due
1989. Proceeds — For construction program. Under-
writer—To be determined by competitive bidding. Prob-
able bidders: Halsey, Stuart & Co. Inc.; Kidder, Pea-
body & Co. and Merrill Lynch, Pierce, Fenner & Smith
Ine. (jointly); Eastman Dillon, Union Securities & Co.
and Salomon Bros. & Hutzler (]omtly) Harriman Ripley
& Co. Inc., and Stone & Webster Secuuties Corp, (joint-
ly); Blyth ‘& Co., Inc. Bids—Expected to be received up
to 11 a.m. (EST) on March 30.

Our River Electric Co., I.uxemburg
Dec. 22 it was reported that-this company plans to offes
$10,000,000 of bonds. Underwriters—The First Boston
Corp. and Kuhn, Loeb & Co., both of New York.

Penn-Texas Corp.
Tan. 28, Alfons Landa, President, said the company may
offer 1ts stockholders $7 000,000 addltional capital stock
through subscription rights. Purpese—To acquire Fair-
banks, Morse & Co. common stock. Underwriter—Bear,
Stearns & Co., New York,

® Pennsylvania Electric Co.

Feb. 10 it was announced that the company is planning
the sale of $15,000,000 of first mortgage bonds. Un-
derwriter — To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Equitable
Securities Corp.; Kidder, Peabody & Co.; Eastman Dillon,
Union Secuntles & Co., Merrill Lnych Pierce, Fenner
& Smith Inc, and White, Weld & Co. (Jomtly) The First
Boston Corp. and Harriman Ripley & Co, Inc, (jointly).
Offering—Expected about mid-year,

Public Service Electric & Gas Co. (6/2).

Jan. 30 it was reported that the company plans sale of
$30,000,000 to $40,000,000 debentures. Underwriter—To
be determined by competitive bidding, Probable bidders:
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Kuhn
Loeb & Co. and Lehman Brothers (jointly); Morgan
Stanley & Co. and Drexel & Co, (jointly). Bids—Ten-
tatively expected to be received on June 2.

Puget Sound Power & Light Co.
Feb. 6 it was announced company plans to issue and sell
$10,000,000 preferred stock this Spring. Proceeds—For
construction program. Underwriter — May be Merrill
Lynch, Pierce, Fenner & Smith, Inc., New York.

Ritter Finance Co.
Feb. 9 it was reported that the company plans early
registration of an undetermined amount of stock, prob-
ably to take the form of a convertible preferred stock
issue, Underwriter—Stroud & Co., Inc., Philadelphia,
Pa. Reglstrahon—Planned for this month Offering—
Expected some time in March.

® Ryder System, Inc. (3/2)

Jan. 12 it was reported that the company plans the issu-
ance and sale of 150,000 shares of common stock (par $5).
Proceeds—For acquisitions. Underwriter—Blyth & Co.,
Inc., New York. Offering—Expected any day.
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Southern Electric Generating Co. (5/28)

Dec. 10 it w;gs annotinced that the company plans to issue
and sell $25,000,000 of 30-year first mortgage bonds.
Proceeds—For construction program. Underwriter—To
be determined by competitive bidding. Probable bid-
ders: Halsey, Stuart & Co. Inc.; Eastman Dillon, Union
Securities & Co. and Equitable Securities Corp. (jointly);
Merrill Lynch, Pierce, Fenner & Smith; Kidder, Peabody
& Co. and White Weld & Co. (Jomtly) Registration—
l;’alannéaéi for May 1. Bids—Expected to be received on
May

Southwestern Electric Power Co.

Jan. 26 it was reported that this company - (formerly
Southwestern Gas & Electric Co.) plans the issuance and
sale of about $16,000,000 of first mortgage bonds. Under-
writer—To be determined by competitive bidding. Prob-
able bidders: Halsey, Stuart & Co. Inc.; Merrill Lynch,
Pierce, Fenner & Smith Inc. and Eastman Dillon, Union
Securmes & Co. (jointly); Equitable Securmes Corp.;
Lehman Brothers; Kuhn, Loeb & Co.; Blyth & Co. Inc.
Bids—Expected to be received in Apnl ‘or May.

Texas Eastern Transmission Corp.’ b e

Dec. 11 it was announced by W. Hargrove, Vice-Presi-

dent, that the corporation plans to raise about: $90,000,-

000 through the sale of new securities (tentative plans

call for the sale of bonds, debentures and preferred

stock). Proceeds—To refund $30,000,000 of outstanding

bank loans, and the balance will be used. for capital ex~

%endxtures Underwriter—Dillon, Read & Co. Inc., New
ork.

Texas Gas Transmission Co.

Jan. 13 it was reported that the company has flled an
application with the Federal Power Commission cever-
ing $40,000,000 of additional financing. It is believed
that $10,000,000 of this new capital will be raised via a
common stock offering and the rest will consist of first
mortgage bonds. Proceeds—For expansion program: Un«
derwriter—Dillon, Read & Co., Inc., New York. Ofler-
ing—Not expected for some time. ;

% United States National Bank, Portland, Ore.

Feb. 16 it was reported that in connection with the pro-
posed merger between this Bank and the First National
Bank of Baker, Ore, that the Bank plans to issue an
additional=23,000 shares of common stock on the basis
of one new share for each 49 shares held. Pnce—-$50 per
share. Proceeds—To increase capital and surplus,

Uptown National Bank of Chicago
Jan, 15 the Bank offered to its stockholders of record
Jan. 15, 1959 the right to subscribe for 10,000 -additional
shares of capital stock (par $25) at the rate of one new
share for each five shares held; rights to expire on March
5. Price—$35 per share I’roceeds—-—'ro increase capital
and surplus. i -

Venezuela (Government of)

July 1 the Government announced. that Kuhn, Loeb &
Co. and Kidder, Peabody & Co., both of New York, have
been selected as financial advisors to develop a financial
program for the country. As a first step in :the pro-
gram a short-term credit is being negotiated between: the
government in cooperation with the two investment
banking firms and a syndicate of commiercial banks in
the United States, Canada and the .United Kingdom.
The three institutio.s which are to head this syndicate
are The Chase Manhattan Bank, The First National City
Bank of New York, and Bank of America National Trust
& Savings Association. The Chase Manhattan Bank will
be the fiscal ageni far the credit. The amount of the
new financing involved is in the neighborhood of $250,=
000,000. - The purpose is to restore government balances
which have been reduced by the repayment of excessive
short term obligations previously incurred. -

Virginia Electric & Power Co. (6/2)

Jan. 5 it was reported that the company plans the sale
of from $20,000,000 to $25,000,000 of additional common
stock. Proceeds—For construction program. Under-
writer—To be determined by competitive bidding.” Prob-
able bidders: Merrill Lynch, Pierce, Fenner & Smith;
Stone & Webster Securfties Corp. Blds—Expected to
be received on June 2.

West Penn Power Co. (5/26) . .
Dec. 29 it was reported the company contemplates the
issue and sale of about $15,000,000 of first mortgage bonds.
Underwriter—To be determined by competitive bidding,
Probable bidders: Halsey, Stuart & Co. Inc.; Lehman
Brothers and Eastman Dillon, Union Securities‘& Co.
(jointly); The First Boston Corp. and Harriman Ripley
& Co. Inc. (jointly); Kidder, Reabody & Co. and White,
Weld & Co. (jointly). Bidb—Expected to be received
on May 26. )

Wisconsin Power & Light Co. (4/15)

Jan. 12 it was reported that the company contemplates
the sale of $14,000,000 first mortgage bonds. Underwriter
—To be determmed by competitive bidding. Probable
bidders: Halsey, Stuart & Co. Inc.; Smith, Barney & Co.
and Robert W, Baird & Co. (]omtly) Equltable Securi=
ties Corp. and Eastman Dillon, Union Securities & Co.
(jointly); White, Weld & Co., Kidder, Peabody & Co.
and Salomon Bros. & Hutzler (]ointly) "The First Boston
Corp. Bids—Expected to be received on April 15. Regis-
tration—Planned for March 9.

Worcester Gas Light Co. :

Aug. 18 it was reported that the company plans the sale
of $5,000,000 first mortgage bonds. Proceeds—For con-
struction program. Underwriter—To be determined by
competitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Estabrook & Co. and Coffin & Burr, Inc.
(jointly) Kidder, Pembody & Co. and White, Weld &
Co. (]omtly)

o |
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PO PR . The followng statistical tabulatio duction and other figures for the
lndlcatlons ofcurrent e owing stalistical tabulations cover production and other figures for

latest week or month available. Dates shown in first column are either for the

B“Si ness ActiVity week or month ended on that date, or, in cases of quotations, are as of that dates

Latest Previous Montb Vear Latest Previous Year
AMERICAN IRON AND STEEL ANSTYTUTE: Week Week Ago Ago Month Month Ago
xndExcaiwdl SLtettﬂ operations (per cent capaeity) o eeevemeeaFel, 22 £86,1 “83.7 72.6 50.9 | BANKERS’ DOLLAR ACCEPTANCES OUT-
quivalent to— : STANDING — FEDERAL RESERVE BANK
Bteel ingots and castings (net tons)e———___._.. SR— 12,0 §2,439,000 #2,371,000 2,056,000 1,373,000 or'“ NEW YORK—As of Dec. 313
AMERICAN PETROLEUM INSTITUTE: Imports £ $254,362,000 $250,822,000 $273,410,000
Crude oil and condensate output—dally average (bbls. of - Exports ... - 349,303,000 347,699,000 - 455,531,000.
42 gallons each) b, 6 7,213,320 7,107,135 7,051,835 6,858,285 |  Domestic shipments .____.________________  15057,000 15,861,000~
Crude runs to stills—daily average (bbls.).wueomcmcacae— feh. 6 18,025, #8,140,000 8,245,000 7,325,000 Domestic war credits 229,289,000 - 249,314,000
Gasoline output (bbls.) ‘eh. 6 26 27,514,000 28,689,000 26,047,000 | ~Dollar exchange 82,920,000 94,250,000
Kerosene output (bbls.) Feb. 6 3 2,957,000 3,102,000 2,587,000 | Bascd on goods stored and shipped between
Distillate ‘fuel O‘ixl ougnut ‘,':',;}"’ seh. 6 14,972,000 14,532,000 12,045,000 foreign countrics 262,667,000 - 250,882,000 236,688,000
Resldual fuel oil output (bbls.) Feb. 6 6,761,000 7,600,000 7,549,000 7,431,000 -
Btocks at refinertes, bulk termmallls. in ;t;;mlt,-ln pipe lineg— # i '00 Total 1,193,598,000 1,208,828,000 1,307,379,000
Finished and unfinished gasoline (bbls.) @feememmsmmmafeh.’ 6 199,070,000 197,511,000 190,024,000 208,043,000 | ysrsnES: ENT R 5
Eerosene (bbls.) at Feb. G 20649000 20910000 25363000 21,580,000 | *USEE, TNENTORIES — DEPT. OF ;eoaL
Distillate fuel ofl (bbls.) at Feh. 6 92,018,000 96,745,000 119,107,000 117,552,000 (Millions of doliars . : f
Residual fuel ofl (bbls.) at. Feb. 6 55824000 57,867,000 59,991,000 57,627,000 | prinueactiiine ¢ -
ABSOCIATION OF AMERICAN RAILEOADS: Whi oo A o SN OO0 L1 00
Revenue freight loaded (number of cars) —Feh. 565,397 582,636 550,090 532,396 | gt - : e 321005 12800
Revenue freight received from connections (no. of cars)—Fch. 551,334 553,602 476,381 525,443 r - ) )y , 30!

CIVIl, ENGINEERING CONSTRUCTION — ENGINEERING Total <ol it il S $85,000 #$84,900 $91,000
To?sg“(ls.-léF(égx!x{s?ﬁ!rf'n" Feh. $346,236,000 $284,240,000 $301,583,000 $208,683,000 (?"‘": I_'JA‘_IGI.\'{ﬂl-.‘lllA_\"G ’(}0. ‘STR’(ICTION — EN-
Privade construction Feb. 207,543,000 154,541,000 125,058,000 97,918,000 GINEERING .I\I-,“S-RI-.COBD—Month of
Public construction Feb. 138,693,000 129,699,000 176,525,000 110,765,000 January (000's omitted): X ¥
State and municipal Feb. 96,095,000 107,877,000 128,415,000 83,929,000 |  Total U. 8. construction.. i $1,641,101  $1,459,159 = $1,258,812
Federal Feb. 42,598,000 21,822,000 48,110,000 26,836,000 E;il‘f;w crmft!'ll&twn e 685,529 L 5 521,201
= p blic construction .. . 955,572 6,353 737,642
U. 8. BUREAU OF MINES): 0 L ) , 137,
°%’§h&'3$5? ’gong,l and lignite l(’tons),___-_....-___..--..—-_--.Fch. 3,300,000 8,585,000 8,195,000 7,460,000 %ﬁ}‘;ﬁﬁ.{i“d municipal ... i 633.95; 'llgq.g‘;g (115(13.213
Pennsylvania anthracite (tons) Feb. 376,000 521,000 546,000 413,000 S OSE L‘lAl APE 7' i 5 300,61 6, ,334
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE ” I b ERAL RESERY e A R oD
SYSTEM—1947-49 A:;:Jl::lﬂ=w0- ----------- ——==eFeb, . 108 106 “ 4s of Dce. 31 (000's omitted).___________ $840,000 $940,000 $551,000,
EDISON ELECTRIC INST! 7 ) ’ # CONSUMER: CREDIT OUTSTANDING—BOARD .
Electric output (in 000 kwh.) Feb. 13,156,000 13,324,000 13,554,000 12,417,000 OF GOVERNORS OF THE FEDERAL RE.
FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN & 3 SERVE SYSTEM—REVISED SERIES—Esti-
BRADSTREET, INC. . Feb, 12 292 271 294 319 ;lmmg;l.short and intermediate term credit
ON AGE COMPOSITE PRICES: n millions as of Dee. 31: 3
mleshed steel (per Ib.) Feb. 6.196¢ 6.196¢ 6.196¢ 5.967¢ Total consuner credit $45,068 $43,464 $44,774 °
Pig Iron (per gross ton) Feb, $66.41 $66.41 $66.41 $66.42 Instalinent credit = 33,865 33,126
Bcrap steel (per gross ton) Feb. $43.63 $43.83 $40.50 $37.33 glr'.‘t.omobilc S, i 14,131 14,066
: i it e gy her consuiner g 8,528
")gfc‘:ﬁ:f%g%%p(p%rf M, J. QUOTATIONS): Ropairs dnd modernization loans J 2,146
Domestic. refinery at Feb. 29.600c 29.600¢ 28.600¢ . 24.500c NPC."“‘if‘;“ 10‘:""' -
Export refinery at Feb. 28.225¢ 28.850¢ 27.225¢ 20.450¢ onlnstulment credit
Lead (New York) at : Feh. - 11.500¢ 12.000c 13.000¢ 13.000¢ igle pay: i
Lead ((st, Louis) at Feb. 11.300¢ . 11.800¢ 12.800¢ 12.800¢ g"f""ﬁt l}“é’};"%
tZinc (delivered) at, Feb. 12.000¢ 12.000c¢ 12.000c 10.500¢ crvice credit .. ——
Zinc (East St. Louis) at Feh. 11.500¢ 11.500¢ 11.500¢ 10.000¢ | COPPER INSTITUTE—Tor month of December:
Aluminum (primary pig. 99.5%) at Feb. 24.700c 24.700c¢ 24.700c 26.000¢ Copper production in U, 8. A.— :
Straits tin (New York) at Feh. 102.000¢ 101.500¢ 99.000¢ 92.750¢ Crude (tons of 2,000 pounds). ... . 105,340 102,525
MOODY’S BOND PRICES DAILY AVERAGES: soclned: (foie of 2,000 puunds)- 146,978 128,048 136,135
4 . X : ;. =3 .6 94.5 eliveries to fubricators—
H\.msrh cém;‘:)rrmgf:t% Bondg.- gg gé 3,5,.‘62; 95.33 In U. 8. A. (tons of 2,000 pounds) 116,310 #131,188 80,641
Avel g P 5 93'57 ey 102.80 Refined copper stocks at end of period (tons
Aa ; 2.6 92.: : 99.84 of 2,000 pounds).... 80,722 93,596 181,024
A : K 96.23 | COTTON SPINNING (I . OF COMMERCE:
Baa 3 3.5 .91 - 5.6 Spinning spindles in place on Jan, 2 20,681,000 20,726,000 21,075,000
Railroad Group 4 s ' i I 4 92. Spinng spindles active on Jan. 2. 17,616,000 17,611,000 18,144,000
Public Utilities Group 3 K 9,23 .6 .0¢ Active sqlrxdle hours (000's omitte 02 9,453,000 8,389,000 7,309,000
Industrials Grou, 3 i 4 .6 X % Active spindle hours for spindles in place Dec. 378.1 419.4 365.4
p =
MOODY'S BOND YIELD DAILY AVERAGES: DEPARTMENT STORE SALES SECOND FED-
U. 8. Government Bonds 4 i _ERAL RESERVE ' DISTRICT FEDERAL
Average corporate RESERVE BANK OF NEW YORE—1947-49
Aaa Average == 100—Month of December: §
Aa . Sales (average montnly), unadjusted 222
A Sales (average daily), unadjusted.._. i 227
BMi Sales (average daily), seasonally adjusted___ 128
Railtoad Group EMPLOYMENT AND PAYROLLS—U, S, DEPT.,
Eubile. Dtiillles_Group OF LABOR—REVISED SFRIES—Month of
ustrinls: Group December:
MOODY'S COMMODITY INDEX. . i 385.4 All manufacturing (production workers) 11,908,000 ‘11,960,00? 114;3383
NATIONAL PAPERBOARD ASSOCIATION: Durable goods ... - 6,728,000 fG.’721,00‘ 7,153,
Orders received (tons) : 345,179 293,331 +1316,150 309,914 ] Nondurable goods 5,180,000 #5,239,000 5,296,000
Production (tons) : 298,371 293,826 303,880 251,516 | Employment indexes (1947-49 Avge { .. he
Percentage of activity. Tely. 93 92 178 83 All manufacturing _____ 96.3 96.7 100.6
Unfilled orders (tons) at end of period——.____ — 431,708 375,635 11416,078 395,797 | Payroll indexes (1947-49
OIL, PAINT AND DRUG REPORTER PRICE INDEX— All manufacturing . 160.1 #158.1 157.3
1949~AVERAGE~— 100 Feh 111.10 110.10 110.57 108.67 Estimated number of emp*oyec.s in manufac- -
T * X ¢ ; 3 turing industries—
ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- . . All manufacturing - 15,715,000 #15,765,000 16,302,000
BERS, EXCEPT ODD-LOY DEALERS A1) SPEs 2 Durable goods ... ~ 8,969,000  *8,958,00C 9,429,000
Transactions of specialists in stocks In which registered— Nondurable goods —. = 6,746,000  *6,807.000 6,873,000

Total purchases Jan, 2 2,749,880 3,030,260 1,431,270 1,478,680 (UFACTURERS® INVE o AND, SAKKS
Bhort sales : Jan.24 442,720 565,090 226,040 311060 | 2 i Ve T e KINBITORYRE ANy BAxES
Total “ fﬂ = Jan. 2,235,550 2,563,620 1,145,050 1,096,820 Month of November (millicns of dollars):
Lal eales ; Jan 2,678,270 3,128,710 1,371,090. 1,407,880 | ppventories—
01:1’135{ ;ransaxcltlons initiated on the floor— Durables $217,906 ©$27,932 $31,511
al purcnases Jan 545,690 491,330 208,370 395,200 i T = e e ’
shgrt sales Tan 42/200 56,700 14000 48,800 Nondurahles - 21,433 21,405 22,360
Other sales Jan, 468,340 526,890 211,240 282,650 Tty S0, . Ei9aaT prryes

Total sales a1 510,54 583,590 225,24 31,450 e 49,3 9
Other transactions initlated off the {l0oT— Jax, 910,b20 583, 1240 aat, Sales 27,627 #27,153 27,221

Total purchases Jan 846223 993 413,200 600435 | PLRSONAL INCOME IN THE UNITED STATES
Short sales Jan. 175,020 104,650 81,500 175250 (DEPARTMENT OF COMMERCE)—Month
Other sales Jan. 1,035,970 1,032,569 361,660 605,928 of December in billions: :
Total sales - Jan, 1,150,990 1,217,219 443,260 781,178 | Total personal income ; "$360.4
Totai round-lot transactions for account of members— e ISR % ! Wage and salur(,\{ receipts, total & :%3'0
Total purchases . Jan, 141,793 052,84 47, Commodity producing industries. B .3
Short sales Jan. 4'599:940 4’232:228 2.’321’248 2'5:;%'38 Distributing industries i #63.9
Other sales ... Jan, 3,739,860 4,123,079 1,717,950 1,985,398 | Service industries : 134.2
Total sales \ Jan. 4,339,800 4,929,519 2,039,590 2,520,508 Covernment: ! a3
S8TOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- ! -oprietors and 1 6 575
LOT DEALERS AN SEECIALISTS N N . §Yo0 . e e = T
EXCHANGE — SECURITIES EXCHANGE COMMISSION: Total, transfer payments. 26,6
Odd-lot sales by dealers (customers’ purchases)—t ' - - .

Less employees’ contribution fi pecial in-
Number of shares Jan.24 2233610 2,471,409 884,168 1209909 | guramce oo contribution for special in i

Dollar value Jan.24 $110,987,325 - $124,660,797 47,440,763 50,423,752 i . e ] #343.6
Odd-lot, purchases by dealers (cuslomers’ saies)— ’ e % $50:423,753 | Total nonagricultural income_— ’ aea

Number of orders—Customers' total sales . Jan.2 1,877,342 2,046,854 866,043 917,54 | PRICES RECEIVED BY FARMERS — INDE
Cust, s’ short sales : Jan. 24 5816 '905 4279 21818 %gal:sultqﬁ fg,f;_,%ki‘; o; DAGRII;,.UL-
Customers’ other sales Jan. 24 1,871,526 2,039,949 861,764 896,036 | 4 o et 8 .0f Dec, 15

Rnt‘ilg‘l‘ljafo ::L‘i:s S Jan. 24 $92,799,000 $102,410,496  $44,494109  $40,658,571 Crops Protuc
Number of shares—Total sales Jan. 24 469,310 492,000 285,840 249,570 Gommercial, yogotables; Iren
Jan, 24
Other sales Jan. 24 469,310 492 285.84 y TFeed, prains and hay.
Round-lot purchases by dealers— ! 92,000 85,840 Food grains
Number of shares Jan. 24 827,560 914,450 287,725 542,870 g’gl‘"h‘earm —
TOTAL ROUND-LOT STOCK SALES ON THE N. Y. STOCK o
EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS "Tobacco
FOR ACCOUNT OF MEMBERS (SHARES): ? Livestock
Totaslhround-}ot. sales— Dairy prgc;uczé
ort sales Jan 704,390 895,990 380,430 956,310 : Is
pother sales Jan. 19,592,360 21,512,010  8,939.200 11,296,480 e s
an 20,296,750 22,408,000 9,319,630 2,252,
WHOLESALE PRICES, NEW SERIES — U, B, DEPT. OF ; 1222750 | Waal g
LABOR — (1947-49 = 100): : : ' UNITED STATES EXPORTS AND IMPORTS
Commodity Group— BUREAU _OF CENSUS — Month of Oct.
Koo eenai g gt T g a2 US| bty Soeedi? $1509,100  $1361700  $1,674,400
fdren : Yool : ;’eb- 10 107.9 *108.3 1051;.0 g oS 132,; Imports 1,141,800 1,074,300 " 1,147,900
eb:10 - 101.0 102.3 103.2 100.6 | UNITED STATES GROSS DEBT DIKECT AND ’ 8 !
All commodities other than farm and foods. Feb. 10 127.6 *127.5 127.3 125.8 GUARANTEED—(000’s omitted): 3 tot

* d f 1 ; ) As of Jan. 31 $285,906,727 $283,031,201 $274,655,790

Revised figure. fIncludes 907,000 barrels of foreign crude runs. §Based on new annual capacity of 147,633,670 tons General funds balance 5,918,394 4,961,203 3,505,103

@s of Jan. 1, 1959, as against Jan. 1, 1958 basis of 140,742,570 tons. fNumber of orders not reported since introduction of . \

Monthly Investment Plan, fPrime Western Zinc sold on deliv ered basis at centers where freight from East St. Louis exceeds Net debt $279,988,333 $278,069,993 $271,150,687

one-half cent a pound. f{Ten days ended Jan. 10, 1959, . ) Computed annual rate.._ s b 2.704% 2.689% 2.860%

s , . = i e B T e ke St g e
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Wellington Equity
Resources Reflect
$3 Million Gain

Wellington Equity Fund,

mutual fund, which began opera-
tion on October 23, 1958, is now in
a fully invested position, and
based on management’s appraisal
of -the outlook for business and
common
stocks totalling 90% of resources
in 14 major industries, Walter L.
Morgan stated in the report w?_icl%
irs

securities  prices, has

accompanied - the
quarterly dividend.

Fund’s

“Mr. Morgan also reported that’
as'a result of market appreciation
and.. continued. investor -demand
for: its- shares, Wellington Equity
Fund resources now total $36,653,~
000, an increase of over three mil-

- lion dollars since the fund started

operations. .

The securities listed in the Wel-
lington Equity. Fund’s ‘quarterly
report were carefully selected to
serve the ¥und’s primary aim of
long-term growth. of capital and
future income, Mr."Morgan stated.

“For many months,” Mr. Mor-
gan added,*‘the fund’s investment
manager made a“thorough: review
of "the records of hundreds of
leading corporations as the pre-
liminary step to‘the investment of
shareholder funds. The experi-
enced research - staff thoroughly
company,
searching for those with the abil-
ity to earn- profits, development
of new products and services, fu-
ture demand for products, and
well-directed research programs.

“The goal was to select those
and companies with
outstanding prospects for future
growth, through excellent man-
agement and contingial plow-back
of profits. Companies in such in-
dustries such as chemicals, drugs,
electrical equipment, office equip-
ment, oil, paper and rubber meet
these standards and were included

investigated each

industries

in our list.

“Companies in such basic indus-
building,
nonferrous metal and steel were
also included in the Fund’s list,
for possible capital appreciation.
Management has emphasized the
selection of strong companies in
these industries, which are ex-
pected to be especially responsive
to the continuing business recov-

tries. as automobiles,

ery expected in 1959.”

E. W. Behrens Opens

SIOUX FALLS, S. Dak.—Ewald
W. Behrens is conducting a secu-
rities business from' offices at 306
South Phillips Avenue under the
firm name of E. W. Behrens & Co.

EITHER PROSPECTUS
FREE ON REQUEST

Incorporated
Investors
ESTABLISHED 1925
A mutual fund investing in a
list of sccurities selected for
possiblc long-term growth of

capital and income.

Incorporated
- Income Fund

A mutual fund investing in a
list of securities for current
income.

.. A prospectus on.ecach
" . fund is available from
your investment dealer.
THE PARKER CORPORATION
200 Berkeley Street
‘Boston, Mass,

————-——i————--l
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 Muiual Funds

By ROBERT R. RICH

Bullock Fund-
- Had 23.8% Gain
In Net Asset Value

Net asset value per share of
Bullock Fund, the growth fund
in the Calvin Bullock group, in-
creased 23.8% in fiscal 1958 -after
crediting the distribution of 60
cents per share from capigal gains,
Hugh Bullock, President, told
shareholders ' in  the * company’s
26th annual report just issued.
Net asset value -per share was
$13.07 on Nov. 30, 1958, as against
$11.04 at the end of November,
1957, he -<aid. A b L

Total net assets of the fund
reached a-new high of $45,094,983
on Nov. 30, 1958, end of the fiscal
year, as compared with $31,784,«
253 at the end of the 1957 fiscal
year, he added.: »

“The increase of $13,310,730 in
total net assets reflects both a rise
in the market value of its invest-
ments as well as an increase of
571,263 in the number of shares
outstanding,” Mr. Bullock said,

Commenting on the past year
Mr. Bullock noted that, “the
exuberant rise of the stock mar-
ket in recent months has not only
fully reflected this recovery in
"the economy that has taken place,
but in reaching new high' ground,
has discounted to a large degree
the further economic recovery
that appears to lie ahead over th
coming months. v

“In such an atmosphere of op-
timism and discounting of further
progress, excesses and a certain
degree of vulnerability are likely
tc" develop in the market,” he
added. “Under these conditions
it has been deemed advisable to
maintain reserves of cash and
U. S. Government bonds to be
used for the purchase of securities
as buying opportunities occur.”

Chemical Reveals
Record Jan. Sales

Chemical Fund, Inc. reported
that sales of new shares in Jan-
uary totaled $3,319,000, the largest
January sales volume in the
Fund’s twenty-one year history. -

The January total was 95%
greater than sales in the previ-
ous month, Dec. 1958, The fund,
founded by F. Eberstadt & Co. in
1938, diversifies its investments
over a wide range of companies in'
many industries which the Fund’s
management believes will achieve
above average growth as a result
of chemical research and develop-
ment. :

(909) 45
fund conﬁécttiél bians 6f its own
in addition to selling shares of
virtually all leading mutual funds.

Its large sales force covers New
York City’s five boroughs, Long
Island, Westchester, Northern
New Jersey, and parts of Connec=

A\x'e écienée ,
Reports 35% Net
Asset Gain

*+ Axe Science & Electronics Cor«

poraticn reports a 35% increase in ticut and up§tate New York.

the net asset value of its shares = Through its network of fran-

during 1958 and unrealized secu- Chised affiliates, IP.C. plans ara.

rity profits of $2.55 a share at the 2150 sold throughout the eastern

end of the fiscal year on Dec, 31, Unhited States, in parts of the mid-
According to the annual report, and far-West and in several Eus

: : rope i ions,
shares of this atomic age mutual opean and Asian nations

2 distrination ot 7 e =94 Broad Street Assets
At All-Time High

y . - from net. security profits was
sets of $515,040,608 on Dec. 31, A
09 s Sepesents ' gain of e duing fhe vear.  Sare: .,
ggﬂ%g?;gﬁlﬁguggnﬁn ttl)l\;erut)lég of 10 cents a share from invest- N;‘?t a%sets of t}Broad Sttreet1»3151-
Year’-enc’i. ment income. : ggi 5g§ ato zix))gga ?f(imlg%%e tgf‘eac’l;
Net asset value per share in- In a letter to shareholders ac- {he'highest level in the history of
creased from $13.37 to $18.26 in companying the report, Mrs. Ruth {pe 29-year-old diversified mutual
th% 12-month period. This is' a H. Axe, President, says the year ;g according to the annual re=
%351‘,]5} .of 39;?%, affﬁtt%r 3_dtgi{lbg t!:he ill?\'?gs tsr?xg:‘iltdaggox?&ii(t)ifescontmued port for 1958 released. This repre-
security - profits distribution o

sented an increase of $44,796,745
of 40 cents per share to the 1958 '~ Mrs; Axe emphasizes the favor- from. a year .earlier, with $13,=
year-end value. ;

- able showing by the electronics 798,110 of the gain accounted for
Shares outstanding rose {rom industry in 1958 and says it is at- by continued growth through the
25,017,80(.(1) t& 28,210,(1))88 durm}% the {ributable to increased govern- sale of new shares. y
year an e number of share- ment expenditures for missiles Per share asset val limbed
holders from 90,593 to 97,877, both and the increased use of new to arrecoz;de $25§5 a;: ‘;ﬁece:':i of
new highs for the fund. products such as transistors. 1958, for a gain of 32% from $19.69 "

The five largest individual hold- " The - armed services, 'she con- 12-months earlier, taking into ac-

F ilnd&méiﬂal Cites
$180 Million Gain
In Total Net Assets

Fundamental Investors, Inc., one
of the mnation’s largest mutual
funds, reports record total net as-

Find out now about this

COMMON STOCK SERIES
UTILITIES SERIES

Get the facté on
FRANKLIN

CUSTODIAN

FUNDS

seeking possible growth and income through in-
vestment in American industry.

PREFERRED STOCK SERIES

FRANKLIN CUSTODIAN FUNDS, INC.

~ 64 Wall Street » New York 5, N. Y.

series of Mutual Funds

BOND SERIES
INCOME SERIES

fund’s total net assets are: United halances not only for missiles shareholders last December from
(28%); Texas Co. (27%); Royal pational defense), but also for air- common stock investment posi=
2:4%). ports: beam; Anaconda; Hooker Chemi-
Brady, Jr. and President Hughaw. monthly and almost doubled dyr- were made in General Motors;
dence of continuing. The ending putors shows no signs of slacken- Union Bag-Camp - Paper; Inter=
gence in housing, expanding high- parts manufacturers, Aircraft was increased by the
been stimulating forces. Although dustry sales have fully recovered mon stock holdings were elim=
car sales, the automobile. indus- I'_'l).C. I~Iad Recoy(l ucts. The investment in Shell Oil
important contribution to the up-
a whole, your management does America ended 1958 with “the Reports 91.4% ASSCt
and believes that the underlying in annual volume, LP.C. President
operate over the longer term.” man mutual fund sales organiza- ing the fiscal year ended Dec. 31
Form Intermt. Underwriters lion for a 52% gain over the $18.5 At market close, Dec. 31st, net
mountain Underwriters, Inc. has As a result, 1958 volume record of $6233,032 as compared
securities business. Officers —are total of $74.5 million. Pty valtie per tafe fnsrenscd
and John W. Vaughzn, Secretary- gst Il?ecember total ever recorded ital gains distribution last Febru-
lights disclosed by Mr, Benedick, year totalled 28c a share.)
—the highest for any month in ?utstanding and shareholders at
the best weekly volume since its Dec. 31st amounted to 829,542 for
the firm’s largest one-day total to  The fund had 3,715 shareholders
of its exclusive mutual fund plans year, for a 22.8% rise.
and a 36.7% rise over the 1957 $2,183,171 — 216.4% above the
services over 65,000 mutual fund tors Planning Corp. of America.
ment on June 1, 1953 of more vith 13.5% the previous year.
leading mutual fund retailers, ponds of the Commonwealth of
company in the history of the sng added the common stocks of

ings and their percentage of the tinues, have large unexpended count the 65 cents distributed to
States Steel Corp. (3.1%); Inter- (which are expected to supersede gain realized on investments.
hational Business Machines Corp. gireraft as the primary means of  During the fourth ‘quarter new
Dutch Petroleum Co. (2.6%) and craft, ships, electronics and com- ti i i

$ ) ions were established in National
Goodyear - Tire ‘& Rubber Co. mynications. Mrs. Axe also re- Steel; Westinghouse Electric; Sun-

The fund’s 1958 annual report, . s .

g : Factory sales of transistors con- cal; Phelps Dodge, and -Sheraton.
sgned by Chairman Wm. Gage tinue to make new high records Significant additions to holdings
Long, expresses the opinion that * : Vo X :

. . 7 . ing-the year. Dresser Industries; Granite Cl_ty
the, current reeqvery “glyes evi-- iy SL B L v electronic com- Steel; U. S. Steel; Parke, Davis;
in recent months of inventory } . v : .
- s : ing and seems destined to provide national Paper, and Marquette
liquidation by industry, resur- increased business for electronic Cement. The holding in Lockheed
way construction and increased Electri s : e

. ; flectric power production has conversion of debentures.
government _spending, - have. all reached a new high. Chemical in- During the same period, com=
there have been recent indica- : 4 A i PR
: : s 2 {rom the 1957-59 decline. inated in Gillette; Central Illinois
tions of an improvement in new Light, and American Home Prod-
try—which had a disappointing » a N
year in 1958—has not yet made an II. l q ] . ]9,-8 was substantially reduced.

1en dales 1 1Y% AP
turn.” e General Investors
“Viewing the economic scene as , 1nvestors Planning Corp. of
not see any basic weaknesses in MOst. successful quarter in our . .
the business picture at this time Distory” to produce a new record Gaill in Flscal 1953
s v : Walter Benedick reported. ' A ey i
{orces responsible for the growth 3 : A 91.4% rise in net assets dur-
of the economy will continué to Business written by the 2,700- 1 L 3
tion ' during the ' three months i disclosed in the 1958 annual
ended Dec. 31 came to $28.2 mil- report of General Investors Trust.
(Special to Tie FINANCIAL CHRONICLE) million total of the 1957 fourth ?:gflis ?)fn th:nB%Ztr?]r:?éliedei;;‘izita
LITTLETON, Colo, — Inter- quarter. company. bA
- s : i1l ith $3,257,146 12 months earlier.
been formed with offices at 5572 climbed to $82.7 million, 119 With $3,257, i0d. it 1,
South Broadway to engage in a higher than the previous year During the same period, its net
A 0 i 21.9% — from $6.16 to $7.51. Ad-
James M. Raymond, President; Last month’s business alone 2 $ 3t
Alice J. Raymond, Vic'e_President; amounted to $8.4 million, the larg- Jjusted for a 38c per- share cap
% gk y LP.C, ary, the increasg .amounted to
Treasurer. o Other fourth quarter high- 28.1%. (Income dividends for the
included: General Investors Trust re-
October volume of $10.7 million Ported new highs in both shares
LP.C.’s history, ) he end of its fiscal year.
Dec. 7 to 12 sales of $5 million— _ Total shares outstanding on
formation, a 56.9% gain over the 528,858 total
Dec. 12 sales of $1.8 million— on the like 1957 date.
date. at the 1958 close, compared with
As of Dec. 31, LP.C. had 57,872 3,025 at the end of the previous
in force. This represented a 9.1%  G.LT.s 1958 sales of shares
increase during the fourth quarter (less load charges) were a record
year-end total of 42,333, 1 1957 total of $689,926 according
At present, the organization to its national distributor, Inves-
accounts of all types and has had  The ratio of redemptions to
a total volume since its establish- sales was-a low .7.1%, compared
than $277.8 million. : , ~_During the 1958 ‘last quarter,
Already one of -the nation’s GIT. took new positions in the
Investors Planning Corp. is said Aystralia the City of Montreal,
to be the fastest growing such ;n4 Kerr-McGee Oil Industries,
fund industry. .
The firm sponsors two mutual Continued on page 46
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Continued from page 45

the Atchison, Topeka & Santa Fe
Railroad and Rochester Gas &
Electric Co. to its portfolio.

For the same period,. the fund
increased its bond holdings in
Boeing Airplane Co., Temco Air-
craft, the Chicago, Rock Island &
Pacific Railroad, and The Martin
Co., and iis common stock position
in Seaboard Air Lines Railroad,

- Hammond Organ Co., the New
England Electric System, and
Southern Natural Gas. It also in-

creased its holding in the cumula--

tive preferred stock of El Paso
Natural Gas. g

Fourth quarter purchases of
securities - totalled - $809,156, as
- against' sales. of .$479,902.

As of Dec. 31st, General Inves=
tors Trust held 57.1% of its assets
in common stocks, 36.8% in bonds
and preferreds, and 6.1% in cash
and receivables.

Growth Fund
Assets Double

- .
During Year

Diversified Growth Stock Fund,
Inc. reports that the fund’s total
net assets more than doubled dur-
ing the year ended Dec. 31, 1958,
rising to:$36,398,817 from $17,824,-
141 .at the 1957 year-end. -

During the same 12-month
period, net asset value per share
increased from $5.39 to $8.05 per
share. This represents a gain of
545%, after adding the 1958
security profits distribution of 28
cents per share to the 1958 year-
end wvalue. During the year, the
number of shareholders rose from
10,281 to 14,050 and shares out-
standing from 3.309,300 to 4,524,-
064.

During the six months ended
Dec. 31, 1958 additions to the
fund’s holdings included new in-
vestments in: . Barden Corp.,
Beauty Counselors, Inc., Dominion
Stores, Ltd., The Grolier Society,
Hewlett-Packard Co,, Kellogg Co.
and Technology Instruments Corp.
During the same period, the fund
disposed of shares of Colorado
Interstate Gas Co., Consolidated
Electrodynamics Corp. and Hono=
lulu Oil Corp.

.market,

Our
Reporter’s

Report

The corporate secondary bond
market continued to give off
indications of further ' firming
even though the Treasury list was
not able to greatly extend  its
recovery in recent sessions,

Dealers reported evidence of in-
creasing reluctance on the part of
holders to sell high grade obliga-
tions, particularly those of public
utilities carrying Double A and
Triple A ratings. This was es-
pecially true in case where
buyers were shopping for blocks
of a given issue.

Several factors were cited as
accounting largely for the im-
proved tone marketwise. First and
probably a weighty consideration
was the fact that those who might
be inclined to sell do not want to
absorb the losses that would be
involved at prevailing levels:

Again, it was pointed out, there
is nothing to indicate any sudden
rush of new corporate offerings to
True, registrations have
been building up gradually, and
many companies have. indicated
intentions of financing new ex-
pansions. But the latter phase has
not yet developed into actual
preparations for offering of the
new debt securities which will be
involved.

Meantime, money keeps ac-
cumulating for use in the invest-
ment market and, at the moment,
this buildup is of substantial
proportions while the opportu-
nities have mnot been . great.
Presumably this accounts for the
current emphasis- on the side of
firmness.

Public Service Indiana

Standing out as the week’s only
substantial new corporate debt
undertaking, Public Service Co.
of Indiana’s offering of $25 mil-
lion of new 30-year bonds at-

. tracted a number of bids and good

investor response upon reoffering.
The winning group paid the

DIVIDEND NOTICE

Naw York Fabruary 18, 1959

S onitlord Conyany

AMERICA'S FIRST TOBACCO MERCMANTS . ESTAILISHED 1760

DIVIDEND NOTICE

Regular quarterly dividend of $1.75 per share on the Preferred
Stock and regular quarterly dividend of $1.00 per share on the
outstanding Common Stock of P. Lorillard Company have been |
declared payable April 1, 1959, to stockholders of record at
the close of business Murch 4, 1959, Checks will be mailed.

G. O. DAVIES, Treasurer

KENT
Regular
King Size

OLD GOLD STRAIGHTS
~ Regular

Crush-Proof Box
OLD GOLD FILTERS

“Smoking Tobaccos

Cigarettes

Crutsh-Proof Box
Little Cigars

NEWPORT
King Size
Crush-Proof Box

EMBASSY
MURAD
HELMAR

Chewing Tobaccos

BRIGGS
UNION I.EADER

BETWEEN THE ACTS

BEECH-NUT
BAGPIPE
HAVANA BLOSSOM

The Commercial and Financial Chronicle . . .

company a price of 99.73 for a
4349, coupon rate, while the
runners up offered 99.3699 for the
same interest rate, a spread of
only about 36 cents per $100 bond,

Preliminary inquiry once the’

price became known, indicated
that a substantial part of the is-
sue would have been spoken for
by the time books were opened.

Reinvestment Funds

Some observers were inclined
to regard part of the quiet but
persistent buying now making it-
self felt, as due at least in part to
belated efforts to put to work
funds accumulated over the year
end.

It was noted that the customary
so-called “January reinvestment
demand” was light, if not nil, pre-
sumably as prospective : buyers
held back to gauge the outcome
of the Treasury’s huge refinancing
operations and their effect on the
general market situation.

Since the markets did not ap-
pear to be greatly upset by the
heavier than usual percentage of
attribution on the latest exchangp

Continued from page 14

Contingent on Balanced Budget

every dollar of its income. 1f you

or I did that, we’'d be in trouble
pretty soon.

But even a balanced hudget
next year for the government
would represent a great improve-
ment when you realize that the
present year is expected to show
a deficit of $13 billion. It’s a
pretty deep hole in which we find
ourselves, and the President .is
performing heroically when he
proposes to eliminate that mas-
sive deficit in his new Budget.

Remember, too, that a balanced
budget will still leave .us with:a
national debt of $285 billion. That
is equivalent to $1,600 of debt for
every man, woman and child in

the United States, I wonder what .

President Washington would think
of that?

Outery of the Spenders

And still, the outery is raised
in - opposition to  a balanced
budget! We aren’t spending
enough to satisfy some' elements
in our society. They want an-
other deficit piled on top of this
year’s record-smashing $13 bil-
lion,

They want this in the face of an
economy which is rebounding
from a recession. .They want it in
the face of rapidly acceierating
production which seems sure to
reach an all-time high in this
calendar year, They want it in
the face of a staggering public

debt and burdensome rates of"

taxation.

By any reasonable standard of
sound financial management, this
state of mind does not spell “re-
sponsibility.” To 'pyramid defi-
cits on debt and high taxes, in the
face of an economy which is mov-
ing to record high levels, is to
ask for inflation. And inflation is
just about the biggest fake—and
the most dangerous—that could
be passed off in the guise of pros-
perity.

The President of the United
States isn’t fighting progress with
his balanced budget.. He is fight-
ing inflation, knowing ‘that it
would mean the end of progress.
He’s {fighting our fight, and we
ought to be in there helping him.
If we can’t live on a balanced
budget in a year of record busi-
ness prosperity and growth, then
we’d better ask ourselves- when
we will ever be able to. It’s just
as fundamental as that. .

The budget for the next fiscal
year i$ by no means, a penurious,
penny-pinching affair. Look at
what it contains:

offering, it appeared that some of
the holdouts mow are disposed to
look over their opportunities.

Slight Pickup Li)oms

The new week will not be any-
thing to write home about from

the standpoint of volume of new '

offerings in sight. But none-the-
less it promises a bit more sub-
stance than has been the case in
recent weeks.

Wednesday will bring up for
bids Illinois Bell Telephone Co.’s
$50 million of 35-year_ bonds
designed to provide funds for fi-
nancing expansion. The day pre-
vious Duquesne Light -Co., will
open tenders on $10 million of

30-year bonds to repay bank loans-

and augment -building funds and
Chicago, Rock Island & ' Pacific
will- market  $5,130,000 of equlp-
ment trust -certificates.

“The  week  brings  a goodly
sprinkling of equity offerings .of
which American Natural Gas Co.’s
486,325 shares being offered in the
ratio of 'one new: share for each
10 held on Feb. 26 will be the
largest

$46 billion for major anational
security—60% of the budget!

$8 billion to meet interest pay-
ments on the public (lebt—l() Jo of
the budget!

$6 billion for agricultural. pro-
grams—nearly 8% of the budgel
—and this in spite of the fact that
under price support programs the
Federal Government now  holds
some $9 billion of surplus agri-
cultural products.

$5 billion for veterans_ services
and benefits — more  than 8% of
the budget!

$4 billion for labor and welfare
programs—over 5% of the budget!

$2 billion for programs of ben-
efit to commerce; housing and
transpor tation!

$2 billion for international af-
fairs, to promote world peace and

- the security of free nations, and

$2 billion to develop and con-

fserve our natural .resources.

To speak of these vast sums is
to sketch our country’s .growth
from its simple beginnings to the
Space Age. We have front row
seats on a modern revolution.
Science, technology, population
growth, the restless thrust of the
free enterprise system —all of
these are powering the most pro-
found change in human events
since the Industrial Revolution.
All through the world, the en-
gines of freedom - are racing
against the engines of tyranny.
New nations are rising, to direct
the fortunes and the fate of bil-
lions of people.

Time for Clear Thinking -

This is a time for clear think-:
ing. We owe it to George Wash-!
ington and the courageous ideal-:

ists who risked all they had to

bring our nation into the full-

light of human service to think
well of our responsibility.

Our government is what we
want it to be. It can rise no higher
than the goals we set for it. It can
mirror our confidence, our reso-
lution, and our strength, if we
wish it to be so.

We honor the memory ~ of
George Washington. Let us do so
not merely. by recalling the
glories of a very different and
irretrievable past, but by taking
the advice of that great leader as
he placed in our care the achieve-
ments which will always be

linked to his genius. Let us re-

solve to do what we can as Amer-
ican citizens to cherish-the public
credit and in so doing, to pre-

the great age that is in the mak-
ing. )

Thursday, February 19, 1959

Continugd from page 2

The Secarity
1 Like Best

To those of us whose use of such
a device has been limited to the
‘removal of a sliver, needles Have
countléss other purposes. It is'en-
lightening to- learn that Machine
Needles must be manufactured in
various types, shapes and sizes—

‘expertly designed .and precision-

made by skilled technicians. These
are for use in the many industrial
knitting and sewing maehines re-
quired-for the shoe, kaitting ‘and
clothing industries in the Wwor 1d.
Mass - production of _sewn’:iand

:knitted clothing; as well as shoes,

would be impossible: .thhout' the
use of machine needles. }
There are the ones for t‘hekmt{mg
of sheer nylons and fine lingerie;
others are used in-the:sewing of
choice textiles, of awnings, heav-
ier- grades of upholstery "and in
the - making of  floor.-coverings.
Latch machine needles, which ac-
tually have little resemblance to
sewing . machine: needles, ‘are- es-

y :senhal in kritting sw eaters, socks,

jon of Nation's Strength
Preservation of Nation’s Strength
. shoe ‘machine needles ‘for heavier

‘demands :such ' as’ shoes, luggage

‘swimsuits “and - seamless
Also to be-considered, are

glm es,.
hoslem

‘handbags and other.leather prod-
ucts. “Lastly, but of extreme im-
portance, there ‘are the needles de-
signect-to.meet: the exacting. de-
mands. of the . surgical profession.
1f ‘this ceems like overemphasis
of little needles, it would bz well
tc consider a rather frightening
thought. Assume, for the moment,
that none of these tiny tools were
available. In simple terms—there
would be no shoes, nylons,’rugs,
draperies or upholstery materials;
no gowns, suits-or shirts. Not éven
golf bags! What a gloomy idea!
:Beyond a doubt, we -owe :the
needle maker a xote of thanks.

Now about BEARINGS. In this
machine age, friction‘is an ever-
present . problem, Torrington en-
gineers are constently abreast of
the needs of industry id this Tield.
Unknowingly, we enjoy better
service from. our household ‘ap-
pliances, power mowers, automo-
biles, outboard motors and 'the
like, due to the skill of these men.

In the area of heavy service in-
dustry are anti-friction bearings
for steam shovels; farm and road
huilding machinery, army tanks,
planes and oil drilling facilities,—
none of which could-operate ex-
cept for the protection of these
essential parts. All major. types
of these bearings are being pro-
duced- at South Bend, .Ind. The
dependence upon them by indus-
try is indicated by the necessity in
recent years of expansion to tzke
care of ever increasing demands;

More could be told of other
Torrington products. The company

' would naturally like to have men-

tioned their other divisions,
wherein are found machine screws,
nuts and bolts, swaging maqhines
and other metal parts for:as-
sembly in a variety of items. To
do so would be at.the expense of
space for the coverage of financial

.data, which makes pleasant read-

ing.

The last annual report man\ed
the 92nd_year of operations of
Tmrmgton and its ,predecessor
companies. It announced payments
of dividends for the 87th consecu-

‘tive year. Progress of the past ten

years, ended 1958, was shown in
sales increases from $33”/z million
in 1949 to $52 million in 1958. Net
income per share in the same'ten-

‘year period had ranged between
Jdevels of $2.07 and $3:55. The.1958
figure was $2.96. Net worth had
‘doubled during. this period.-and
iworking capital had reached $20.6
‘million; up from $12.6 million,

serve ‘this Nation’s strength for ;Current position reveals a healthy

$27 million to $6.46 million, with
the latter made up of two Slmp]e
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items—tax reserves of $4 million
and the remzainder, accounts pay-
‘able, ¢ - nets

‘ With -neither . bonds ‘nor pre-
ferred stock ahead of the 1,628,970
-outstanding shares of this splendid
company,  ownership is in the
hands of 19,657 shareholders lo-
“cated in 46 states, as well-as Can-
.ada and England.

At its current level, Torrjhgtoh ;

common. provides. a.yield: a -bit
~above . 5%, with a- dividend . of
.$1.60. In times of better. earnings,
extra payments have been com-
_pany policy.. Over. recent years
. Torrington common has been a
" favorite situation with me. Based
. on"its record, this stock will have
my continued recommendation for
7 inyestors. ' :

Form A. C. Bell & Co, |

(Special to TEE FINANCIAL CHRONICLE). -

SAN FRANCISCO, Calif —Alex-

anaer -C. Bell & Co. has been

formed with offices at 519 Cali-
fornia Street to engage in a se-
curities business. Alexander C.
Bell and Willard S. Webber are
partners. ; 7

Form Future Investments
(Special to THE FINANCIAL psnm}xcx.n)

SPRINGFIELD, Ill.—Future Tn-
vestments, Inc. has been formed
with offices at 1931 South: Mac-
Arthur Boulevard to engage in a
securities business. Officers are
Paul-E. Hines, Vice-President and
Treasurer; and John M. Drennan,
Secretary. :

_ DIVIDEND NOTICES

i DIVIDEND NOTICES

The Boa;'dbof Directors of

; CONSOLIDATION -

. COAL
-COMPANY

ét a meeting held today; declared a quar--
terly- dividend - of 30 cents per, share on '
the Common Stock of the Company, pay-

- ablé on March 12, 1959, to shareholders
of. record-at the-close of husiness'on Feb- -
roary 27; 1959, Checks will be mailed.
v JOHN CORCORAN, :
ik Vice-President & Secretary
February 16, 1959.

E 1.0u PONTDENEMOURS & COMPANY

‘ W

Wilmingten, Del., February 16, 1959

The Board-of Directors has declared this
day regulorquarterly dividendsof $1.121/2
a share on the Preferred Stock—$4.50
Series ond 871%¢ a share on the Pre-
ferred Stock—$3.50 Series, both pay-
able April 25, 1959, to stockholders of
record ot the close of business on April
10,:1959; olso §1.50 a share on 'the
Common Stock’os the first quarterly in-
terim dividend for 1959, payable March
14,1959, to stockholders of record at the
close of business on February 24, 1959.

P. €. ou PONT, 3rD, Secretary
»

BRIGGS & STRATTON
'~ CORPORATION .~

i N

BRIGGS & STRATTON)

DIVIDEND

The Board of Directors has declared a
‘quarterly dividezd of thirty-five cents (35c)

per . share en-.the capital stock ($3 par
value) of the Corporation, pavable March
16,. 1959, to stockiolders of record Feb-
Hsruary . 27, 1953,

I L. G» REGNER, Secretary-Treasurer
Milwaukee, Wis.
February 17, 163¢

- AMERICAN
- CYANAMID
| COMPANY

PREFERRED DIVIDEND

“The Board.of Directors of Amer-
‘4can €yanamid Company today
-‘declared-a quarterly dividend of
.eighty-seven and one-half cents
"(87%2¢) pershare on the outstand-
“.ing shares of the Company's
. 342 % Cumulative Preferred Stock,
‘Series D, pavable Aopril 1, 1959,
to the holders of such stock of
.record at the close of business
_‘March 2, 1659.

COMMON DIVIDEND

5 ;The Board of Directors of Amer-
jcan Cyanamid Company today
ideclared a quarterly dividend of

“Hforty cents (40¢) per share on

" the outsianding shares of the
‘Common- Stock of the Company.
-payable March 27. 1959. to the

“holders of such stock of record

fat the close of business March 2,

.., 1959. ’

R. 8. KYLE, Secretary

,'L‘_\"é;\' York, Pebruary 17, 1959.

New York, February 18, 1959
The board of directors of
~Guaranty Trust Company of
" New York today declared. a
" dividend of 80 cents per share
. on the capital stock for the .
~quarter ending March- 31,
1959, payable on April 15,
1959, to stockholders of rec-
“ord at the close of business
" March 3, 1959.

STUART K. BARNES
Vice-President and Secretary

NATIONAL

BATTERIES, INC.

Manvufacturers of a complete line
of automotive and industrial
storage batteries,

A REGULAR
QUARTERLY DIVIDEND

of 50¢ per share

on Common Stock,

was declared by the
Board of Directors on
January 12, 1959 payable
March 16, 1959 to
stockholders of record

on March 3, 1959,

A. H. DAGGETT
PRESIDENT

DIVIDEND NOTICE

FLORIDA POWER & LIGHT
COMPANY

MIAMI, FLORIDA

-, A quarterly dividend of 41c per share
“has been declared on the Common
Stock of the Company . . . payable
Mar. 24, to-stockholders of record at
the close of business on Feb. 27, 1959,
R.H.HTE
President

KNOWS NO SEASON!

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

Form Bennett & Co.

WANAMASSA, N. J.—Bennett
‘& Co. is engaging in-a securities
business from offices at 3 Judith
Court. Partners are Bennet Da-
vies, general partner, and Flor-
ence Pattyson and ‘Anna West.
limited partners.

P. F. Thompson Opens

ATLANTA, Ga. — Paul F,
Thompson is conducting a securi-
ties business from offices at 800
Peachtree Street, Northeast, under
the firm name of Financial Plan-
ning éssociates.

DIVIDEND NOTICES
- MIAMI COPPER COMPANY

61 Broadway, New York 6, N, X.
S s February li,‘ 1959
A quarterly dividend of thirty-seven
and one-half (37%¢)  cents per share
was declared, payable March 26, 1959,
to stockholders of record at the close
of business March 12, 1959. .

JOHN G. GREENBURGII,
Treasurer

ROME CABLE

CORPORATION

80th Consecutive Dividend

The. Board of Directors of Rome
Cable Corporation has- declared con-
secutive: Dividend No. 80 for 25
cents per. share on' the Common
Stock of the Corporation, payable
March 18, 1959, to halders of rec-
ord at the close of business on
February 27, 1959,

GErARD A, WEISS, Secretary
Rome, N. Y., February 17, 1959

Two With Shaw, Bayliss
(Special to THE FINANCIAL CHRONICLE)
SAN MARINO, Calif.—Vincent
F. Mackel and Paul A. Wayt are
now associated with Shaw, Bayliss
& Co., 2304 Huntington Drive,

Oscar Werner Adds

(Special to THE FINANCIAL CHRONICLE)
PASADENA, Calif. — Lucille
De Man has been added to the’
staff of Oscar G. Werner & Co.,
3870 East Colorado Street.

(911) 41

With Beckman & Co.

(Special 0 THE FINANCIAL CHRONICLE)
LODI,. Calif—Marlow E. Stark
has joined the staff .of Beckman &
g&mpany, 321 North: California
eet, y

Dempsey-Tegeler Adds
( toTue F CHR E)'
LOS ANGELES, Calif. — Leon
G. Shahanian is now-with: Demp=
sey-Tegeler' & Co:, 210*West' Sev«
enth. Street,

CHARLESTON,
WEST VIRGINIA

DIVIDEND NOTICE
A quarterly dividend of fifty
(50¢) cents per share has been
declared on the Common Stock
of this Company, payable
March 10, 1959, to share-own-
ers of record at close of busi-

ness on February 23, 1959.
C. H. McHENRY

Secretary

Public Service Electric
and Gas Company

NEWARK,N. J,

QUARTERLY, DIVIDENDS '

The Board of Directors has de-
clared the following dividends
for the quarter ending March
31, 1959:

Class of Dividend

Stock Per Share
4.08% Cumulative Preferred . . $1.02
4.18% Cumulative Preferred . . 1.045
4.30% Cumulative Preferred . . 1.075
5.05% Cumulative Preferred . . 1.2625
$1.40 Dividend Preference .. .35

Common. ...

All dividends are payable on'or
before. March 31, 1959 to stock-
holders of record March 2, 1959.

1. Irving KiBBE
Secretary

JJEUBLIC SERVICE
CROSSROADS OF THE EAST

DIVIDEND NOTICE

THE FOLLOWING STATEMENT HAS BEEN MADE BY THE SECRETARY,

BRITISH-AMERICAN TOBACCO COMPANY, LIMITED

1. At a Meeting of the Directors held today, it was decided to: recommend
to the Stockholders at the Annual General Meeting, which was fixed.1obe held on
the' 25th March next, the payment on the 29th May next of a final dividend for the: .
year ended 30th September, 1958 of 7d. per 10/~ of Ordinary Stock {free of United:
Kingdom Income Tax) (1957—8d.). making, with the interim .dividends:already
paid, a total for the year of 1/7 per 10/- of Stock (1957—equivalentot 3/7Vd. on
present Issued Ordinary Stock). . :

The Directors have declared a special interim dividend for the year ending 30th
September, 1959 of 2d. per 10/- of Ordinary Stock (free of United Kingdom Income:
Tax), also payable on the 29th May next, making @ total of 9d. per 10/- of Stock
payable that date. ‘ o

The reason for this special interim dividend lies in the provision of: the
Finance Act, 1958 relating to profits tax on distributed profits. -t will not be taken
into account in considering the payment of other dividends for the year-to-30th
September,. 1959.

2. It the payment of the final dividend is confirmed, fers received in
order at the registered office of the Company up to 27th April next wili-be in tirie .
to be passed for payment of the final and special interim dividends to the trons-
feree. In the case' of Bearer Warrants, both dividends will be -paid -against” the
deposit of Coupon No. 236. ;

3. The Directors also decided to declare @ first interim dividend in.respect
of the year to 30th September, 1959, of éd. per 10/- of Ordinary. Stock- (free of
United Kingdom Income Tax) on the Issued Ordinary Stock, payable on the 3Vst
March next. : : i

4. Transfers received in order at the registered office ‘of the Company up o
the 23rd February will be in time to be passed for payment of this interim dividend
to the transferee. In the case of.  Bearer Warrants, the dividend will be paid
against the deposit of Coupon No, 235.

5. The Directors have horised the following
of the Group's operations for the year:—

t of the results

Years to 30th: September
: S asse ey
“The Consolidated Frolil, before taxation, was__ £55,789,393 é5—7,2—85,637"
from which must be deducted:—-" 3 R
United Kingdom Taxati
Overseas Taxation.

Outcide tharehold.

£ 6,263,625 £ 7,389,867
£21,365,488 £20,663,819
£ 2,687,258' £ 2,917,602
Leaving Group Net Profit. £25,473,022 £26,313,749

The proportion of the Group Net Profit dealt with in the Accounts of British-
American Tobacco Co. Ltd., including dividends from Subsidiaries, was £9,978,477 -
(1957—£9,110,023). From the Group Net Profit £4,900,000(1957—£6,000,000)
has been transferred to Fixed Asset and Stock Replacement: Reserves (see Para-
graph 6 below). Of this fer, the British-American Tob Co. Ltd. proporti
was £400,000 (1957 — £1,000,000). Thus Group Available® Net Profit was
£20,573,022 (1957—£20,313,749), of which the British-American ‘Tobacco Co. Ltd,
proportion was £9,578,477 (1957—£8,110,023).

Appropriations by British-American Tobacco Co. Ltd. are as follows:—

1958
£ 336375

in profits.

1957
£ 336,375

Prof. divid

[ ds (net)
Interim Ordinary dividends paid—
6d, per 10/—Stock paid 31/3/58
6d. per 10/—Stock paid 30/9/58
Transfer to General Reserve
Final dividend proposed.
Leaving a bal of
king, with the bal b
forward, the balance to be
carried forward.

£2,078,804

£2,375,776
Nil

£3,167,702

£ 151,366

{iz,ars,nb‘
£2,375,776
£ 750,000'
£2,773,739'

£ 968,811

£2,216,797 £1,247,986

6. The transfers to Fixed Asset and Stock’ Repl Reserves t an
estimate of the amounts which, having regard to changes.in price levels, should,
in the opinion of the Di be d out of Group profits towards maintain-
ing over the year that part of the real capital of each company in the Greup
_represented by Fixed Assets and Stocks.

7. There have been changes over the year In the rates of exchange applicable
te the ion to sterling for lidation purp of the" assets and
liabilities: of certain of the Overseas Subsidiaries. The proportion attributable to
British-Ametican Tobacco Co. Ltd. of the net resulting difference on’ exchange of
£4,866,053 (1957—£3,051,760) has been_added to Currency Conversion -Adjust-
ment, the balance of which is deducted from Reserves and Undivided 'Profits in
the Consolidated Balance Sheet.

8. At the above-mentioned Board Meeting, it was also decided to pay, on the
31st March next, the half-yearly dividend due on the 5% Preference Stock
amounting to 6d. for each £1 unit of Preference Stock, less United Kingdom Income
Tax. Transfers received in order ot the registered office of the Company up te ‘the
23rd February will be in time fo be passed for payment of this dividend to the
transferee. In the case of Bearer Warrants, the dividend will be paid against the
deposit of Coupon No. 111,

9. The Directors have also decided fo pay, on the 30th April ne:l,‘ the hulf-
yearly dividend due on the 6% Pref: Stock ing t0.7.2d. for each £1
unit of Preference Stock, less United Kingdom | Tax. Transf ived In
order at the registered office of the Company up to the 7th’ April next will be in
time to be passed for pay of this dividend to the transf:

BRITISH-AMERICAN TOIACCO.COMPANY. LIMITED

12th February 1959

Stockholders who may be entitled by virtve of Article Xii1{1) of the Double
Taxation Treaty between the United States and the United Kingdom, to a tax credit
under Section 901 of the United States Internal Revenue Code can by application
to Guaranty Trust Company of New York obtain certificates giving particulars of
rates of United Kingdom Income Tax oppropriate fo all the chove mentioned
dividends,
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Washington . . .

Behind-the-Scene Interpretations
from the Nation’s Capital

WASHINGTON, D, C. — The

" most important piece of legisla-

tion before Congress today, as
far as it involves the welfare
of all the people, is labor reform
legislation. To be technically
correct, one should describe it

- @8 labor - management reform

legislation.

Of course balancing the budg-
et is of great importance, but
there is no direct legislation
pending calling for a balanced
budget. That will have to be

. done by Congress by not appro-

priating more funds than the
taxes will yield. The legislative
picture for a balanced budget is
unclear, because it is too early
in the session.

It is also too early to tell what
Congress is going to do toward
closing some of the loopholes
thal many of labor’s overlords
bhave been thriving under. By
ferms of the present laws the
unions and union bigwigs have
been growing in power at a
marked rate, And, as the Ameri-
can people know, some of the
unscrupulous labor leaders have
had things their own way for a
fong time, leaving trails of cor-
ruption and fractured skulls in
their paths,

As it has been said many
times on Capitol Hill and back
in the communities and cities
of America, most managements
have no scrap with the rank and
file of labor. At the same time
they realize that labor naturally
wants to get all it can from
management in the way of com-
pensation,

A New Development

There is a new development
on Capitol Hill this year in con-

- mection with the pending labor

proposals. Many people in man-
agement and business are writ-
ing letters and calling on their
Cougressmen to outlaw picket-
ing and secondary boycott
abuses. This is needed, of course,
to protect the public, employers
and employees from union rack-
eteering.

The_United States Chamber of
Commerce, naturally, is advo-
cating that these serious abuses
be stamped out, but more and
more people not identified di-
rectly or indirectly with the
Chamber are maintaining that
something must be done. Busi-
ness, long the target of unions,
is expected to come in for some

. sharp +verbal assaults before

_ Zngrta” because it gave .unions

Ppassage of any type of legisla- '

tion,

The late Robert S. Taft, Re-
publican of Ohio, one of the all-
time great Senators of the
American Congress, back in
1947 warned that the labor czars
of the country should have their
powers curbed, He realized,
however, that onlz moderare

abot tveform legislation could
be passed, but he tried hard to
get some tough proposals tacked
on to the Taft-Hartley bill,”

The New Deal hatl been in
power and contrel of Congress
for vears. The f¥agner Act was
passed in 1435 and had been de-
scribef-wy labor as its “Magna

all-out authority to bargain col-
lectively, among other things.

Tafi's Contribution

Senator Taft, who was a-

friend of the laboring man, al-
though the unions did not think
s0, realized that labor had grown

all too powerful under the Wag- -
ner Act. ..As chairman of the-

Senate Lakor Committee during

gitized for FRASER
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- of oppression,

And You

the 80th Congress, when the Re-
publicans were in control, he
quarter-backed the Taft-Hart-
ley law to passage. This act did
repeal some of the provisions of
the New Deal Wagner Act.
Nevertheless, the Senate Labor
Committee’s Democratic. mem-
bers were all pro-labor, just as
they are today. Therefore, Sen-
ator Taft did not get half of the
things he wanted, but he did get
approved a substantial “cooling
off period,” among other things.

The Ohioan, the most domi-
nant figure in Congress in a
generation, suffered many set-
backs in the long and bitter
hearings. If the Taft-Hartley
bill had not passed when it did,
the labor unions ungquestionably
would be far more powerful,

The situation in Congress 11
years after passage of the Taft-
Hartley law is different- now.
For instance, labor claims that

it helped to elect 12 senators in .

the November election. For this
reason there is doubt about
what kind of legislation can be
passed.  Labor is willing for
some “soft” legislation to pass.

The Senate in 1947, when
there was a mild trend toward
conservatism in this. country,
passed the Taft-Hartley law by
a vote of 68 to 24, and the
House passed it 308 to 107, After
President Truman vetoed the
bill, the Senate and House over-
rode the Presidential veto and
it became law. -

© A “Marked Man”

Today there are two United
States Senators who stand out
in the labor racketeering fight.
Both labor and management
owe a debt of gratitude to Sen-
ator John L. McClellan of
Arkansas for his unceasing ef-
{forts to disclose the corruption
of racketeers in unions, The
other Senator who stands out
is Republican Senator Barry
Goldwater of Arizona, who was
one Senator who beat the unions
and their bags of money in a
bitter fight last fall.

Senator Goldwater realizes
‘that he is a marked man by the
labor unions. As a result, he is
giving the union czars a verbal
punch-in the nose with the least
provocation, His pending bill
before the Senate labor sub-
committee, of course, has been
vigorously attacked.

The AFL-CIO submitted
testimony = calling” it strictly
anti-labor and a poor excuse
for reform proposals. Arthur J.
Goldberg, special counsel for
AFL-CIO, described the Gold-
water bill as an “unhappy
piece of legislation designed for
“political purposes.”

Gompf}'ﬁ'_ vretd Violaied

" Mefntime, there are some

sharp statements being ex-
changed on the labor legislative
proposals. William T. Harrison,
President of the National Right-
to-Work Committee, charged
that AFL-CIO President George
Meany is. attempting to deny
the creed of Samuel Gompers,
the founding President of the
ATL, . :
“With the tevolting picture
violence and
.ruthless power being exposed
in the labor movement today,”
said Mr. Harrison, “I think Mr,
Gompers’ views on voluntary
unionism and those other

famous friends of labor would -
- stand careful scrutiny by Mr.

DMeany and his colleagues, To-
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- BUSINESS BUZZ

“Not REDUCE—~—PRODUCE-—you numbskull!”’

day’s labor leaders. are caught
up in a lust for pelitical power,
Ppurchased with compulsory
union dues.” ;

Mr, Meany insists that Mr,
IIarrison and his Committee has
taken three sentences out of
context from a statement by the
late AFL founding President,
Mr. Meany, incidentally, has al-
ready threatened that if labor
does not get fair treatment from
the two major parties it will

start its own party, and it will .

be a strong one.

The right-to-work laws on
the state statute books in less
than 18 states are eing at-
tacked violently by labor leaders
at this time, For instance,
Indiana’s right-to-work law ap-
pears to be on the brink of
being repealed. It has already
swept to passage in the State
House of Representatives by a
one-sided vote. Most of the
states with right-to-work laws
are in the South.

Need Better Balance of Power
As Senator Taft said more

_than a decade ago, what this
country needs today is more

equalizing power between labor
and employers. At this time
labor has the upper hand. Of
course, there are some people
in this country who would like
to see Congress abolish all labor
unions. Management in this
country, generally
does ‘not feel that ‘wa®  Ob-
viously it y111-n&ver happen.

Years ago management had
been all powerful and some
industrialists had become ar-
rogant, making peons out of

speakiqg”

their working people. Then the
Wagner Act came into being.
The time may be approaching
when the American public will
take things in hand and tell
labor: “Look here, you have
become too powerful. It is time
to call a halt.,”

Perhaps this Congress will do
a -little power curbing, if the
people speak out in. strong
terms. The overriding issue be-
fore the law makers is labor
monopoly.

[This column is intended to re-

flect the “behind the scene” inter- -

pretation from the nation’s Capital
and may or may not coincide with
the “Chronicle’s” own views.]

Business
Man’s

Bookshelf

American Journal ¢&f- Egonomics
- and Sociology, January 1§59
(containing articles gn” Toward
an SS Typology;~Social Engi-
neers; Instit;gfns and Ideas in
Social . Change; Sociological
Aspetis of Occupational Choice;
fomentum or Creation; Keynes-
Hansen  “Demand for Labor”
Notion; Birth of the Third Party
in British Politics; Man’s Moral
Responsibilities; Thorstein Veb-
len, Radical Apologist for Con-
servatism; Brigham Young as
Entrepreneur; Land for the Fel-
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lahin, etc,~—~American Journal of
Economics and Sociology, 50
East 69th Street, New York 21,
N. Y.—$3 per year; single copies,
Bank Holding Company—Dr, Mar-
cus Nadler and Dr.. Jules I
. _Bogen—Marine  Midland Corp.,
_M@lo 5, N. Y. (paper)
3 £ Banks Built: The Story
of ‘Savings- Banks Trust Co.—
Adolph’ A. Berle; Jr.—Harper &
Brothers, 49 East 33rd Street,
New York 16, N. Y. (cloth),
$2.75. .

British Government. Publications
—December 1958—British Infor-

| mation Services, 45 Rockefeller
Plaza, New York 20, N. Y, (pa-
per), on request. :

Changing Eeonomic Function of
the Central City — Raymond
Vernon — Committee for Eco-~
nomic Development, 711 Fifth
Avenue, New York 22, N. Y.
(paper), $1.

Cycles and Trends in Textiles —
Thomas Jeff Davis — U, S. De-
partment of Commerce — U. S.
Government Printing Office,
Washington 25, D. C. — 'paper
— 40c.

Decision-Making on Productivity
—Seymour Mellman—John Wi-
ley & Sons, Inc., 440 Fourth
Axg_;nun, New York 16, N, Y.

Economic Indicators—Their Use in
Business Forecasting—Henry M.
Platt — Amos Tuck School of
Business Administration, Dart-
mouth College, Hanover, N, H.
(paper) ’

International Monetary Fund —
. Summary Proceedings of An-
nual Meeting, 1958 — Interna-
tional Monetary Fund, Washing-~ |
ton, D. C. (paper)

Jim Fisk: The Career of an Im-
probable Rascal—W. A. Swan-

- berg — Charles Scribner’s Sons,
597 Fifth Avenue, New York 17,
N. Y. (cloth), $4.50.

Money Management — Your Sav-
ings and Investment Dollar —
Money Management Institute,
‘Household Finance Corporation,
Prudential Plaza, Chicago 1, Ill,
—- paper — 10c per copy.

100 Years of Banking in Canada;
A History of the Toronto-Do-
minion Bank-—Joseph Schull —
Copp Clark-Publishing Co., Ltd.,
Toronto, Canada. (cloth) -

‘Problem of Inflation—New York

University Graduate School of
Business Administration, New
York, N. Y. (paper)

State and Local Government Fi-
nances in 1957—Bureau of the
Census, Washington 25, D, C.
(paper), $1.

University Publishers Spring 1959
Catalogue—pnivqx_';}ty Publish-
ers, Inc, 5 Bast 84th Street,

~Neéw York 22, N. Y.

Your Bank’s Program for Emer-
gency Preparedness—A Check-
list—Pennsylvania Bankers As-
sociation, Box 152, Harrisburg,
Pa., 50c.

Your Savings and Investment Dol-
lar—Money Management Insti-
ture, Household Finance Corp,
Prudential Plaza, Chicago 1, 111,
(paper)
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