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EDITORIAL

- As We See‘ It

The cemmunist theory of world domination
has always been based on the belief that the West
could be and would be conquered through the
East. Not wholly unrelated to this notion is a
recent statement by the titular head of the Demo-
cratic party, Adlai E. Stevenson. Said Mr. Steven-
son the other day at McGill University:

“The- rich are getting ‘richer and the poor
poorer as population grows faster than produc-
tion in the poor areas. The pre-condition of any
effective world policies in the West is an'imagina-

" tive understanding of the implications of this race

between. resources and population; of this grow-
ing gap between a small, wealthy, white, western
minority,. who have modernized and the vast
majority: of mankind who have not.”

"It was presumably Lenin’s idea that. the pov-.

i erty-stricken ‘and sometimes enslaved ‘peoples: of
- the world, who then as now:numbered many
. hundreds of millions; could: be.aroused to bring
. defeat: -and ‘perhaps- destruction to-the nations
| where wealth had accumulated, sometimes at the
expense of what we now call- backward peoples.
1t is apparently Mr. Stevenson’s.belief that basi-
cally conditions are- not only bad but getting
worse in.these undeveloped lands-—due in part
10 lack of progress in producing the good things
of life and in part to population growth. One
supposes-that he has in the back of his mind also
the fact that the Kremlin is well aware of Niko-
lai Lenin’s teachings about how to make use of
the misery of many peoples to conquer or destroy
Continued on page 28

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” Section, starting on page 38.

DEALERS

U. S. Government,
Public Housing,
. State and Municipal
- Securities
" rerepzoNe: HAnover 2-3700
CHEMICAL
CORN- EXCHANGE
" BANK

BROKERS °*

i ' | BurNHAM AND COMPANY

MEMBERS NEW YORK AND AMERICAN STOCK EXCHANGES

15 BROAD STREET, NEW YORK 5, N.Y.
TELETYPE NY 1-2262

CABLE; COBURNHAM

" UNDERWRITERS

DEALERS

Our Position in the
- Current Business Cycle

By ALLYN P. EVANS*
President, Lionel D. Edie & Company, New York City

Mr. Evans is convinced recovery still has two-thirds of
the way to go in the business cycle—roughly another two
years.  And that regardless of temporary variations it
will occur within the framework of the economy’s longer-
term secular growth trend.: He predicts higher short and
long run interest rates and offers other one-year fore-
casts. Predicting capital spending will increase 15 to
20% over 1959 in 1960, the economic consultant avers
the real race between USSR and U.-S. A. is in the field
of capital spending—a challenge which he believes our
business and government will successfully meet. A mean-
ingful analysis of the population capacity of both coun-
tries, present and future, is also provided.

The late business recession hit bottom in April, 1958
when the Federal Reserve Board Index of Production
reached 126 after having declined
from a previous high of 147 in Feb-
ruary, 1957. The preliminary figure
for April, 1959 was 149. As you can
see, the recovery to date has been
steep and substantial, We are asked:
Can' this rate of recovery be sus-
tained? Is it proceeding too rapidly?
Will. it collapse. suddenly? Some
point to the extremely high rate of
steel production, inventory accumu-
lation and the probability of a strike.
~Others gpefer to the high level of
- unemployment; the outflow 6f gold,
foreign competition, the decline in
farm prices, the sluggishness of the
recovery in capital expenditures, the
high cost of money and the inter-
national political crisis. Speculation in the stock mar-
ket has given concern to many. When you draw up a

Continued on page 34

Allyn P, Evans

*An address by Mr. Evans before the Busi ’s 1 h
given by the New York Trust Company, May 27, 1959.

‘Who Says Steel Indusiry Is

l . B8 ,
mmune to Competition?
By BENJAMIN F. FAIRLESS*

President, American Iron and Steel Institute

The competition of foreign steel and that of substitutes -
for steel is held to be one of increasing concern. It
prompts Mr. Fairless to expose two- illusions: viz., steel
is immune to competition and cannot be priced out of the -
market by rising costs. Announces that Iron-and Steel
Institute will explore present and potential-use of domes- -
tic and foreign steel products so as to enhance steel’s .
competitiveness. He endorses foreign aid as a way to
build up foreign markets as well as prevent spread of
communism; opposes tariff or .quota: protection; and
favors keeping steel competitive .by keeping .all costs
down, improving technology and by helping and encour-
aging a rise in the standard of living-abroad.

The past 12 months have been eventful ones; - A year
ago the iron and steel industry was operating in the
trough: of a recession and profits
were suffering sharp.déclines.. Some
companies, in fact, -were- operating
at a loss. vl
Fortunately, now, . those trends
have been reversed.and.despite the
recession, - our: industry last year
maintained its world leadership with
 a gain of nearly seven million tons of

new-capacity. J sama mtiase
But 'the increase ' in " operations
during recent months does not mean
that all the industry’s problems have
been solved. One of these problems
has been giving me a great deal of

‘» concern of late. 4
Benjamin F. rairiess I might -describe this problem by
referring to two great illusions which
seem to persist in some quarters. One of them is that
there is little or no competition for steet in the market

Continued on page 32

#*An address by Mr, Fairless before the 67th General Meeﬂng; of
the AI:n:rican Iron and Steel Institute, New York City, May 28, 1959,
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The Security I Like Best
. A continuous forum 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 particulor gocm—ity

(The articles eontained in this forum /are not intended to be, ooii g
are they to be regarded, as an offer to sell the securities discussed.) " -

STUART M. BERINGER
Vice-President
P. W. Brooks & Co., Inc.,

New York City

Seismograph Service Corp.
Do you ¢ver long for tI . ood
old days when sound inc .strial
stocks sellmg at less than eight

times earnings -and at substantial

discounts*
from book
values were
the general
rule rather
than excep-
tion. Well, for '
those who ap-
preciate am-
ple present’
value for each -

.dollar in-;

vested, (and
who | perhaps ’
don’t get too .
excited about - *
stocks selling ’
at 20 times

projected earnmgs), I would like-
to suggest - for: consideration . the’
common stock of Sexsmograph
Service Corporajuon . of ., Tulsa,
Okla. But, like an over-eager
story-teller “ who, in  his ' concern
as to his ability -to hold his audi-
ence’s interest, lets the punch line
slip out beforé the joke is properly
told, let me insert right here,.out
of Lontext that this stock, cur-

Stuart ‘M. Berm:er

rently avallable around 141/2, is

sellmg at only 1.8 ‘times -cash
share in
1958!

’Turmng now to a more mderlv

" review of this situation, I should

like to point out that Selsmoglaph
Service Corporation was incorpo-
rated in 1931 and is believed: to-
day to be the world’s’leading sup-

plier of seismograph services and

complex electronic . devices used
by oil and gas companies through-
out the free world in their unend-
ing search for oil and gas reserves.
The company has been responsi-
ble for some of the important new

‘| techniqués and equipment in'the
geophysical field, many ‘of which .

are patented, and has recently
substantially expanded its:manu-

facture of such equipment and"

other. specialized. electronic ap-

paratus both for its own use and
for sale to others. i

In addition to selsmog,raph sur-
veys, the company provides a sur-
vey service used in -eff-shore
(Lorac), continuous
velocity logging and gravity meter
operatioiis. Playback centers have
been established in seven major
oil areas to afford the most ‘mod-
ern cross-section presentation of
seismic data from field  magnetic-
tape recordings. A comprehensive
re-interpretation service for geo-
physical data, both gravity and
seismic, employing certain new

devices of ‘advanced design, gives

the company certain competitive
advantages in this field. Seisver-
ters, for example, an exclusive
device for converting old seismic
records to magnetic tape are pro-
viding such valuable additional

In Thousa

-the U.

T » Commercial and Financial Chronicle . .

This Week’s:
Forum Participants and
Their: S,elections

FSexsmograph Serv:cﬂ Csrp —Stu-
-art M. Beringer, Vice-President,

formation that th e L age )

information that they are working

24 hours a day in Tulsa, Calgary Twin Coach Cempany—Morton A.
Caracus, and London, - . Caype, of J. N. Russell & Co.,

Operating revenues-in- 1908 ine; Cleveland Ohio;(Page 2)

reached an all-time high ‘of’ $16,-
278,000, marking the eighth con-.
secutive year that they haveiad-".% /i
vanced. Net income after taxes ’
declined to $573,000 (or $1.57 pe1
share) as against an average(o
$753,000° for the past 5 years: (or A Bl :
$2.07 per share). Operations were Aouzx:urun .‘lock Ex‘r—hansﬂ and
adversely affected during the year - . Midwest Stock Exchaage
by the well-publicized depressed., Twm Coach Gmpany

condmon 8fantz§1§a gﬁdl%cgset;};dgx The common stock 'of the Twin
Coach:Company presents a capital

Nevertheless, cash earnings (prof-
: ioesow v gailis opportunity that is primarily
itg atter taxes plus depregiation), based on the assumptlon that the

as a percentage of operating rev- 1

enues were at a high for the past’ airplane is no;
5 years of 19.2% and totaled am. gomg out o
amazing $3,120,000 .(or -$8.57. ] . style.
share) after adding back’ de e :

MORTON A. CAYNE
“ J.N. Russell & Co.. Inc.,
Cleveland, Ohio
Member: New York Stock’ Exchange

- sales of $41,~
524,599, Twin
earned $3.45

cammgs durmg the past 5:

is summarized in the table belo
«Cash dividends have been paid:

each | year . since the “-company’s’

stock was first offered 16 the pub-*
lic in 1946. From 1953 -through
the, 1956 : dividends totaled $1.00.
per share annually, but were re-

duced to 60c (plus 4% stock)7 in” *

1957 and. to 40c in 1958 as a resulf

of lower earnings, unusually' heavy

expenditures for fixed assets and . tion.

a fairly -tight cash posmon

view of the.company’s large cash in September,1957), Twin divested

~.share, This
.was' no‘'easy
“task. for-a
“management
. who . Just the

swasbeset

problems in .a

: Morkon‘A. Cayne * losmg hitua.

‘flow, the placing of a $1,500,000 of : itself of Fageol. Products ‘Com-~

13-year notes with Prudent1a1 In- pany, Kent,” Ohio, a subsidiary
surance Co. in February, 1959, and, manufacturmg marme engines,
the" improving ~ businéss: ‘outlook -bus engihes and “parts. ‘The Kent
for the oil industry some dividend -Production " Division ‘which :pro-

increase -this 'year and the resto- ‘duced post office vans and sheet -

ration of the former $1.00 rate in;metal parts was sold along with

1960: both ‘seem -to be- reasonable North American Marine of “War--

P.. W..Brooks & Co., New York.

';Al_abangla &
Louisiana' Secnnhes

Bought—SalJ*:bﬁoIld i

STEINER, RousE & Co
. Members New York Stock Exchange,
Members American Stock Exchangé
19 Rector St,, New York 6, N. Y,
HAnover 2-0700 NY14557
NewOrleans, La.-Blrmln‘hm,All
Mobife, Ala.
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In 1958 on |

per common’
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‘Yamaichi
vSecuntles Company

of New York, Inc..
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5 Yamalclu Sacurities cn., Lid. :
"~ 'TokyosJapan - - :
Brokers & Investmént Bankers. )

year ‘before

“Avith countless - |

Under ‘the” leadership of" °
In President W. H. Coleman(elecied :-

possibilities. "+

‘The" company thus appears.'to”
possess- just those-. credentials
which would normally-command a
generous price -among" investors:

‘saw, - Ind.,. which . produced- small
p],ehsure boats “(Tax -loss -carry

forward /into 1959 abnut $11’z mxl— #

:-— A A

lion.)

. Today. Twin Coach retaing and

_date onthis issue which has sold.

It is an established leader in-‘its” operates their

field, has developed ‘considerable - Division at - Buffalo, New York; :

technological know-how, provides which is an important subcontlac-
an important service to a'basic tor of major airframe components,

steady growth and large proven and other products for.the marine

earning. power, and ‘has’ a. 'small" -and- missile mdustlv The Service,
of just 388,000 Parts Division — warehouses -and" |
shares of common stock, 1nclud1ng \|sales offices, Kent,:Ohio, and -Fort - |

capitalization

24,000 ‘issued -on Jan, l 1959 in Erie,” Ont., Canada, sells replace-

connection with the acqulsxtlon of « ment parts for-buses and other ve-

Birdwell, Inc. (The purchase -of- hicles. Aformerly: manufactured by
this \vxre~1me service company in- Twin-in, years prior to: 1958, and

Bradford, Pa., is expected to fur- stocks all replacement parts and”

ther strengthen the company’s’ services transit-type urban buses
competitive position prmclpally sold.:and : manufactured by the

with respect to logging services.) Flexible Company of Loudenvxlle !

Nevertheless, Seismograph Serv- fo.

ice Co. common stock is selling at the start.of 1959 had an aireraft
less then twice cash flow . earn- . order backlog in excess of $35 1?111—‘
ings, at only seven times: 5- year lion" which " included.: contracts
average earnings and at-a dlacount from: Boeing, .. Chance "-Vought,

0
o ‘301’ from "its book Val].le ° ‘Northrup and McDonnell for parts
$20.72 per share. Furthermore, the that. ‘include - wings, ‘wing. flaps,

current bull market in equmes rudders, - bomb . racks,
has had little or no influence’'to launcherbeds, ete. . =)

industry, has .a long record : of ‘special sub-assemblies for vehicles |

MUTUAL L
SECURITIES
FUND OF BOSTON
: Prospectm on Request ’

GENERAL DISTRIBUTORS

D
KELI.ER BROTHERS £
Jecunilies €Oy lNc-

l!RO COUI“ STREET, BOSTON 9, MAS’
. Cornér of Washingtan St.)
7 Tolephone Richmond 2-2530 7., /

Aircraft, " Missiles' ~ 4/

 LAMBORN & CO., lnc.
99 WALL STREET
" NEW YORK 5, N. Y.

SUGAR -
" Raw — Reflned —_— Liquid
E.tpnrtl—lmportn—-l" utures

"

DIgby 4-3727

‘The Twin Coach " Company at,

¢ Grumman, Revnublic Kaman!:

mlssxle 3

- Space .does not permlt a.com- X

, J

‘at'14 or higher in each of the past’ ‘plete.summary of all aircraft cov=

‘ered in these many contracts 'but
six years. It thus seems, in the gy deal with’ airplanes being pro-
writer’s opinion, to represent:a :duced for the government' as part
rare opportunity to acqu1reatruly of our defense program- such as

undervalued special situation . de-
spite the price inflation in -the
general market.

d

Operating
Revenues
$16,278
15,858
13,665
11,439
11,271

Net
Income
$573
833
572
757

5-year average

“Based on 361,000 shares outstanding on Dec, 31, 1959

Deprecia-

: $2,547

~——Per Share*—
Net Cash
Income Flow
$1.57 $8.5T.
2.34 7.75
1.57 5.89
2.08 5.62:
2.78 5.92

$2.07

Cash Flnv_\‘
Earnings
$3,120
2,820

2,144 -
2,044

ticn
1,968

1,571
1,287

$6.75

the Strategic Air Command which
“continues to be important for our
major defense as well as a retaha—
tory force.

For American Motors Twin
built special aluminum bodies for
the “Mighty Mite” vehicle, which
may soon develop into a Very im-
portant quarter-ton. four-wheel
drive military unit for the Army
Ordnance Department and which
is pre<ently being evaluated .and
tested by the Marine Corps. d

The “Pack Rat,” a highly mobile

Continued on page 12

N lf ' Q " B-
OVER-THE-COUNTER :
INDUSTRIAL STOCK INDEX

20-Year Performance of
35 Industrial Stocks
FOLDER ON REQUEST -

National Quotation Bureau

Incorporated

46 Front Street © “New York 4, N. Y,

. Thursday, June 4, 1959

|

|
|
|
|

Rh1! Bro;dway,H.Y. 6 COrtlandt 1-5680 }




Volume 189 *Number 5852 ", .

”"“Be'come’Aclivé in Politics

~To Stay ‘Aclive in Bu_smess

". By GEORGE M.

HUMPHREY*

; Chairman, :National Steel Corporation~ = e
Pittsburgh Pa. <

Former Secretary . of. the Treasury presents. business - w:th a,.)
“bill of - particulars . pomtmg up the need to undertake a far
 * greater, more active part in politics in both parties.” Concerned .

not-only. with -the: apatl:y businessmen . generally display.in - .. -
handing. over the “power of attorney” to' office-holders, Mr..:
Humphrey - also- admonishes business “and *labor on ‘pricing-: i

- themselves-out of their :markets. He. urges the President ‘be.

 supported in ‘bis efforts- to limit spending ‘and to balance the b

. budget; warns _that’ pelitically -determined. costs.: can-. price . -
‘ - business out of better markets and adversely affect wage-and- -
“T L prricing pohcles' ‘ridicules the notion a few people can 'admin: '
. ister prices in' a vacuum; and to preserve a healthy business . .
climate, recommends informing. employees and stockholders. -
on importance of freedom of ‘choice; fiscal’ responsibility and .7 .
‘sound" monetary policy. Notes, for example; that agriculture
takes all ‘surtaxes. paid above the 20% rates,’ flvo-slxths of
.. which is for price supports.

; Most of “us have learned- that
;i when a document-is handed to' us

for signature, it is wise to’ turn it

over before- signing ‘and read the
fine- print on
the. back,
which. usually-
carries -the -
‘. real tough
obligations
and - condi-
- txons
' The ballot i 1s
t hemost
prized posses-
sion.. of citi-
zenship in-this -
country, . It’s
our* cherished:
" evidence of-
the - freedom
of choice . that:”
2 we: all hold so dear and that’ gen-
~erations of Americans have fought
and died to preserve. :
©; But. how . many of us have
«+# thought' to read the fine print on
+the: back? . How many of us ap-
. preciate: the. obligations, the re-
5, i sponslblhtxes, this great privilege
* garvies with it, if 1ts benefits ‘are
‘ to endure?,

* Of course,. in .a. literal. sense,
there is no fine print on the. back.
‘i{of the ballot. But'in an absolute-
11y real sense, a, great deal of very
Jmportant—'md very fine—print
ig involved. This is found, not on
the back of the bhallot, but in the

Geo. Humpnrey

whole use and tradition of repre-.

sentative government as we have
developed it in: this country. The

jvery word representative means ;

that we elect people to represent
-zus in our local, state and Federal
governments; and ‘these : people-
that “we elect’, have - tremenduus
ower ¢ver our lives through the
feglslanve ‘and “the executive
~-~—branches of our’system ‘of govern—
‘ment.

' Qur fmm of govemment is the

best, the most effective;” and . the
most - equitable form of - govern-
ment ever-devised. But our kind
of government can only be the
"best kind of-government if it-is
‘intelligently -used by informed
:people, determined to -have -the

*An address by Mr. Humphrey before

‘ the 67th General Meeting”of the American-

! Jron and Steel Institute, New York City,
' May 28, 1959.
§ A 4,

. -

. system: vigorously  and

‘business,

best government on “earth." We
must always remember;” we-must |
never forget, that a'good form of -
government. does" not -guarantee’
good’ government mYeu.  only~ get’
good government by using-a good

gently r P

One of the most 1mportant
thmgs for us to preserve, defend ,

intelli- i
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of our kind of government is our

'system of free economic¢ choice— .
y -our free competitive enterprise
system—and this; in practical form * °
is our business system. “It°is’ our.

free business system: that produces:
the jobs that make the goods and’
the wages and. ineome by which

we have -gained the most satisfac-:
tory. standard of living in. man’s:

history. It is from.these jobs and
goods and incomes—and only from
these—that we draw, ‘the‘taxes’to

.support our government;:to de-:

fend our nation, to _.educate: aur-.
selves, and to prov1de us. thh our:
roads, harbors, social security and'
employment benefits,: and . to,

achieve the military and  économic! )
objectives of -our foreign-policy.

It is from the jobs and--goods and

incomes ‘of ‘our free business sys-,i
tem: that we sipton off the wealth-

that supports our churches, our
art and literature and music, our
great : private universities, our,
health. and recreational facilities,

and the entire material fabric of :

our cultural and spiritual life. .
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litical dog house 'in this country Olll" Reporter's Repart

long enough. It is shot at from

‘every quarter. 'I'm . proud-to be a-

businessman, ‘Almost every mate- - =" -
rial benefit we have is created by '* 5. -

and - it’s - time --every
American businessman takes his
proper place in leadership- toward
sound governmental objeetives and
fulfills his pohtlcal dutxes and
obligations: -

When we use the ballot the fme )

print gives the pohtlcal office~

L

Secunties Salesman’s Corner____

I3

holder-a power" of attorney much - The Market Ve and You——By Wallace Streete

more extensive and effective than

-any power of ‘attorney’ you grant

in the course of business, to 'im-

-prove-and strengthen, or-to warp,

Contmued on’ pagé 30.
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" Observations . . .
By ‘A: WILFRED MAY
STAR SPLIT PERFORMANCE ;

Surely IBM: is entitled to an
Oscar for its ever sensational split
perfermance. Of course, its mar-
ket gyrations- have
profits for
all and sun-
dry. But'more
important, the
public’s: reac-
tions are in-
valuable in |
highlighting 7’
the broad mis-
conceptions
concerning
that glamor-
ous phenom-
enon, the
stock split.

T his most
popular of
stocks,as a
counterpart of a famed New Deal
slogan, has been following the
process “split and split and split,
and rise and rise and rise,”

Beginning the year.1956 at 403,
a price alreacdy representing a
price-earnings ratio.-of 31, the
issue, propelled by splif expecta-
tions, rose to 534 by the end of
April. The declaration of a four-
for-one split at that time reduced
the price of the new shares back
to 400, whence renewed split ex-
pectations promptly carried them
up to 550 at the 1956 year-end.

And so on. By May first 1957
the stock advanced further to 575,
when another split, this time two-
for-one, adjusted the price of the
new shares down to 288, with a
year-end close at 300. During the
following year, 19538, re-stimulated
by the splitabiiity coincident with
its - continuing - high price level,
the stock again staged a sensa-
tional rise to end the year at 552
(representing a price-earnings
ratio of 50); with a further ad-
vance to 603 by this year’s April
split-time, Again, from its three-
for-two post-split price of 390 on
April 29 last, our tireless *“‘Split
Candidate” has, of course, during
the past month sensationally risen
a hundred points back to 4886—
where it is again temptingly split-
able,

_Thus, by its policy of using the
small-sized -split (as 3-for-2) to
further - its aim of keeping the
market price from getting out of

. hand, the management is unwit-
tingly stimulating the public’s
“Split Candidate” speculation.

Price Reduction Not Indispensable

-The IBM record shows that a
: reduction of a stock’s priée below

A. Wilfred May -

made big.

the 100 or 50 level is not neces-
sary for broadening share owner-
ship any more than for promoting
favorable market action. For the
number of holders of this high-

currently.-- Evidently the -mere
process of splitting per se is more
important to the .investor than is
the consequent .reduction in the
shares’ price. 'Directors of Su-
perior Oil and Christiana Securi-
ties, take heed! To get in the-
split-and-market rise-groove, just

i shave Superior dewn to the 1,200~

range from- its present 1,800 level,-
and Christiana only down to the
10,000 - range - from its present
$17,000 per share tag. Following
IBM’s example, these issues would
promptly rise again in their role
of Split Candidate. In other words,
the higher the price, the more
splitable, and hence attractive!

A New Study

The povularity of IBM, whose
$400-$500 split price - tag "has
hardly made it a bargain-base-
ment item, seems to cast doubt on
conclusions held by the pro-split-
ters. In a new and interesting
study, - “Observations  -on -Stock
Splits,” Harold Clayton of Hemp-
hill, Noyes & Co. cites the mutual
fund industry’s findings to show
that 10-20 is the price range to
which shares should be - split, -to
increase the sharehclders’ list. He
further maintains that tiae public
wanting the Blue Chip issues, in-
stead of buying them directly at
their high prices, acquires them
indirectly by purchasing the low-
priced funds—thus materially de-
priving the companies of stock
ownership-broadening.

“A company’s stockholders are
prime prospects for its’ products
or scrvices” is another popular
reason for splitling cited by Mr,
Clayton. But this advantage is
surely inapplicable to all but the
companies catering to the con-
sumer. The investor’s affinity for
his stock’s ticker symbol pre-
sumably would not help the sales
of machinery, metals, steel, air-
plane, tool, cement, heavy chemi-
cal, shipbuilding, vealty, or missile
enterprises. And coes not the
feverisn state of today’s market
spgculation reduce stock traders’
tieing-in of their stock with its re-
spective business (with occasional
confusion from nomenclature:—as
the sometime ascription of Sea-
‘board "Airline to the plane flying'

14 WALL STREET

=

Correspondentsinprincipal cities
throughout the United Statesand Canqda

UNDERWRITERS AND DISTRIBUTORS
OF INVESTMENT SECURITIES

DOMINICK & DOMINICK

Members New York, American & Toronto Stock Exchanges

NEW YORK

business, Minute Maid to watch
manufacturing, ete)? S g

Other reasons for splitting ably
advanced by Mr. Clayton include
the - public’s preference for buy-
ing in round lots, and the. desir-
ability of corporations catering
to the public’s predeliction for a
low price tag,—and he further
notes that a Blue Chip is a Blue
Chip regardless of 2 low price-
range.

Fault. Lies With the Public
We concede that the corpora-

forestall its shareholders’ miscon-
ceptions.
rent ‘split- proposal. amendment
not only prominently states that
splitting will not in any way alter
the proporiionate interest of
stockholders, but also sets forth
the amount by which brokerage
commissions and' taxes will  be
higher on - the equivalent trans-
actions in the new stock; namely,
by 45% on a stock selling at.50.

Harm results rather from the
investing public’s misconceptions
about the essentials of the split
process, thus intensifying sense-
less speculation in large areas of
the market. Let the comnmenta-
tors, and
authorities as. well, do a realistic
educational job, to lessen its

abuse as an inflationary market’

gadget! !

Richards With Bosion
Branch of Albert Frank

BOSTON, Mass. — Robert L.
Richards, for
the past sev-
eral years an
account exec-
utive with the
New York
headquarters
of" Albert
Frank - Guen-
ther Law, Inc.,
has been
transferred to
the agency’s
Boston office,
10 Post Office
Square. Mr,
Richards’
prior associa-
tion was with the New Bedford
(Mass.) “Standard Times.”

Wm. Nichols V.-P. of
Wm. E. Pollock & Co.

~ William C. Nichols has been
elected a Vice-President of the
investment firm of Wm. E. Pollock:
& Co., Inc., 20 Pine Street, New
York City, dealers in United States
Government securities, and - un-
derwriters and dealers in state,
municipal, railroad and industrial
securities.

Pittshurgh Bond Club
To Hold Annual Outing

PITTSBURGH, Pa.—On .June

Robert L. Richards

19 the Bond Club of Pittsburgh

will hold its Annual Spring Out-
ing at the Longue Vue Club.

Baker, Simonds Branch

DETROIT, Mich. — Baker,
Simonds & Co. has opened a
branch office at BF-7 Northland
Concourse, Northland Center, un-
der the direction of William A,
Benjamin.

Now Britton, Pecaut
SIOUX CITY, Iowa—The firm
name of C. W. Britton & Com-
pany, Orpheum Electric Building,
has been changed to C. W. Brit-
ton, Pecaut & Company.

United Imp. & Inv.

United Improvement & Invest-
ing Corp. has been formed with
offices at 25 West 43rd Street,
New_ York City, to engage in a
securities business. .

One corporation’s cur-"

the Stock Exchange
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‘Steel Production -
Electric’ Output
' Carloadings
‘Retail Trade
Commadity Price Index
* “Feod Price Index
~Aute Production
Business Failures

Tl‘l‘e‘ o
of Trade

State
and Industry

Extension of the business advance at a better-than-seasonal
pace, and on a broadening scale, is evident from "the data now
available. for the spring quarter, the Office of Business Economics
announces in the May issue of the “Survey of Current Business,”
monthly publication of the Department of Commerce,

Demands are rising briskly in most ‘markets. In fact, the only
broad area of demand which is still laggingis the foreign market,
where exports have tended downward in recent months. <

" The strong. current performance. of-the -economy is evidenced
clearly by the.rise in personal income.. Figures for April; place
the -overall total at-a-seasonally adjusted.annual rate -of :$3721%
billion—up more -than $3 billion from:March and about $7%
billion from February. Increases in the preceding half year had
averaged around $1 billion per month. April personal income ‘was
$23 billion, or 614 %, larger than in the same month of 1958 -

The current upsurge in the flow of.income to. individuals has
reflected wholly an enlarged volume of disbursements from pro-
ductive activity. Transfer payments have changed little as the
continuing decline in unemployment insurance benefits has ap-
proximately counterbalanced the rising trend in other-types of
social insurance benefits. ) -

The income expansion has centered primarily in wages and
salaiies. At anrwual rates, aggregate payrolls in the economy ad-

. vanced about $3 billion in both March and April, reaching a record
high of $253 billion. 1 )

The advance in payrells, in turn, has derived principally from
higher - employment;” although’ small further increases in hourly
earnings and hours worked also have contributed. -The employ-
ment reports for April indicate an extension of the. significant
improvement which had been noted for March—sizable gains in
number of jobs and an accompanying reduction in unemployment.

Retail cales have reflected the steady advance in. personal
income. Preliminary figures for April indicate sales for the first
four months of the year at a seasonably adjusted annual rate
of $213 billion, 8% above the recession period a year ago. Most
of this advance was in physical volume. : :

Sales at durable goods stores registered another marked rise
this spring, following the large gains made in the closing months
of last year. This has been especially true for automotive dealers,
who experienced a 10% increase in their tolal sales in the first
quarter of this year compared . to the fourth quatrer of 1958,
seasonally adjusted. P f )

Sales by building materials and hardware dealers have regis-
tered ‘a sharp advance so far this year.- Sedsonally -adjusted, sales
in the first quarter were more than 3% above the fourth quarter.
Furniture and appliance sales have been tending: slowly upward:
for a year. In both of these groups the strength in home buying
has been a stimulating factor. ) ] ;

Retail sales of nondurable goods stores were up 5% for the
first four months of the current year {rom the corresponding pe-
riod of a year ago; marked advances have been registered by
general merchandise and drug stores,

Prices have shown little net change in recent months and now
average a little higher than a year ago. Both at retail and whole=
sale, products of farm origin have shown appreciable. declines,
and nonagricultural prices have tended upward. Wholesale in-
dustrial prices turned up in mid-1956 and have risen since that
time’ a little mcre than 2%—about the equivalent of the rate of
jncrezse for the two years preceding the recent recession, -i.e.,
mid-1955 to mid-1957. During that period farm and food prices
were also rising most of the time, and the average of all prices
showed a rather steady advance. :

Nationwide Bank Clearings-Up 35.7% From 1958 Week

Bank ¢learings this ‘week will show an increase compared
with a'year ago. Preliminary figures compiled by the “Chronicle”
basec: upon telegraphic advices from the chief cities of the country,
indicate that for the week ended Saturday, May 30, clearings for
all cities of the United States for which it is.possible to.obtain
weekly clearings will be 14.0% above those of the corresponding

_week.last year., Our preliminary. totals stand. at. $25,170,301,278

4 ~ Continued on, page 35
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There Has Been a Basic Change
- In Our World Trade Position

By GEORGE S. MOORE*. .

Executive Vice-President,

- The First National Cily Bank

"Tl\e’c_losin_g of the dollar-shortage era and the -growing: com-

of New York, New York City-

_ petitiveness of Europe, Mr. Moore: says, attests to the success -

- of our efforts and, thus, we- must learn to live with the resul-
- tant, and-not unexpected, stiff competition. He writes on our

- export problems; ' competitive -

“and-weighs the consequences: of all this for our foreign trade

- prospects.. ' Abjuring  we must

* end our foreign programs, or remain complacent, the New York

position, - balance -of - payments

not revert to protectionism, or

- banker recommends we militantly. discipline ourselves at home, -
. pass. the Boggs Bill, and- explain. the facts of our changed

~world economic: pesition to the

- .are convertible and any lessening of trade restrictions against ‘
U S.’goods ‘aids our competitive position should not go- un-

- noticed,: he adds, nor for that

public.” The-fact that currencies

matter the change in Europe’s -

. favorable factors.. :

D PR
... The .End of the Dollar
:Shortage Era

. The general theme of what I
want to discuss about world trade
and America’s place in it, is that
I think we have come to the end
of an era. I
shall call. it
the-dollar
shortage era.
During that
period Ameri=-
can - policies
have been de-
signed to -re-
construct the
Western
world and-
build the kind
of world trade
and financial
structure in
which we
want to- live.
I thirk the United States can take
great satisfaction from its part in
building this world. We began
the job after the war with such
programs as UNRRA and the
Marshall Plan and have continued
right down to the present day
with other forms of foreign aid.
There has also been an increased
flow of - private American capital
and tourist expenditures. In the
trade field, we have continued the
Reciprocal Trade Program with its
steady reduetion of our tariffs and
the consequent stimulus to ‘our
imports. - These- and: other . factors
have. supplied.the world ‘with a
growinz volume - of -dollars. 'In
fact, many- people do not: recalize
it but the United States year after
year in thisrdecade with only .one
or two.exceptions, has been run-
ning “a ‘substantial- deficit in its
balance of payments. We have.in
this 'way made a great contribu=
tion to restoration of more normal
international trade and financial
relations. Western Europe and
Japan have been rebuilt and their
productive ecapacity has been re-
stored. The most important signal

George S. Moore

*From' an address By Mr. Moore be- |

fore the World Trade Dinner, Milwaukee,
Wisconsin, May 19, 1959.

of success was the .restoration of

~ convertibility of the principal Eu-
- ‘ropean currencies at-the end of

1958. )

The- end  of the dollar shortage
‘era. really. means that the prin-
cipal countries.of Western Eurgpe;
plus Japan, have now had their

, desire for intcrpational liquidity

. satisfiedyi, By.,and. large,, these
countries. feel that their reserves

. today are adequate. Even . the

British, whose need for reserves
is greater than that of some other
countries because they must run
a world currency also, feel more

¢ comfortable and have not  been

deterred by a shortage of reserves
from taking a number of expan-
sionary measures to combat their
recent recession.

You might well ask about the
dollar shortage of the developing
countries, but I submit that their
desire for liquidity can  never
really be satisfied, at least not in
our generation. Their needs and
their urge to develop are so strong
that they will tend. to use any
dollars with which they are sup-
plied. -

The ending of the dollar short-
age era in 1958 canic with un-
usually dramatic swiftness. During
that era, American exports had
it all their own way, principally
because we were often the only
source of supply for many goods:
This was brought.out.in. striking
fashion as recently as 1957 when
our-exports soared to. the record-
breaking : level .of - -$19.5 -billion
largely ‘because ‘the  Suez. Canal
was closed and-there were major
crop failures in some of the coun-
tries of Western Europe, all in a
period of -boom.  In.1958, how-
ever,
clined. as. the situation returned
to. normal, so the export figure
for the year as a whole was only
$16.3 billion. We began to feel
acutely the competition of Europe

“and Japan in a world situation
that in several respects could
hardly have been more favorable
for our competitors.

First, their productive capacity,
due to the combination of our aid

DAVID C.

STRAUSS. GINB
115 BROADWAY
NEW YORK 6, N. Y.

Teleptione: BArelay 77631
June 1, 1959.
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our exports steadily de-

anc their .own remarkably vigor-
ous and well directed efforts, had’
been more than fully .restored. " -

Second, the boom in Europe was-

tapering off-during that-year so-

that more and more of - Eutrope’s.
capacity could be: diverted - from
domestic¢ needs to export. .- -
Third, a tapering off of - the
European boom resulted in a ‘de~

" cline’ of invertories so that the

volume of  Europe’s imports, in~
cluding imports from the United

© . States, tended to fall. ‘

_ Finally, world commodity prices
fell so -that ‘Europe and Japan.

. were able to get the reduced vol-

ume of imported materizals at con-

~ . siderably-cheaper- prices. - In fact,

as export prices were maintained:
in the face of falling import prices,
the terms of trade (i.e., the spread
between: these) of many. of the

. countries of Western:Europe im-~
- proved on the order of 10 to. 12%:.

The net result of these factors

< was a marked improvement in the

international financial: position of
Western Europe and Japan. West-
ern Europealone :gained a total
of about 3.6 billion in dollar and
gold reserves during the year and
thus absorbed  practically. the
whole of the'dollars that we sup-
plied .the world during that year,
The primary producing countries,
plagued by lower prices ‘and re-
duced export volume, were not
able to add to their reserves at all.
As you: weil know, the Western
European countries converted a
large part of their increased dol-
lar reserves-into gold—-$2.3 hillion
of it in fact. It-was not so much
that these countries had' lost con-
fidence in the dollar; it was sim=-
ply that most. of them were gold
holding countries by tradition so
that as their reserves grew, they
automatically - converted their
newly acquired dollars-into gold.
To some extent, this development
is continuing in 1959, so we are
still suffering gold losses to Eu-
rope and Japan, though at a
markedly reduced rate.

" The finishing touches are in the
process of being put on the inter-
national structure thai{ we have
been trying to: build by -the in-
crease of 50% in the quotas in
the International Monetary Fund
and the International Bank for
Reconstruction and Development.
This increase in quotas will help
all countries, developed and. un-
derdeveloped alike, but let us not
forget. it—they. also represent, in
effect, an.additional line of credit
on- the resources of the United
States. " : g
, One final point about the com-
petitiveness of Europe:. 1959 -has
brought the Common Market. The
six nations of this market have
about the same population as the
United States although their gross
national.. product is only about
40% of ours. It has been growing
twice as fast and is likely to con~
tinue to grow at a relatively faster
pace than we, at least for a time,
Over the years immediately ahead,
the Common Market will not only
become a great free trade area
corresponding roughly to the
United States, but there are good
prospects that the rest of the
countries of Europe as well will
be tied into this area in some way
or other. These reduced barriers
to trade will strengthen Western
Europe immeasurably and thereby
the whole of the free world. These
peoples are striving for many
things Americans already have.
They are able, resourceful and
hard-working. There is no good
reason why they cannot have what
they are striving for, nor will
this be a bad thing. It is creating
a strong social and economic unit
to work side by side with us in
the struggle for freedom and

peace,

Europe has now reached the

point in her recovery and strength
when she can and should assume
a greater share of the burdens
that we have catried so.- largely

ourselves since the end of the
war. '
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.The American Export. Problem

‘What do these developments in
Europe mean for the American
exporter? They mean increased
competition in contrast to the era
of the dollar shortage, when many
of our  exports were 'virtually
alone-in the field. More and -more
we shall have to face stiff com~
petition from the factories of Eu-
rope and Japan. This is the kind
of world that we have tried to
build. We must now -learn to live
with it, O .

Not only do we have to adjust
to:the new situation, the -Euro-
peans must adjust to it too. .Most
of them still-discriminate -against
American goods: in. spite 'of the
fact that the coming of conver-
tibility has removed the financial
basis for such discrimination. This
means that traders who come into
possession ,of convertible curren-
¢ies ‘may  nevertheless be pre-
vented from buying in the United
States by ‘direct import restric-
tions or .quotas imposed upon
United States goods by the country
of their residence. Some -of the
European countries have relaxed
their quantitative restrictions but
others, in particular- the United
Kingdom and France, have lagged
behind. Generally speaking it is
now possible for the United States
to export industrial materials,
basic foodstuffs, and certain types
of capital goods into the Western
European countries, but we can
export only token amounts of con-
sumer goods so that most of the
advantages of the liberalization in
this area have flowed to other
European countries rather than to
the United States. It should also
be remembered that the conver-
tibility moves, except in Ger-
many, only restored what is called
external convertibility. There is
good hope for further liberaliza-
tion of dollar imports because
with the advent of convertibility
one currency is as good as another.
There is no point. for a convertible
country tc try to economize on
dollars ‘against any other conver-
tible currency. It might simply
be cutting off its nose to spite its
face by denying itself access to
the cheapest market. .

And so we must face the fact
that - European developments' in
the last year and a half have not
given much help to our_direct
trade with Europe.. Many Ameri-
can companies. are meeting the

situation with manufacturing fa--

cilities already-located in Europe
or within the Common Market
area, Many others are exploring
the possibilities. While the basic
concept is to substitute local man-
ufacture for exports. from. this
country, this is not always the
case. Often the productive facili-
ties provide only partial manufac-
ture and assembly and include
the use of component parts to be
exported from the United States.
Also, the resident company.often
facilitates.our export sale of other
B
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produets not included in the for-
eign manufacturing program. - . .
1 should like ‘tothink ‘of “the

 significance, for American indus-

try and labor,. of this-movement
of American capital to Europe. As’
long as our, capital can move free-
1y’ to foreign ‘countries—and it
would clearly be a.denial.of the
system for which we stand gmd of
the key role .of ‘the dollar in the .
world:'to place any :imapediments: -
against it—it. can be. used to-em--"
ploy resources abroad-rather than -
at home. In other words; while it

is entirely consistent with & our .

world: pesition to be an exporter
of capital, we cannot let our costs
at home get so far out. of-tine that
our -capital exports -are- simply
resulting in- the ‘employmernt of
labor, This-is ‘an: aspect ‘of  the
foreign ratherihan-American labor
compstitiveness: of our: costs: that
many’ able leaders-bath .in ‘busi-’
ness .and in lahor may sometimes’
forget. : £ TR

1

The Competitive Position o
U. S. Exports i
It is still not entirely clear as
to how fundamentally ‘the com-
petitive  position of our exports
has been affected. In.manufac-
tured goods; our exports are still’
more’ than -double our imports’
and we ‘continue to be far and’
away the world’s largest exporter.
of manufactures. But there ‘has
been slippage. - In 1958 ouf exports
of manufactured goods were only,
2.4 times imports as .against 3.2
times imports in 1956 and '34.
times in 1954. The decline last.
year in our exports. of manufac-
tured goods is all the more sig-,
nificant because - .industry was
seeking foreign orders to compen-~
sate for slackened sales at home.,
But Western Euvope -and Japan.
were more successful “than- we
were in maintaining-their exports
of manufactures. ‘I need only cite

automobiles as a case in point.
During the second half of 1958,
the U. S. exported 10% less manu-~
factured goods .than- during the-
first half of 1957, a period during
which world trade . in_.manufac-
tures reached an all-time peak. At
the same time, according to pre-
liminary data, Germany incréased
its -exports of - manufactures by
14% and Japan by 6%; the United
Kingdom’s - exports- -dropped: 4%
and France, on'the whole, main-
tained its position. Italy and the
Netherlands increased —their- -ex-

-ports of manufactures, -Belgium,

Luxembourg and Canada. lost
ground, and Sweden and Switzer-

.1and more or less held their posi-

tions. The net result was:that:the
reduction. in world itotal. exports.
of manufactures was -aecounted
for principally by the fall in U, S.
sales. " Thus our share in total
world . exports of manufactures
slipped to 24% in the second half
of 1958 from 26% during the first
half of 1957. Germany on . the
other hand, displaced the United
Kingdom Jlast year as the world’s
second largest exporter; its share
rose from 17 to 19%. ‘The share

Continued on page 33

MR. GORDON

-Carl: M. Loeb,

June 1, 1959

We take pleasure in announcing that

has been admitted to

general partnership in our firm

H. HeENSLEY

Rhoades & Co,
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l'lscal and Monetary Outlock

'’ By DR. VICTOR R. FARHI*

Economist, The Bank of New York
Lecturer in Economics, College of the City of New York

ing the problems -facing our’

are brought to the market.

Gazmg into the crystal ball is a

raajor occupation of these United-

States. Estimates of future activ-

ity are necessary in planning our.

lives. The job
of a business
econpmist” -is
to examine
current
frends, make’
estlmates of
the future |
and convey -’
these esti-
mates to " de-
cision-making
authorities so
that they may °
be -better
equipped to.
perform their
fasks. Some- y
times the busmess Outlook is.
clouded and. even. professional:
e€conomists are 'in the dark. At
present, the outlook is clear.
Recent statistics indicate  that
the 1957-1958 recession is a mat-
ter of history. The Federal Re-
serve Board Production Index at.
g level of 146 in February, 1957,
declined 20 points to 126 in April,.
1958, From this low level, total

Victor R Farhi

productlon of the TUnited States__

rose in jet-like fashion until it
reached 147 last March. The mo-

mentum of the. economy is . still

—
‘ ®*An address by Dr. Farhi before the
Forum on 1959 Forecasts, School of Com-
merce, St. John’s University,

- climb ahead.

Bank economist examines principal facets of our encouraging
economic recovery in providing the background against which
future monetary policy must be planned He outlines the hard -
and soft. money. approaches to economic growth and, in review-

' monetary authorlhes, predicts

tighter credit and higher interest rates lie ahead with some
temporary stabilization as Treasury refundings and new issues
Looking ahead into 1960, the
writer sees increasing: retail sales, consumer credit, inventory
accumulation, bank loans, demand for mortgage money. Also
a turn around in capital spendmg, and a F. R. B. Production
Index rise to ‘150 by year’s end and further gains in '1960.

upward and should reach a level
of over 150 by year end, and score
further gains in 1960. The prob-

ability of a steel strike this July
and’ consequent over-production
of steel .at present will interrupt
not change. this upward trend.’
The national product of the coun-.

fry, now ‘at a rate of about $465
billion, will follow the .same
course, About $35 billion will be

- added to the national product this
 year,

Under these circumstances, it

. ‘would be well to examine how.
. the fiscal and monetary author-

ities will act during the economic!

The Federal budget for the year

: endmﬂ June 30, 1959 will ‘resuit.
‘in a deficit of around $13 billion.

Budget receipts, badly . curtailed’
because of the recession, will be
around $68 billion, Expendltules,
high because of the -cold war,
farm price supports and other un-
controllable expenditures, are
estimated about $81 billion, For
the  fiscal year 1960, President
Eisenhower has presented a
balanced budget. Federal receipts
are estimated at $77.1 billion, and
expenditures at $77.0 billion. "This
is too good to be.true; it is pos-
sible the 1960 budget will show a
small deficit of about $2.to $3.
billion. . It is doubtful whether
the Congress will support the
Presxdent and . curtail - expend-

. itures as he desires; further, there

" ., . CHARLOTTE
Atlanta  Columbia
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is no telling how cold ox" how. hot

- the international situation will be,,

or the cost-of agricultural sup-
ports
Treasury Borrowing
Thus, in. all probability,  the

" Treasury will. be’ forced to: bor--

row large amounts of new ‘money,’
—say- about "$4.to $6 billion py."

» Dec. 31,-1959. Refunding 'of.old-

debt ‘will amount to $24.3 billion,”

. exclusive of the weekly bill. of-

ferings. Most of all’ of “this debf)
will beé restricted to the shorter-
term securities—probably ‘a‘large”

. part of this through the commer-
; eial'banks, ' Along with increasing -

demands - ‘for  short-term’ funds
* from ' business
. would suggest an upward ‘trend:
- of short-term money.-rates. -
- yields:
© Treasury bills have partlally re=

borrowers, *'this’
. The:
Jon . new. three: months
flected -this movement;”  these-
yields . have ' already. : mcreased
Irom 0.58% in May, 1958, to 3. 10%
this April.

It is possible—but hlghly un-.
likely—that  the greater partof
the new. Treasury. debt will be; fi-
nanced through longer-term secu-
rities, Investor preference has de-:
cidedly meved away. fromgovern= .
ment securities- and foward: com-

mon stocks and other debt instru=

ments. - Public  doubts as 10 iie.

future value of the dollar, a yield'

ceiling of 4% % on" government;

bonds, and a possible desire b

the Federal Governinent o

: compete for- funds that may ‘be

used in the housmg market ‘or
a plant and equipment revival®
other reasons why the Trea
will limit most of its' new  offer- *
mtgs to the shor ter—term sécu-
rities.

(<]

Rising Inventones and <5,

Bank Loans :
One of the contubutmg causes”
of -the now past recession: was' a-
desire by -American - business: to-
liquidate its inventories. This*
desire to liquidate inventories: re-
sulted in a net reduction of.$4.7:
billion of inventories .in: calendar :
1958. . Inventory llquldatxon has
ceased accumulation:., of . inven- -
tories has begun; The first qualte

of 1959 should record .inventory..<€!
accumulation at an annual rate of -

about $4 billion, or $1"billion for
the quarter. Accumulatlon of .in-
ventories should continue for, all
of this year and into 1960—except
for the possibility- of tenmiporary -
liquidation after the steel strike ;
deadline. :

This accumulation of _inven-
tories should result in increasing ..
bank loans. Commercial bank
loans have so far failed to react to:
increasing inventories. This is. due
in part to the usual seasonal,de-
cline in bank loans'in the first
quarter of the year, and to large
cash balances  of corporatxons
Nevertheless, increasing-demands .
for bank loans from mnow . to, -the .
end of 1959 and into 1960 are very -
likely.

Incomes and. expendltmes of
consumeérs suffered  liftle in” the
past recession. The year 1959 has

already seen and should contmue Nl
- 1o see successive advances‘in'conl ="} -

sumer incomes and- expendltures
This should make for inccreasing

retail sales and for 1ncreasmg de- -

mands for consumer - credit Thé

latter, of course, is mainly depen= *
dent on -the level of automobile *

sales. Passenger car sales, though

hardly exuberant, are much better - -
than a year ago. It is very grati- - !

‘fymg that the recovery fronr re-
cession levels. -has ' taken : place™
without the stimulus of booming.«
auto sales. Perhaps: the American

‘economy is less dependent on:the -

auto industry than formerly.- The -
introduction of smaller. cars,"
promised to the American publlc
by the end of this year, may bring <
about a real revival in auto. sales.”.
Credit needs by -consumers: Wlll
mcrease

Constructlon and Mortgage o

Outlook

The outlook for residential con- . -

‘struction, and' the demand--for

‘mortgage money is good.- Outlays .

The Commercial and Financial Chronicle . . .

for residential construction have
recorded ‘new highs every 'month
since May 1958; construction con-
tracts awards have been in an up-
trend for .over a year. Although
there may ‘be some let down in
housing starts and in' residential
construction outlays by .the end of
the year, the-demands for mort-
gage money in ‘1959 should def-
initely-be higher than in 1958,

Capital’ Spendmg Turn Around

Plant ‘and equlpment expendl-
tures—a Iate:turner in most busi-
ness :cycles— have . at’ long - last

turnéd- around.:-These. expendi- -

tures declined. from :$37.0 "billion
in 1957 'to $30.5. billion in-1958, a
‘decline of* almost -20%. . Outlays
by - American business for ‘plant
and equlpment have already
shown 'an ‘increase “and’ w111 in-
‘crease further this.year. The De-
‘partment of Commerce-Securities
and Exchange Commission' survey
indicates a' level -of $31.8 billion

+for this year.- It is highly possible

that this estimate may be"too low;
the :latest - McGraw-Hil" ‘survey,
takeén abeut a month after the De-
partment of :=Commerce-SEC sur-

+vey; already’ shows-a lug,her re-
‘sult. “American " industry -in 1959 -

‘will"be amotivated: by adesire to
modernize its plant:so. as'to-be i
a -better posuron to-meet competi-
tlon by offering new:products and

by: decreasmg unit:labor:costs: As«

busiriess 1mploves, and as oufput
approaches - c¢apacity, . American

+ business, till ¢continually increase
1ts expendxtures ,for::plant. and .

equ;pment .The year 1959 will ‘be
Jmainly.an effwlency year rather
-than 'an. expansion year; perhaps

. 1960 will:be the-reverse.

The funds necessary for .plant
- and equxpment expenditures - will
originate mainly from .the depre-
ciation allowances: and- retained
profits: of business. The' recent
dramatic reyival of profits of cor-
porations indicates that corpora=
tions.have the financial means to
expand this. ‘revival - of .. profits
‘furthér ‘stimulates expendltures
Addltloqal funds will be -sought
in .the’ gquity and the debt mar-
cets.

" Foreign - competmon is becom-
mg more and -more severe. Many S
markets have been lost and others
are: being -lost to overseas com-
petitors. The camera, the steel
wire, the auto, textiles, the sewing
machme and many other Ameri=
“can DIOdUCtS have felt .the severe
,inroads made by foreign products,
“Many American jobs have been
lost. Last year,.the balance of
payments showed a deficit of $3.4
billion, resulting-in .a loss of $2.3
 billion -of gold. The sharp rise in
1mp01ts and ‘ the- eontinuation of
foreign aid programs were among
the: main reasons' for this loss. of
gold “The-American dollar is being
‘weakened in international’ mar-
‘kets. Tlns year we can expect a
hght mcrease in ‘exports -
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foreign economies recover from

‘the effects of the recession, and a’, .

greater increase in 1mports r
.~ The domestic ‘price level has,
been steady for about a year. With -,
increasing -demands for all types
of goods and- services, and with .
the very - definite - possxblhty of . -
further ‘wage' increases later. on . -
this year, the groundwork is’ Being :
laid “for pnee advances “in ‘ late ©
1959 and -in' 1960. 'And there 1s, .

always-the overhanging: possxbll—

ity that" stock -market ‘price ad~ .

-vances--may: spill: .over -into: the,
-commodlty ‘markets.

'This is-the backﬂlound agamst,
which: future -monetary policy

‘must-be .planned. . Let us remem-= .«

ber .that.monetary -policy is. de-

- signed; by, mortals using- power

granted to.them by :the, electorate. T
Their task. is.to use these powers.:; n»,
so.as - to:assist -in- achieving ;the s
maximiim economic potential’ (the £y
good hfe) for the economy.-Max=+ %
imum ~economic potential mean:, i

“growth' that can-be. sustained;: i
means..the - greatest:good: for - the

greatest number -for the Iongest o
possmle perlod SE § g

“How t0 Aclueve Ewnomc Growth 4

At. present there aretwo schools i: >
of thought -asto hew . to -achieve i-
economic:growth.. The. one school :
says, let us stimulate: the economy ”

:constantly so as:to achieve ' the

maximum rate of growth regard—

‘less.of what-happens to the prlce

1evel: -In other-words, inflation is-

-here; to stay; let us relax and en-= &',

RAEL

joy: it.
The other school says, stlmula- -
tion-of the economy that leads to 7’
a «continuously :rising. price: Jevel |
. false:. stimulation. | Inﬂatlon &
Ieads t0-more milatlon, 1nﬂatlon
cannot-be’ controlled; and ' must
lead to a collapse; inflation leads:
to decreased-savings .and thus re-yx
duced investments. Maximum eco='i'%
nomic growth must - be achleved £
within ‘a stable puce ‘level. ;
These thoughts.are not new in
Amerle'm financial history. Ther 4
are ‘many. examples. of .past con= o

flicts . between:,the -hard . money

and .soft money schools.. For ex= i
ample, .witness "the . conflict. be;’ :
tween the silverites and .the. gold ’
standard proponents in the .time
of William Jennings Bryan; wit-
ness the conflict at. the foundmg
of this country between the early *
Republicans’ under Thomas " Jef-""
ferson-and .the Federalists- undef 5,
Alexander. Hamilton. B
(If sides- were to - be chosen,t P
this. writer would find himself
aligned with the hard money, ’
school.) .
The monetary authorities of the Y
country are also committed to the,
Jatter school—that of hard money. ; e
Federal - Reserve  Governor. Wil<
liam .McChesney Martin has em-~_
phasized time. and time -again
“The Federal Reserve System w111
continue. to the best of its abxhty
to contrlbute so far as it can, to
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continuing prosperity and eco-
nomic growth without inflation.”

Note the words “to the best of
its ability”’; we must all be aware
that the powers of’the monetary
authorities > are - solely .those
granted to them by the Congress
-There are: many, many areas of
the :economy beyond the control
of the monetary authorities.:

The problems facing the mone-
tary ;authorities in 1959 -and .in
1960 are large:’ (1) The possibility
of “ further price increases this
year:and-next is great. In add.l-
tion "to other : ‘effects, "price. in-

creases-alse, lead to: the danger of -
greater- foreign competition and -

the possible loss of American jobs.
(2) The stock: market is booming.
Doesthis ‘mean that the Ameri-

can’ ‘public has ‘an “inflation psy- -

cHosis - and - they are trying - to
hédge‘against expected price in-
creases? If sc, dees the: American

pubhc really expect a constantly -

rising price-level? - Will this carry
over.into other markets? (3) The
Treasury’s demand for funds mu .t
-be  accommodated. If the Treas-
ury debt is purchased by com-
mercial - banks;  excessive . bank
credit may be created, (4) Tight-
ening .oi monetary . controls can-
not *be fully effective as long as
corporations have a high degree
of liquidity. Once thIS liquidity
is squeezed, then monetary con-
trols can be more effective.
what. point does this take: place?
The answer may be when com-
merc1a1 bank: loans start to in-
crease (5) How. much time. lag

is there between the imposition of _

a control and its effect?

During boom conditions—or - if
possible  before. the hoom. origi-
nates—it is wise to avoid excessive

creation of bank.credit. Flexible-

monetary - policy, the policy now
employed by the Federal Reserve
authorities, -entails. flexible inter-

est rates, and the curtailment of.

excesslve bank credit. Such a pol-
icy, -during. boom condition, has
brought about and .will contmue
to bring repeated attacks upon
the Federal Reserve System. The
hard ‘money advocates and the
soft money advocates will be
battlmg

Sees Txghtel Credit Ahead

.The monetary policies of 1959
are evident. The authorities will
continue to restrict the supply of
credit, allowing just enough to ac-
commodate the needs of business
and the government—to the best
of their ability. The credit situa-
tion will get increasingly tight
with some temporary stabilization
as Treasury refundings and new
issues are brought to the market.
The 'monetary authorities will
make use primarily of %he dis-
count rate, open market opera-
tions and moral suasion. Further
increases in the discount rate will
take place, probably more than
occurred in the recovery after the
1953-1954 recession. )

In summation, the economic
outlook for the remainder of the
year is promising. 1959 is'a year
of recovery, not a boom year. The
expectationof ‘a real boom must
be delayed into some time in the
19605, when the demands of some
sector of tne economy burst forth.

The increase in the demands for

all, types of credit in. 1959 will.be - »

greater than the increase in the
supply. Interest rates, both long
and short, will increase; most of

?lié ‘increase ‘in Treasury short-

term rates has already taken place,
but further increases are evident.
The upward pressure "on' prices

will increase -as the year pro-

gresses. The monetary authorities
will try, by restricting the growth
m the supply of credit, to restrain
these inflationary pressures. If is
doubtful ‘whether the monetary
authorities will fully succeed; but
they will try—te the best of their
ability—with the limited means at
their command. '~
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.. year, according to the Institute of
Life Insurance. Total assets held
for-the benefit of the policyhold-
“ers“of the more than 1,350 U. S.
life:companies on March 31 were
$108 945,000,000.

Addmg the funds made avail-
able for reinvestment from ma-
turities, refundings, prepayments,
amortization, roll - over of short-

Insurance Gompany
‘Invesiments in -
First Quarter of 1959 -

New - ‘capital - “funds "-becoming . ~
available “for ‘the -economy from 2
Ii‘fe insurance policy’ assets in t_he
first quarter of 1959 totaled$1,2 :f . “clohittos and sale of older
926,000,000, some:- ., $124,000,000°. ‘investments, . total- new. invest-
more, than m the. like: penod last? mehts m the first quarter were

just over $5,000,000,000, or nearly
$1,000,000,000 more than a year
ago.

U. S. Government securities ac-
counted for the largest block of
acquisitions. in the quarter, $1,-
737,000,000, nearly double those
of a year ago. Holdings of such
securities rose $24,000,000 in the
three months to' $7,229,000,000.

Mortgage acquisitions 'in the
fitst three months by the life com-
pames were $1,401 000 000, up 17%

(2519) 7

from a year ‘ago, bringing hold-

ings to $37,486,000,000 or $389,="

000,000 more than on Jan. 1

Corporate securities bought in
the .quarter totaled $1,296,000,000,
down about 11% from last year,
but holdings rose $691,000,000 to
$47,317,000,000.

Joins Bache & Co..

COLUMBUS Oh.lo—Slgmund J.
Munster is now. affiliated K with ’
Bache & Co., 30 East Broad St.
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New Issue

- $10, OOO 000

111

Clty of Memphls, Tennessee
o _‘5%,13’/2%, 3.70% and 1% Bonds

Dated July 1,

1959. Due, aé".shown below. Principal and interest (April 1,

1960, and semi-annually thereafter).

puyqble in Memphis, Tennessee, or at. Chemical Corn Exchange Bank, New York, N. Y,
Coupon Bonds in denomination of $1,000, registrable as to principal only.

; infeiési'Eie;npf from Federal Income Taxes under Existing Statutes and Decisions

.- Exempt from Taxation in the State of Tennessee

in New York Sfaie

- Prices
Maturities ', Coupons to Yield
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Maturities Coupons

-Prices
to Yield

-2.30%
2.50

- 2.65

. 275
2.85
2.95
3.00
3.05

1968 5%
1969 5
1970 -5
971 5
“1972 3%
1973-74 37
1975-76 3%

RUTHT TR TR

Maturities
1977-78
1979-80
1981
1982
1983
1984-85 3.70

-1986-87 .3.70
1988-89 1

Coupons

3.10%
3.15
3.25
335
330
3.35
3.40 -

3%
3.70
3.70
3.70

{Accrued inferest to be added)
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3% %

Ehglble, in our opinion, as legal Investments for Savings Banks and Trust Funds
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" AMOUNTS, MATURITIES, COUPONS AND YIELDS OR PRICE

$335,000 due each October 1, 1960-79, inclusive
$330,000 due each October 1, 1980-89, inclusive

Yields
or Price

3.45%
100
3.55
3.60
3.65
100
3.75- -
4.20

ST T

The above Bonds are offered, subject to prior sale before or after appearance of this advertisement,
for delivery when, as and if issued and received by us and subject to the approval of
; leg’alify by Messrs. Wood, King & Dawson, ‘Attorneys, New York City,

The First National City Bunk The Chase Mashattan Bunk (hemlml Corn Exchange Bank  Harris Trust and Savings Bank

< of New York

Equitable Securitiés Corporailon C. J. Devine & Co.

The First Nuhonul Bnnk Seattle-First National Bank

- of Oregon

Braun, Bosworth & Co. " Wood Struthers & Co.

Incorporated

American Securifies Corpornhon

Third National Bank

in Nashville

Fahnestock & Co.

Robert Winthrop & Co.

‘Bacon; Whipple & Co. Y

City National Bank & Trust Company
of Chicago .

'V(hrk, Landstreet & Kirkpatrick, Inc.

“McDonnell & Co.

Incerporaled

Blewer, Glynn & Co.

Sternbérger, & Company
» A. Webster Dougheny & Co.

Townsend, prnej &’Tyson Batrei th

Dean Witter & Co.

Julien Collins & Company

{
J. M. Dain & Co. -
First U. S.

R. W. Pressprich & Co.

Union Planters National Bank
Memphis, Tenn,

Roosevelt & Cross

Incorporated

Baxter & Company -

Wachovia

Mercantile-Safe Depasit and Trust Company

J. C..Bradford & Co.
A. G. Becker & Co.

Incorporated

The Marine Trust Company

of Western New York

Andrews & Wells, Inc.
Bank & Trust Company
Robert W. Baird & Co.

Incorporated

Folger, Nolun, Fleming—W. B. Hibbs & Co., Inc.

Leftwich & Ross
Corporation  Dreyfus & Co.

‘ Fahey, Clark & Co.
North & Co.

Inenpomhd

Rynn, Sutherlund & (ompnny Anderson &
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Strudwick

. Kroeze, Mclarty ond (ompuny

Channer Securities Company

H. V. Sattley & Co., Inc.
A. G. Edwards & Sons

First National Bank of Mobile
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fnealer-Broker' Investment

Recommendations & Literature

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

&" Automotive -Industry—Analysis of mid-year outlook—Hirsch

[ . & €o., 25 Broad Street, New York 4, N.Y, :

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

Commercial Bank Stocks—Data on 47 banks and five holding

. companies—The .First Boston Corporation, 15 Broad Street,
New York 5, N. Y. .

Fire & :Casualty Insurance Stocks—1958 earnings comparison
—Laird, Bisscll & Meeds, 120 Broadway, New York 5, N. Y.

Fire & Casualty Stocks—Comparative figures—Robert H. Huff

& Co., 210 West Seventh Street; Los Angeles-14, Calif.

“ Foreign Exchange Quotations—Current quotations of currencies
of 140 countries throughout the world—Manufacturers Trust
‘Company, International Banking -Department, 55 Broad
Street, New.York 15, N, Y. i !

Japanese Stock Market — Study of changes in postwar years—
In current issue of “Nomura’s Investors Beacon”—Nomura
Securities Co., Ltd., 61 Broadway, New York 6, N. Y, . Also
available.is a review of the outlook for Plant and Equipment
Expenditures.-in.*Japan -for. 1959 “and. brief _analyses. of
Mitsubishi:Ieavy Industries, Nippon Flour Mills Co.; Iwaki

Cement Co. and-a survey of the Steel Industry.

-Japanese-Stoeks—Current Information — Yamaichi Securities

+..Company. of :New York,- Inc., 111 Broadway; New York 7,

-New York.
:Jet-Impact-on Aviation — Article in June issue of “The Ex-
change”—The Exchange Magazine, 11 Wall Street, New

York -5, 'N..Y.~20c per copy, $1.50.per year. Also .in the

_-same:issue :are lists: of companies paying stock dividends of
more: than+5% “in 1958, listed stocks selling for less than 12
times: earnings and more than 25 times earnings, large pro-
portionaté dividend payers, etc.

Life Insuranee Stocks: 1958 Operating Results and Five-Year
Comparisons—Victor G. Paradise,- Paradise. Securities Com-
pany, 9477 Brighton Way, Beverly Hills, Calif.—$2 per copy.

. Monetary System: A Problem of Timing—Review—Bank of

" Nova Scotia, Toronto, Canada.

. 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

4, N. Y.

Public Utility Districts in the State of Washington for 1958—
Survey—John-Nuveen & Co., 135 South La Salle Street, Chi-
cago 3, Ill.

Real: Estate Bond and Stock Averages— Tabulation — Amott,
Baker- & .Co. Incorporated, 150 Broadway, New York 38,
New York.

” Ed Ed %

ABC: Vending—Analysis—A. M. Kidder & Co., Inc, 1 Wall

Street, New York 5, N. Y. Also in the same circular are brief

.analyses. of Rheem Manufacturing and American Aggre- .

.gates. o

Algoma Steel Corporation, Ltd.—Review—Burns Bros, & Com-
pany Limited, 44 King Street,West, Toronto, Ont., Canada.

Allied - Chemical  Corporation — Data — Oppenheimer, Neu &
Co., 120 ‘Broadway, New York 5, N. Y. Also in the same
circular. are data on American Smelting & Refining Com-
pany; Chicago, Milwaukee, St. Paul & Pacific Railroad; Elec-.
trio Storage Battery Company; Ex-Cell-O Corporation, and
R. H. Macy'& Company, Inc.

- American Greetings Corporation—Analysis—Milwaukee Com-
‘pany; 207 East Michigan Street,: Milwaukee 2, Wis. Also
available'is a‘report on Hein-Werner Corporation, p

" Kirsch Company—Analysis—Cruttenden, Podesta. & Co;, -209‘1

Manning, Maxwell & Moore—Memorandum—Green, Eilis & ..

. Perkin Elmer Corporation—Analysis—Laird, Bissell & Meeds,

« Tenney- Engineering Inc. —vAnalysis—Edwardé. & Haﬁly, 100

-Fifm Tradihg Markets in—

- (a) Operating Utilities

(b) Natural Gas Cbnipanies
Transmission, Production
- & Distribution

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

‘74 Trinity Place, New York 6, N. Y.

HAnover 2-2400

+ Wagner Electric Corpr——-Memor,andum-'—Reinholdt & Gardner,

The Commercial and Financial Chronicle . . . Thursday, June 4, 1959

Investment ‘Traders Association
of Philadelphia Summer outing
at the Overbrook Country Club.
., June 18, 1959 (Minneapolis-St.
o Paul, Minn,) &0 :
Twin Cities .Bond Club 38th .
. annual- picnic: and_ outing at
White Bear Yacht Club, White -
: Bear Lake, Minn. (preceded.by '
a cocktail party June 17 at.the

American Telephone & Telegraph Co.—Memorandum—Good-
body & Co., 115 Broadway, New York 6, N. Y.
- Avien Inec.—Memorandum—George, O'Neill & Co., 30 Broad
‘Street, New York 4, N Y. ] 23 S
Blaw Knox Co.—Memcrandum—Shields & Company, 44 Wall
Street, New York 5, N. Y. y
- ‘Braniff Airways, Inc.—Review—John H. Lewis & Co., 63 Wall
Strect; New York 5,N. Y, : :
Broadway Ilale Stores, lnc.—-l\lemorandum%—]%eai& Witter &
" Co., 45 Montgomery Street, San. Francisco 6, Calif. NG otel. Minneapolis).
* Citizéns Casualty Company of New York—Analysis—Winslow, = Nlcﬁl eltsslg (Bl;yn ;i p!’é.;"
Cohu & Stetson, 26 Broadway, New York 4, N. Y. J“gﬁﬂ elphia Sec ml!htiesm}.ss ceiaats
Cleveland Cliffs Iron Co.—Memorandum—A. G. Becker & Co., e 4 nnll)lal-outing gt the Over=; s
Incorperated,. 120 South La Salle Street, Chicago 3, Il Also b“m]? Golt Club, Radnor Towri-
available is a memorandum on National Tile & Manufactur- sﬁ;’; 0 i e AR
ing Co, : iy 2 : o : S
Diebold Incorporated—Bulletin—De Witt Conklin Organiza- June 19, 1959 (New York City) .
tion, 120 Broadway, New York 5, N. Y. Also available is a Investment Association t:‘.\f New -
report on Eastern Industries. ¢ "York annual outing at the Tux-
Diketan Laboratories, Ine.—Memorandum—R. E. Bernhard & ‘edo Club, Tuxedo Park, N. Y.,
Co., 170 .South Beverly Drive, Beverly Hills, Calif. . Also June 19, 1959 (Pittsburgh; Pa.) . |
available.is a memorandum on  Precision Radiation Istru- Bond - Club - of Pittsburgh an-
ments, Inc. - ; npual Spring . Outing at the .
East Utah Mining Comprmyl—Reporltt——LCJi{om(_e:rt Brlcik%?gﬁ Com- . Longue Vue Club. .
pany, Inc.; 39 Exchange Place, Salt Lake City 11, Utah." * ne 25-27.-1959 (Hyannis, Mass.) .
‘Eleo Corporation—Analysis—S. D. Fuller & Co., 26 Broadway, , J“ggn?sime’rs ‘Ban(keis“ﬁssociatim)x ;
New York 4, N.¥. - ° - « : ! e, ‘Atlantic. States Sectional meet- :
Florida Home Insurance’ Co~—Memorandum—Atwill & Com- . ing, Wianno Club, - .. . 7 .
pany, Inc., 605 Lincoln Road, Miami Beach 39, Fla. ¥ ’?6 1959 (Columbus, Ohio)
Garret Corp.—Data in June issue of Monthly Investment Letter ‘,’gel‘ o Stock: & Bend - Club
—Hayden, Stone &-Co., 25 Broad Street, New York 4, N. Y. =~ . ot}xm ts S i Ehant
Also in the same issue are data on Swift & Co., Wurlitzer, s OU “é% 'g_ the: Lolquiousg, LOUns
Kelsey-Tayes, Peoples Gas-Light -& - Coke -and - American =~ try-Club. e
Natural Gas. : ; - June 26, 1959 (New lorkn N. Y.) .
Gestetner, Ltd.—Review—Alfred L. Vanden Broeck & Co., 55 ‘., Municipal Bond Women’s: Club |
. Liberty Street, New..York 5, N. ¥, -~ = - coooo o 0y -~ annual-outing at Seawane Har-
Ilowe Sound Company—Analysis--Reynolds- & Co., 120 Broad-- " .bor Club, Hewlett, N. ¥, .. =
way, New York 5, N. Y, Also available are reports on. Air. .. Juné 26, 1959 (New York, N.Y.) " /
Products, Inc.,-Diamond Gardner Corporation, Richfield Qil}.; ;- New York - Society:of"Security -
" Corp. and a list of the favorité 50 of monthly invstment plan.: . -Analysts, Inc. annual outing at.
_ buyers, . - ... 5. -Westchester Country Club, Rye, :
International Utilities Corporation—Analysis—McLeod, Young, .. - -.IN, Y. .: . e
Weir & Company Ltd.; 50 King Street, West, Toronto,.Ont.,” - " yu1e . 96..1959 - (Philadelphia, Pa.)
Canada. ; Investment Association-of Phil- -
‘adelphia . Spring:"Outing' at

South La Salle Street, Chicago 4, IlL L Whi d sg i
Lanolin Plus;, In¢. — Memorandum — Candee & Co., 44 Wall .. ,X?étfg;d Coautry. cm-b'--w,h.l t':
Street, New York 5, N. Y. 'J\ : 2’7 '1559:(Ch§ca (f"ﬂl')
Link Belt Co.—Memorandum—Woodcock, Hess, Moyer & Co., = " JNTP % - Frad i-., Hati
123 South Broad Street, Philadelphia 9, Pa. Also available are - .~ Chicago Traders : et bvead
‘memoranda on Provident Tradesmens Bank & Trust Co, and ~ summer outing at “the ‘Wood-
Vanadium Alloys Steel Co. . - B - ‘ridge Country Club, - ;
Liquefied Petroleum Gas—Report—Shearson,, Hammill & Co., . - Aug, 9-21, 1959 (Charlottesville, |
14 Wall Street, New York 5; N, Y.-- « " : o .. Va, Ry
"School of Consumer Banking, :
“* Anderson, 61 Broadway, Néew York 6, N, Y. : ¢ University of Virginia, L,
Orange and Rockland Utilities, Inc.—Analysis—G. A. Saxton . Aug. 14-15,"1959 (Detroit, Mich.)
" & Co., Inc., 52 Wall Street, New York 5, N. Y. Also available ~ "Basis Club summer outing at St."
- are compagative figures on Public Utility Common Stocks. Clair Inn and Country Tlub, St.
M. F, Patterson Dental Supply Co.—Memorandum—Piper, Jaf- . Clair, Mich. .
'fray. & Hopwood, 115. South Seventh'Street, Minneapolis 2, . Aug. 19‘_20’ 1959 (Des Moihes,

' Minn. Towa) )
120 Broadway, New York 5, N. Y. .+ ‘Towa Investment Bankers Field

Pittsburgh & Lake Erie — Discussion in the June issue of ]8?31) at the Waionda Country

“American Investor’—American Investors, American Stock % i
Exchange Building, New York 6, N. Y.—15 cents per copy, $1 Sept.17-18,1959 (Cincinnati, Ohio
per year. Also in the same issue are discussions of Wallace & . = Municipal Bond Dealers Group
Tiernan Incorporated, Standard Oil Company of Kentucky = ' of Cincinnati -annuai euting —
- and -60-stock incomé plus growth list, - - - cocktail and dinner party Thurs-
Reinsurance -Invesiment Corporation—Report—First Invest- =~ -day at Queen City Club; field
ment Savings Corporation, Box 688, Birmingham, Ala. diﬁ’b Friday, Kenwood-Country

- Royal Dutch/Shell Group.— Bulletin—Bache & Co., 36 Wall" -C

Street, New York 5, N, Y. Sept. 23-25,"1959 (Milwaukee,
Smith Douglass Company, Inc, — Report—Harris, Upham & Co.,. -~ "Wis.): ] )
120 Broadway, New York 5, N. Y, : . “ National .Association ~of Bank
Southern California Business Conditions — Report—Research “Women 37th annual convention,
Department, Security First National Bank, Box 2097, Ter- Sept. 28-29, 1959 (Toronto,
Canada) P TN

minal Annex, Los Angeles 54, Calif, -
Association of Stock Exchange

First Board of Governors meet-
ing at the Royal York Hotel.

Oct,Pl4-l7, 1959 '(Philadelphia,

North Franklin Street, Hempstead, N. Y.
Texas Gulf Sulphur Co.—~Memorandum—J. A. Hogle & Co., 40
" Wall Street, New York 5, N. Y, iy
Universal Oil Products—Analysis—Halle & Stieglitz, 52 Wall
Street, New York 5, N, Y, > ;
Vanadium Corporation of America—Report—Schweickart &
Co., 29 Broadway, New York 6, N. Y

a.

Consumers Bankers Association
39th annual convention at the
. Warwick Hotel.

Oct. 22, 1959 (Cincinnati, Ohio) -
Ohio Group of Investment
Bankers Association annual fall
meeting.

400 Locust Street, St. Louis 2, Mo.
Walworth Co.—Memorandum—R, W, Pressprich & Co., 48 Wall
Street, New York 5, N. Y. '

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

June 5, 1959 (Chicago, IlL.)

June 5, 1959 (New York City)
. 'Bond Club of New York annual

] Courgt;y - Club, Scarborough, June 12, 1959 -(New York City)

‘ Flamingo Motel, Santa Ro0sa, " National Security Traders Asso-
COMING -  Calif. ciation Annual Convention of
June 8-11, 1959 (Alberta, Canada)

EVENTS the Boca Raton Club. -

Investment Dealers’ Association yov: 29.Dec. 4, 1959 (Bal Harbour :
h of ©anada annual convention at ¥la.) ) ’
¥, Yavetient Bl Banff Springs Hotel. Investment Bankers Association
June 11, 1959 (Boston, Mass.) Annual. Convention at -the
Bostbon Securities Traders é\s:l(:— Americana Hotel.
ciation summer outing at the Apyjf 6-7-8, 1960 (Dallas, Tex.)
Salem Country Club. . Texas Group of Investment
June 12, 1959 (New York City) Bankers Association of America
Municipal Bond Club of New 25th annual meeting at: the
York Summer outing at West- * Sheraton Dallas. .

chester Country Club,Rye,N.Y. )
With Grant, Fontaine

(Special to TEE FINANCIAL CHRONICLE)

- OAKLAND, Cal—Guy L. Bowe

Bond Club of Chicago annual
field day at the KXnollwood
Club, Lake Forest, Illinois.

field day at the Sleepy Hollow

N. Y. . -~ Corporation Bond Traders Club
of New York annual outing at

June 5-7, 1959 (San Franci
Calif.) % SR the Nassau Country Club, Glen

San Francisco. Security Traders . Cove, L. I, N. Y. :

Teletype NY 376; 317; 378
. ’. ’ » is now affiliated with Grant, Fon-.

: ' _ - _ Association at the Santa Rosa June 12, 1959 (Philadelpﬁla, Pa.) taine & Co., 360 Twerty-first St.:
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Stnkmg Features
~About Steel Stocks

: By DR, IRA U. COBLEIGH
) Enterprue Economist and Author of “How to Get Rich Buying Stocks.”

Summanzmg some of those factors favering  consideration
- of steel equxhes for “June investment.

While ‘many: <ecuons of the
- stock - list ‘have: recently gone on
. dazzling flights . from: statistical
- reality; -the steel group has ad—
~ hered ‘to the
" mrore- tradi-- -
tional ap-
“proach to -
- share . valua-

- tion. - Price-~ -
~earnings
“ratiosfor
- stéels are still
- conservative
“and quite
- orthodox, and
- suggest  that,
- for the selec--
tive - security
' buyer today, a
* combing over
-ofleading !
steel commons may unearth some
- neglected " and ' possibly under-
valued issues. At all events that
is the theory behind today’s piece
—that steels are essentially behind
the market, - .
How, in logic, can.you account
" for the lack of bounce in the steel
* list in recent weeks? Is it the
“ possibility of a strike? In-1954
. and '1956 there were strikes and
~steels did decline  somewhat in
advance of same, only to develop
_ solid market strength, even before
the strikes had been settled.” So,
_ with this recent history in mind,
our view is that steels are not
dangerously vulnerable now, and,
© strike or no.strike, many compa-
"niés will wind. up the year with
. .record, or close to record,  net
“earnings in 1959. This is probable
not only on account of the high
_ level of current operations but
" ‘hecause of the vast upgrading in
- ‘efficiency of steel enterprises in
the past decade. Why in 1958, the
year of the dip, most steel compa-~
nies made money on operations
running as low as 50 to 55% of
.capacity, a phenomenon unheard
of before the war. And research
and development are further im-
proving efficiency. Not only quali-
tatively, but quantitively has the
steel industry moved into a new
‘order of magnitude. For instance,
on Jan, 1, 1947 installed ingot
capacity was 91.2 million tons.
Fleven years later, however, on
Jan. 1, 1958 installed capacity had
increased over 54% to 140.7 mil-
Jion tons. Out of this capacity we
produced but 85 million tons. in
1958, We'll probably hit 112 mil-
_ lion this year with a correspond-
. ing advance in net earnings.
So on the eve of a probable
'strike, and despite nasty infer-
ences by Mr. McDonald of the
Steelwmkers Union, that steel
*jcompanies are greedy and heart-
- less profiteers, let us remember

that - steelworkers in the United
- States are the highest paid in the
‘Iworld; that steel wages are among
- ‘the. highest in all American major
industries; and that the basic
< thourly wage (w1’rhout reference
. ¥to . any - possible increase which
may be achieved by.present bar-
gaining) is about four times the
rate now being paid in West
Germany. And German steel is
.now one of our toughest competl-
itors in world markets.

With this topical reference to the
,economic pleasantries of the bar-

: gaining table, let us now get down
. to -our stint for today, namely,
'brick discussion of the values in-
herent in certain -steel shares at
this time.

We'll start off with United

" States Steel. This great company
leads the industry not only in
. .size (28% of the counnys steel
- :producing capacity) but in opera-
tional efficiency. For example,

Ira U. Cobleigh

only U. S. Steel and one .other
(Inland) were able to earn their
common dividends.in each’ of the
first. two guarters of 1958. A $4
billion postwar - plant - expansion’

-and modernization  program. has-
i made it possible for U. S. Steel to

achieve a 25% profit margin at

. an 85% operating rate. The most
b highly integrated steel company,

U. S. Steel produces nearly all of
its ‘iron ore and limestone, and
over half of its coal requirements.

¢ Reserves of coal and ore are

fabulous. The cement subsidiary,
Universal Atlas Cement Co., ac-
counts for about 12% of total
domestic cement prodtiction.

There are 53,756,072 common
shares of U. S. Steel listed on-the
New York Stock Exchange, which
makes X common one of the most
marketable of marketable securi-
ties. Even last year Steel common
earned $5.13. This year a per
share net of between $7.75 and
$8 is possible, plus a stock split.
(The stock was split 2-for-1 in
1955, .and 3-for-1 in 1949.) The
present $3 cash dividend is well
covered and may be improved. A
purchase of X at 95, about 12
times 1959 earnings, could scarce-
ly be labeled foolhardy.

Another resplendent steel eq-
uity is Bethlehem Steel. Here
again  the earnings’ outlook is
brightened by rising future re-
turns on a huge capital expendi-
ture program, Since the begin-
ning of 1955, Bethlehem has spent
over $500 million on plant im-
provement and additions; and the
{full benefits of this outlay have
vet to be realized. Like U. S.
Steel, Bethlehem is fully inte-
grated with extensive reserves of
iron ore, coal and limestone. Beth-
lehem is also a major shipbuilder
and repairer, with this division
accounting for around 12% of net
sales, Even in the poor year, 1958,
Bethlehem earned $2.91 per share
which more than covered the reg-
ular $2.40 dividend. This year,
much improved results are ex-
pected, possibly $5.60 per share.
Bethlehem has been noted for its
strong cash position, and rela-
tively small debt structure. There
is an issue of about $33 million
of 3V4% debentures due 1980, and
convertible into common' at $36.25
per share. These bonds now sell
around 163 and, assuming their
full conversion, company debht will
be but 8% of capitalization. Mat-
ter of fact, further plant expan-
sion if financed by sale of bonds
might benefit shareholders by
creating greater leverage. As it
is, the common at around 5215
appears to be a sturdy and by no
means overpriced equity. Divi-
dends have been paid since 1939
and the stock was split 3-for-1 in
1947 and 4-for-1 in 1957. Bethle-
hem has class, cash and an ascend-
ing earning power.

Inland Steel has been charac-
terized by a fine strategic posi-
tion in the Middle West centering
around Chicago, and by low cost
plant operations. Inland earned
$8.32 per share on the common
last. year. and- we would expect
results in the $10.75 area this year
for the old stock. The stock was
split 3-for-1 recently. It now sells
around 46 and it would not be
surprising if the issue were put
on a $2 regular dividend. basis
some time this year. Earnings
would appear,to justify such a
possibility.

National Steel had a rough time
of it last year. There were labor
problems and managerial diffi-
culties accompamed by price con-
cessions in many sectors. Per
share earmngs dipped to $4.80 and

The Commercial and Financial Chronicle

.the dividend was reduced. Things

are looking ~better at National
.now. _Automobile and metal con-
tainer manufacturers are Na-
_tional's best customers, and they
have been buying buoyantly flat
rolled steel this year. National
is in a fair way to earn $7.75 a
share this year and, if so, increase
its common dxvxdend from $3. At
91 demonstrable elements of value

- are in evidence.

Republic Steel common.is held
by many leading investment trusts
and, if all goes well, should reach
new heights. of earning power- this
year. Republic ranks third in pro-
duction” of carbon “steel and has
‘been moving rapidly forward in
stainless and alloy steels. -Against
$3.96 last year, Republic could de-
liver $6.25 to $6.50. per share for
1959—plenty of coverage for the
$3 dividend.  Republic sells at 74
yielding a shade over 4%.

Among the lesser steels a favor-
able case may be made for Granite
City Steel Company. It showed a
remarkable result last year when;
for the first six months it oper-
ated at 86% of capacity—32 points
above the industry average. Plant
modernization and expansion are
paylng off increasingly with earn-
ings per share expected to rise
from $4.56 last year to above $6.50
for 1959; and above $8.50 for 1960.
Here’s a lively company well
situated to serve the Mississippi
Valley. Stock sells at 6015 with
a $2 dividend which could be
improved by Autumn.

Other steels with a forward
look would include Lone Star
Steel specialist in oil well piping,
and McLouth for specialty steels.
And there are half a dozen more
issues we might have touched
upon if space permitted.

Now all the rather favorable
conjectures about certain steel is-
sues above, are predicated on in-
dustrial peace. If there is a bitter
and protracted strike, then tear
up the script. If good labor-man-
agement sense prevails, however,
then much of the modified opti-
mism expressed about the steels

can be justified by (1) the very
substantial  upgrading .of earning
power in the industry since the

war; (2) the modest . price-earn-

ings. ratio prevallmg among some

quite excellent issues (between 10
and 12 times); (3) the improve-
ment in 1esea1ch and technology;
(4) the prospect of higher: earn-
ings and dividends; (5) the fact
that the most efficient units can
now make money on 50% or bet

ter. operating rates. So long as

steel remains our major mdustx ial .
metal, -we ‘can _continue to view-

the- steel stock “list . favorably,
especlally when .you .can buy .a
doliar, in earnmg power for a ten
spot :

Wlth Herzfeld & Stern ‘-

Herzfeld & Stern, members of
the' New York Stock' Exchange,

., ‘announced that their. uptown New,_

York City office has been moved
to 405 Park Ave. from 500 Fifth -
Ave. and that Al J. Leeds has be-
come associated with the firm as
manager of the new office. Organ-
ized in 1880, Herzfeld & Stern has
its main - office at 30 Broad St.,
New York City, and branch of-
flces in Geneva, Switzerland, and
in Philadelphia.

F. H. Sacken Partner

F. H. Sacken & Co., 25 Broad

Street, New York City, members

of the New York Stock Exchange,
On June 1, Frank H. Sacken, Jr.

became a limited partner.

‘Anderson Randolph Branch

POWELL, Wyo. — Anderson;
Randolph & Co. has opened a
branch office at 228 East 2nd St.
under the direction of Marvin Kl-
sor

Merrill Turben Office

MIDDLETOWN, Ohio—Merrill
Turben & Co., Inc. has opened a
branch office in the Savings &
Loan Building under the manage-
ment of R. Dale Nash.

(2521) 9

L. R. Kahn Pres. of .
“NY Analysts Sociely

Lawrence R. Kahn; Vice-Presi-
dent-investment research of A. G.
Becker & Co., Inc. of New York
and Chicago, has ' been ‘elected

President of
. the New York
. Society jof Se-

curity 'Ana-

lysts, the na-
tien’s largest

Society,. it has

b e.en an-

_nounced. i

“Mr. Kahn,

' Associate Pro-

fessor at Pace

College, had

been Vice-

. " President of
.- .the New York

Society, and

had. also. pre-
viously served as its Secretary,
Treasurer and Chairman of. the
Program Committee, among other
positions. . A contributor to nu-
merous financial and economical
periodicals, he.also is a director
of the National Federation of Se-
curity Analysts Societies.

R. J. Foster Co.
Formed:in N.Y.C.
Formation of the - investment
firm of R. James Foster & Co.
Inc., dealers in. state, municipal
and corporate securities, with of-
fices at 26 Broadway, New York,
has been announced. R. James
Foster is President and Treasurer
of the new firm, and Thomas E.
Riordan’is manager of the Mu-
nicipal Bond Department.

Lawrence FR Kahn

Spear Leeds Partner
Spear, Leeds & Kellogg, 111
Broadway, New York City, mem-
bers of the New York Stock Ex-
change, on June 4 will admit

Lewis B. King to partnership.

This annonncement is under no circumsiances to be construed as an offer to sell or as a solicitation
of an offer to buy any of these securities. The offering is made only by the Prospectus.

NEW ISSUE

$25,000,000

May 29, 1959

Southern Electric Generating Company
First Mortgage Bonds, 54 % Series-due 1992

Dated June 1, 1959

Due June 1, 1992

Price 101.5799% and Accrued Interest

The Prolpeclm‘ may be obtained in d;zy State in which this announce-
ment is circulated from only such-of the urzdemgned or other dealers
or brokers as may. Iawf/tlly offer these securities in such State.

Merrill Lynch, Pierce, Fennex" & Smith

Incorporated

Amencan Securities Corporatxon

Hornblower & Weeks

Francis L. duPont & Co.

Blyth & Co., Inc..

Hallgarten & Co.

Laurence M. Marks & Co. Pame, Webber, Jackson & Curtis

New York Hanseatic Corpora;ion Shearson, I*_lammill &Co. Ball, Burge & Kraus

Courts & Co.
McDonnell & Co.

Incorporated

Blunt Ellis & Simmons

* The Ohio Company'

Goodbody & Co.

Johnston, Lemon & Co.
Auchincloss, Parker & Redpath
Granbery, Marache & Co.

pitized for FRASER
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A Telephone Man Takes
‘ A Look at the Future

By DONALD C. POWER*
Chairman of the Board,
General Telephone & Electronics Corporation, N. Y. City

Mr. Power points out that the “revolution” in the telephone
industry, which has permitted the industryto outpace the

economy’s growth, shows every

promise to continue in the days

ahead. He predicts a $750 billion GNP by 1970 providing,
however, a brake is placed on costs of things and on unneces-
sary government spending. Indicative of the technological
advances made, the utility Chairman finds it a misnomer to

continue to refer to telephone

companies as such when they

are, in effect, communications companies; and to the fact that
without mechanization there would not be enough females
between the ages of 18 and 45 to handle today’s switchboards.

Commurications: Is the ability
10 zet the right information to the
right place at the right time, In
its broader aspects it involves all

" human en- :
deavor. More-
gver, it has
distinct  phil-
psophical and

* psychological
overtones, be-
cause we
learn or we
do not learn,
depending up~

. on our ability
to communi-
cateeffec-
tively with
one another,

~ And in this
ageof spe-
cialization, our ability to. com-
municate is hampered by the
many esoteric languages we use,
The languages of science, for in-
stance, were created for the sole
purpose of improving communica-
tions within a given group, and

" the rest of us on the outside are

. stumped . , . at least I am.

." Then we have the considera-
tions of space and time. The wide
dispersion of industry throughout
the country and the growing
trend toward decentralized man-
agement places new demands, on
communications, And in these in-
creasingly competitive times,. the
wvast volume of business data that
constitutes the backbone of man-
zgement decisions must be moved
znd acted upon with ever-increas-
dng speed if you want to keep up
-with the parade.

‘There have keen tremendous
«lrides in communications, and we
#iove many methods of communi-
«ation available to us, but they

s

Donal C. Power
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certainly do not cover all the
bases. Aside from the constant
job of finding better ways of do-
ing the things we can do now, we
must develop entirely new ideas
and new concepts so that we can
tackle the bigger and broader re-
quirements of the future. In other
words, we must constantly strive
to - inject some more of that
“triple ‘threat” - philosophy- into
communications, and develop
greater skill in passing and punt-
ing, as well as gaining ground on
those running plays. Well," we
have been working on that. And
we are closer to the solutions
than you might suspect.

In order to give you a reason-
ably clear picture of the progress
that has been made, particularly
in recent years, I would like to
discuss the technological evolu-
tion —or perhaps I should say
“revolution” —of the telephone
business,

Research Paced GrowthA

Actually, this is the story of an
industry that has managed to out-
pace the growth of America with-
out going broke in the process—
and accomplished the feat mainly
through research. We started, as
you know, above ground, then
went underground and now, with
new. transmission techniques, we
are coming to the surface again,
Eventually, we will go to outer
space for certain types of com-
munication, and that is only nat-
ural because communications has
a horizon that is just about as
broad as the universe.,

To return to more earthly con-
siderations,  however, our most
pressing problem has. been the
necessity for providing more and
more telephone service to more
and more people without having
to reconstruct the subsurface of
the nation in the process. Or,-to

put it another way, the challenge
is to dream up a method of build-
ing a multi-lane telephone’ traffic
highway in the same space occu-
pied by a two-lane artery.:

A partial solution to the prob-
lem was achieved through the ap-
plication’-of radio techniques to
telephone transmission. The 'sys-
tem—known as “carrier current”
—allows us to place as many as
12 telephone conversations on ‘a
single-line, without one conversa-
tion interfering with another. In
effect, this increased the capacity

of our physical circuits 12 times, .

The same basic techniques  are
applied to coaxial cable and“mi-~
crowave transmission, with' still
larger increases in “traffic ‘'ca-
pacity. . General Telephone, for
example, recently installed: a
microwave system at the Vanden-

berg Air Force Base in California.

that is capable of carrying 240
telephone conversations on a -sin-
gle radio beam. And systems with
greater capacities are  possible.
One transmission unit in a coax-
ial cable, for example,.will handle
nearly 2,000 simultaneous two-
way conversations.

The upshot of these develop-
ments —and I wish to reiterate
that they are all the result of re-
search—virtually guarantees
abundant circuit capacity for fu-

ture growth . . . capacity, I might

add, that is far more ‘economical
than adding pole lines or ordinary
underground cables where serv-
ice expansion is required.’ e )

As a result of these develop-
ments, the telephone , companies
have gained an interestingside
advantage. If we were able to
derive a great plurality of voice
paths by these new transmission
media, then it should follow that
we could also transmit simple
pulses -and other forms of infor-
mation on the same circuits. This;
of course, has heen done, and.it
points the way toward some great
advances over the next few. years.

Today, advanced forms of tele-
phone- circuits,” such as . coaxial
and microwave channels, carry
radio and television ' programs,

teletype, telemetering signals and

similar  data. In fact, there is
every reason to anticipate the day
when virtually all forms of intel-
ligence will be conveyed,; not only

from ‘one’ point- to another, but

frem any point to a multitude of
destinations. - :

Telephone Companies' Are a
Misnomer

It is' this expansion of services
that leads telephone companies to

.think of themselves today as com-

munications companies.” This re-

orientation, brought by the enor--
mously expanding needs of our-

economy, means the industry not
only will use its facilities . for

=
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other-than-voice communications,
but will also direct its inventive
skills toward different kinds of
targets. o

And this change in attitude can
be ascribed to the fruits of re-
search, because research.prove:d
to us that the newer collatera!l
forms of communication comple-
ment and. fall into place in'the
existing system very readily.

We have philbsophy working
for us in our 23 research and de-
velopment laboratories. -1t is this:

Don’t worry about end .costs and.
smart’

complexities, If ~ you're
enough to come up with an earth-
shaking idea that will work, then
you're smart enough to figure out
how to cut costs and simplify the
thing. And. it is surprising how
often everything works out: that

way. ‘In fact, we have one proj--

ect in just this sort of transitional
phase. " The device works like a
charm, but it demands the use of

“a:large number of special transis-

tors that will conduct:in- both, di-
rections rather than one: The best
price we see at the’moment. is $3
each, which is much too expen-
sive. But we have some of the

working “on -the’ problem.  And
when ‘they- get the price down
to.a dollar, we’ll be in busine:zs
I mention this point because the
device these scientists are devel-
oping will be a vital element in
the advanced ‘communications
systems of the future.

" Developments Yet to Come

.As I pointed out earlier, the
telephone industry made ‘great
progress when it turned to radio
techniques to improve system ca-
pacity.  In spite of these advance-
ments, hawever, we have not
altogether solved the basic trans-
mission-problems. We need a sys-
tem with more speed, more ver-
satility and.greater convenience.
And, to obviaté human error, we
need a system that will; in effect,
allow one machine to “talk” to
another. . In the case of “machine
language,” we" require . facilities
that will handle in the neighbor-
hood  of 800 words per minute
against the present 100 we are
now ‘able to transmit. This kind
of service may be found in wide-
spread use¢ much sooner than oné
might- think.

There is ‘another important ad-
vancement to conisder, and that is
system “extension,” which simply
we frequently  can
provide service more - economi-
cally - with radio than with the
usual. kind of facilities. In some
cases,” it means providing- tele*
phone service to areas which, az
a  practical matter, -otherwise

~would.have to do without it. What

this all adds up to is this: few
people at any time will be inac-
cessible, provided, of course, they
want to be accessible.

Now let us look - at another

=trend — the adding of one-other

dimension to the system —and

~that is “memory” . .. the ability of.

exchange equipment to accept and
information for various
lengths of time, and for various
reasons. Part of the memory will
be used - to .perform all line-
switching functions at high speed
—another part will hold the call-
ing number, the number called,
keep track. of the length’of the
call; and calculate tk2 toll charges.
We expect, in time, that the same
system will store the phone num-

" bers you call most often, and put
‘through any one you wish on de- -

mand. : |
Near at hand, we have the

‘means of handling the transmis-

sion of business data. For in-

. stance, the results of a day’s op-
. erations - at a: ‘“branch”—such as .

receipts, accounting information,
orders, time
rolls, etc.—may be recorded on
punched cards or taves during the
day, temporarily stored and trans-
mitted over the regular telephone
lines in the evening when the toll
rates are IO\VEI’. Tomorrow.
through the use of higher trans-
mission speeds than used today,

in “the -country-

-instructional

it will be possible for an elec-
tronic data processing machine or
computer to feed its output to the
input of a similar computer miles -
away. e 5 . i .3 4
With. some. knowledge of the
tremendous, flow of 'information
between headquarters, plants, and
warehouses, . “and ' - the - steadily
growing need ‘for accurate and
up-to-the-minute information ;at
all times, this type of service will
provide a priceless new jtool. for
business. Indeed, there are some
telephone * industry -leaders who
think it is very 'likely .that tele=
phone  toll® circuits, 'in : time, . will
be used as much :for data trans-
mission as for :voice’ communica-
tions. - - .
As 'a case'!in. point,  Sylvania °
Electric'Products,a subsidiary of
General Telephone ‘& Electronics,
has a ‘data processing center. in
upper New ' York State that is
connceted by 20,000  miles of
leased lines with' all of its plants, -
warehouses, = and. sales,’ offices .

_throughcut the . United States. A

wide .variety ‘of information ‘from -

facilities "all:over: the . country is

digested ;and _evaluated by / the
computer -whieh, .in turn;.reads
out “essential data to our’ head-
quarters offices arid decentralized
management. R T L

One interesting recent' devel-
opment which holds' particular
promise is the use -of “telephone
facilities within a community for
what ‘is:- known . as . “slow-scan -

. video”; in. other words, a type of
' television which has an applica-

tion in business: communications.
By this:means, for example, banks
and” their 'branches will -be able
to verify signatures very rapidly .
and ' thus. improve and speed. up’
their service. A1lso, technical
drawings, maps, etc., can be dis- -
cussed by two*persons separated
by miles, with the object of dis-
cussion in- view* of” both . parties. ..
In - other- ‘words,, commercial
phone-vision in ' a ' preliminary
form is here right now. }

Use of the coaxial system would
open up some: other"interesting
possibilities, such’ as’ educational
television. = This would - enable .

.large groups of students to re-

ceive _closer. and more effective
instruction, and “to. profit: by new
techniques that
aren’t practical ‘today. This may
heé ‘an “answer to the problem: of
over-worked ‘teachers and over-
crowded classrooms ini“many.com-
munities, A ;
© Space. Technology

Farther out — though not as far
out as you might expect—is some-
thing far more interesting. I am
referring. now. to space techmnol-
ogy. s

No doubt you' have read that
one of our universities bounced a
radar signal off the surface of the
planet Venus. That is, they sent
out a signal and received the echo,

The same technique' is ‘being
explored "as - a possibility fer
world-wide communications—not
telephony “alone, -buf - also - radio,
television, facsimile,. teletype 'and
da a transmission. "

This would be accomplished by
placing satellites ‘in stabilized or-
bits, and use them either as re-
flectors or relay stations,” which-
ever proves te be the most effi-
cient. In fact, the National® Aero-
nautics and Space Administration
has plans to placeé two such ex-,
perimental - satellites in orbit
within the next year.
This, I will-admit, sounds: like
science-fiction.. But I am_ told
that the U. S. Navy is.using the
moon ‘as a communications . link
between Washington and Hawaii
with a high dezree of reliability.

Independents in the Telephone

Industry -
T've referred.. to' many things
“we” are doing “when we look
ahead. Now let me tell you who'
“we” are., We are the telephone
industry. -The Bell System, our-
selves and some 4,000 other inde-
pendent- companies and the'five

Continued on page 28 °
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“‘The Minutes of the Last Meeling

"By E. J) HANLEY*
President, Allegheny Ludlum Steel Corporation
Pittsburgh, Pa.

‘Not againSt unionism but definitely. against “monopoly union- "+ °
ism,” Mr. Hanley suggests the latter must be solved pefore our
economy can confidently take off on the next big cycle of
_economic " growth: and progress. ‘Blaming labor’s monopoly .
growth .on . the- nation’s laws, the steel head recounts various

ways it manifests itself contrary to the public interest — com-

paring this -to rise. of business monopolies - during  the  1880-
1904 period.. Since business monopoly was forced to.submit to 1
" public' regulation then; Mr: Hanley asks, why not the same

- treatment for . this ' dangerous .

institution against ‘the public’

e mterest .which, he adds, would deal an. effective blow at- the -t
menace ‘of inflation. ’

2 .Twelve steel companies are
»,deeply  involved. in the -negotia-
‘tion of a new labor contract The

1€ negotlatlor's ‘are. bemg carrled on
in the bright
d'spotlight of

?),f)ublicity, and .

o,with advice

9 and admoni-
-tions.. coming

« in from every
51d e.-This, .
.therefore,

o should be an

ropportune
» time  to look

¢ .at,_ where we

i are, in these

.1 United’ States,

i 80 far as un- |

/I’ions may eon=
: eern the ‘pub--
.1ie interest, and how we got here
Out” of these consxderanons it

Lo seéms 10 me, “may -come a’ sug-

z-gestion-as to future deveiopmems

"We ‘really have ‘to' go" back 26

y ars properly to appxecxate what

g happemng today. It was in

-1933, you “will “recall,” that _the

falx Natxonal Industrial Recovery Act

aniwas ‘adopted.  Among- its. many

Istprovisions was ‘the famous Section

“107 which made it a matter of pa-

”tmnal policy for the Federal Gov-

')’ ernment to foster and encourage
ithe growth of labor - unions.

wThrough ‘this- Act, public atten-

‘wtlon .was focused . on “what ap-

© peared-then to be a fundamental

—'~natlona1 problem; :i.’e.;’ the - theh

gy o g “Hanley °

t‘u .

"'sad - state-"of " the vindividual. em- “oly”

~.ployee.- And tothis day, ‘Federal
.law - continues - to “promote . the

growth and power of labor unions. .

< Business in 1933 was, in a de-
;plorable - state. > We " had . gone
_,othrough the excesses of the 19205

d to.
Inventories were-high and had to o g (e prxvxlege iy

-tain ‘individuals_and/or organiza-
_tions to carry on a traffic in the:’
_organizing and’ control of-unions .

be .worked off.” The economies of
', ,mOSt nations” were :greatly upset.
g We, ourselves,’ after .a ' ruinous
i eredlt expansion;. were aftempting
7to straighten - ‘out’ our “financial

T2 ;community "Wages- and ''salaries .

. ywere’ being arbitrarily: reduced as

..y company . after” company . trled to,

"1 keep its-head’ above water. “The
r 1 Quickest, ‘surést way then to re-
duce ‘expenses was 'to"cut’ wages
310 cents per hour—effectlve the
“next day.

. There was great resistance -to :
ILthE union movement -among busi- «
11ness- and-industrial- maragers of .

-¢rthat - day. -~ This " resistance “con-
, utlfmed’ for many’ yeais'in industry
-z after industry, not excepting|steel,

£ f‘ which NRA ‘was found to be un-
:d constitutional. That ended - Sec-
“ntion- T—but- almost - immediately,
‘F in that same-year,- the- -Wagner
~Act.came-into being, eontinuing
—a.nd eveén increasing—the Fed-
Yeral Government’s assistance to
“labor .unions .to grow in- size,
Jstrength and. power, - - - *

fm Labor Exemption

" Of course, labor had always.

been specifically -exempted- from

“%'the anti-trust laws—and why-not?

3

AL
‘. *An address by Mr. Hanley,before the
. 87th: Annual Meeting- of the American
Ir-n and St~el Institute, New York City,
. y 28, 1959.
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fment of the United States.
.is S0 because -our laws have been
* _designed to promote their growth.

" Labor, .after-.all, is merely the

organization of ‘individuals. Indi-
viduals, the theory goes, have to’

‘be banded together to ‘give some
‘pbalance’ of power’ when dealing ’
-with ‘businesses having so imuch
"influence on ‘their .destiny.. And ;
-, don’t believe, as of this minute,
~.hat anyone in the ‘steel mdustry
" would argue with that theoretical

sbjective. - At” Allegheny ' Ludlum, -

 ye- want to-deal with'a union of

yur workers. We believe thatthis
s the way in which we can ob-
;ain and maintain good relations’
setween management and  em-.
sloyees. We work hard at the JOb
ind I believe we have had a rea- .

.onably successful relationship. :

Urider the aegis of the Wagner
Act, the power of labor unions
grew until today ‘we have single
unions covering entire industries,
and associations of unions cover-
ing many industries. - True, the
Taft-Hartley . Act _came’ along,

which ‘modified the Wagner Act .

to a minor degree, but it had_no °

real effect whatever on the grow-

ing power of labor unions.

' Monopoly Unionism Isn’t
Unionism

The growth of labor unions in

size, power, and :influence ' con- -

tinued. And we face today a sit-"

uation which, in many instances, -

can be descrlbed only as Monop-
oly Unionism,- and . I hasten to

define- these .words  so- we will "

fully understand this term.
" The' dictionary defines “monop-
as follows:

“Unionism”

Monopoly - Unionism, therefore,

of workmg, or laborlng, .persons.

.. That -this_is truly. the. situation -
-we, find today among.the ‘produg-
tion employees in' numerous in- -
‘dustries - is obvious on “its face.

Some 99% in the automobile. in-

.dustry are members of the UAW,;
‘some 96% of the rubber workers
“are members of the rubber work-

ers union; some 98.7% of the em-
ployees in the steel industry be-
long to the United Steelworkers
Union; some 99.4% ‘of the em-
ployees in the printing and pub-

-lishing - industry are members of

"4 i ] “might  add. . "In 1935 came the the unions;

- famous Schechter -Case; involv-:
:4ing - the chicken: slaughterer in.

.and so on.

In addltlon, 1nterrun10n agree-
ments are being threatened which,
if 'consummated and exercised,
would enable one or two men to
wield ultimately the greatest
power that has ever been con-
centratéd in this country.

Actually these unions are mo-
nepolies fostered by the Govern-
This

We, the people of the United
States, have created this . situa-

‘tion deliberately, while forgetting

that the power .of any monopoly,
ultimately tends to abuse. We for-
got Lord- Acton’s admonition,

. given in 1887, that “Power tends

to corrupt; absolufe power cor-
rupts absolutely.”

:Unionism- are not
:obvious.” Many of them are of a

‘ ('2).»,
- capitulate ‘to -such demands .
.hour went up.only 30%.

“Exclusive con~,
trol of a commodity or service in )
-a particular market.” :
‘is ‘defined . in the.
~dictionary -as' “The principle 'of :
‘union, ‘especially trade unionism:” :
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Public Is Misinformed -

As a matter of fact, the truly
serious. part-of this situation rests
‘in’ the fact” that the public ‘does
not realize what has happened.
The manifestations of Monopoly
immediately

secondary, or once-removed na-
“ture, and, even as of now, they
‘have to be sought out if they are
to. be viewed publicly at all.

: “Therefore, we are inclined to deal
;. only: with the symptoms. Further-

more, some 30 -years ago labor
was the: “underdog” and somehow

-people still retain this image and °
enoneously believe this still to”

be the .case.-

“Annual -  wage increases -have

becorne mseparably a part of the'

general problem  of labor union

“power. and indeed, a part of the.
machmery through which a strong .-

-union‘ makes- its gams It is the .
way in which one union competes
-in: the labor: complex with simi-
-lar- umons in other industries:

" Traces Sequence

power. of. Monopoly Umonlsm has
been .the imposition of “pattern.
settlements” by - industry - wide
unions in recent years. We have .
numerous examples of such set-
tlements, brought about by “di-
vide- and-—conquer” tactics, as in
the  auto. industry; or the indus-
try-wide approach, as in steel,’
glass, cement, rubber, and other
Aindustries. In ‘the industry-wide
approach; " if the full sequence is
followed, it goes -something like
this:
(1). Demands are proposed. by the
union — often .in public “and
-, before . they -are. handed to
management—which . are de-
- signed.-to _‘“outdo”
mands -of the labor ‘leader
-who achieved the most recent
success. " -
Refusal of management to

" ~results in g strike.
3 , ,
its “magnitude - depending -on
the . size ‘and- importance of
..the industry chosen for .the
_ assault. The public in gen-
~. eral, and customers and share-
‘holders -in- particular; become

increasingly disturbed as the .
The press,

. strike  continues.

A national disturbance occurs,

radio, and television keep up
a constant drumbeat.
Government intérvention oc-
curs at this point. The “public
interest,” the “national de-
fense,” the “international sit-
uation,” these and other
equally high-sounding . and
important  situations are in-
voked ‘as immediate reasons
:why an end to the “disas-
trous” strike should  be
‘brought about, The strike, by
this time, is said to be “hurt-
ing evelyone"’, :
Settlement comes — largely
'glvmg in_to Monopoly  Un-
* ‘ionism’s‘ demands,’ or. taking -
“ the form ofa'“Soloron de-!
. cision” and “splitting the dif--
ference” -in- some - manner

-between industry’s last offer :

and the union’s original de-
. mands.

- That script’ is not always acted
out to completion. Pressures some-
times have forced settlements.at
-some point before the conclusion i

-of the “last act”—but always with '
! . coneessions to union power,
One of ‘the  evidences of the:

Resulting wage increases have

forced similar wage increases in‘

related, associated, and neighbor- '
-ing industries, The new wage
rates - tend- to become, of course,
a new community wage level -and
everyone then tries to get into the
“act. These wage changes increase
-the costs of materials, “of com-
- ponents, of capital goods, which
in-turn cause further cost pres-
sures in the industry. giving the

corignal increase. Such cost pres-
higher*

sures inevitably ' force
prices in industries where the
supply-demand situation is such

that higher prices can be obtained.

The- result,  of course, is the now

e, don :familiar “wage-push inftation.’.’

Facts in Steel -

In the steel industry, .as you :
have -
gone up since 1940 some 238%,"

know, employment costs

while  steel shipments per man-

Inflation has been'a particular
hardship : to those least able to
combat  it: pensioners,. school-
teachers,  clergymen,  those "older
citizens who live - upon

of you serving on Governmental

bodies realize the problems of-
raising taxes to meet the increased’

incoma:
from a fixed amount of capital-

and Government employees, Any : imposed

(2523) 11
cost of Government operations
brought about by competition for
employees with industries in the
wage-push category  and com-
pounded by the deterioration of
the dollar.

There are industries, too, where
competition from abroad has pre-
vented price increzses—again a
matter of supply and demand, One
of. these is the textile industry,
and the textile workers have not
had an increase for, five years! A
peculiarity of wage-push inflation,
thierefore, is'that those who' gain
most from it are- those able to
“push” the hardest. At the other
extreme of the economic scale are
those who cannot push ‘at’aH.
‘Their real incomes fall because of
_price increases elsewhere; .-}

It is evident, therefore, that this
‘process of uneven prxce ‘and’ in---
come movements is the very
jessence of the mechanics whereby
ithose unions which hold 3 strong
,posmon of power, increase their
ireal incomes. Thus, . Monopoly
'Unionism gains at'the expense of
the rest of the economic system—
‘and demonstrates again the true
nature of monopoly.

The annual wage mcrease ‘has
been virtually institutionalized in
Jmany sectors of our economy be-
cause of the power of Monopo]y

Unionism. We have seen it in-
-corporated .into. contracts extend-
;ing over. several years. This. has
compounded the effects of wage-
- push inflation; and “productivity™
- becomes a word to be used only
.te justify wages going UP,  So=
called ‘“‘escalator .clauses”: yield
additional - increases in wage
-according to another “principle?
the rising cost of living,

And when both of ‘these fail as
can. excuse.for a ‘wage increase—
. both “productivity”, and “the cost-
- of-living"’ — Monopoly .Unionism
falls back on anothér, and equally
unsound, “principle:” . ability - to
pay. This inevitably brings in the
question of corporation " profits,
!which are necessarily-volatile and,
. which have been cut ‘in half as
-volume drops off, suddenly

“double,” to the tune of full-page
. newspaper, advertisements!

Economic Consequence;

The economic ‘consequences of
-settlements- in labor-
management disputes are serious

Continued on page 26
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1 Financing;;..(!ons?deraﬁons:r?: .

By ROBERT V. HORTON*
General Partnér, Goldman:Sachs Co., N ew. Yorl;(rCity

Retail financing ‘ specialist offers: advice regarding selection
and type of financing needed for a new venture. Mr. Horton
places great importance on making a careful ascertainment of
anticipated. after-tax. annual rate-of return from the- project;
determining the financing cost in terms of the ‘enterprise as a

whole and

ot the project itself; -arranging 'financing in

advance; and distinguishing equity from debt or. obligation no
matter what other names they may go by.

Growth is necessary just to
stand still in this changing world.
It is also necessary to attract and
retain personnel for conserving
and develop- y
ing further ;
the enter-
prises. It is
even neces-
sary to appe\:al
to the invest-
ors now and
in the future.

Neverthe-
less, the -con~-
flict between
growth re-
gquirements
and money
limitationg .
makes care in
the selection SR ;
of new projects all the more im-
portant. In this respect, as in
others, growth must be sound. The
future success. attained by . enter-
prises will depend in substantial
measure upon the selection of the
best projects relative to the cost
of capital.

The selection among the many
projects available is an important
field for financial men generally
and for controllers in particular.
Much of the raw material for such
selection ' is accounting data or
data: derived from accounts. I
think also that some hard-headed
financial thinking is essential in
this field.

But I-would not presume that
we deal here with what can be
considered purely an accounting
problem, Let me illustrate. I do
not believe that accounting con-
cepts or accounting data will even
provide all the tools necessary for
a sound decision in this field.
Moreover, the test of a new ven-
ture is not the tempting one of

. what it will do to total net in-
come, nor is it even what it will
do to net profit per share of com-
mon stock.

The first step in the process

R. V. Horton

*From  a  talk by Mr. Horton befora
the 39th Annual Convention of the Cone
trollers’ :Congress of the National Retail
Merchants: Association, . Detroit, Mich,,

Maz 26, 1950,

which I wish to outline is to de-
termine the profitability of the
project itself. ‘I do not plan to
detail this work, because I am
certainly not an expert in the field.

.It. seems notable, however, that
‘much more eonsideration has been
‘given to this matter in our man-

ufacturing enterprises—and par-
ticularly in our oil companies—

. than' it has in our merchandising

enterprises.

The  objective of such a study
should be to determine how much
more will be earned with the proj-
ect than without it. Note that 1
define this test in such a way that
allowance would be made for the
avoidance of future losses as well

‘as-for-the -gaining of future prof-

its.

We believe that such 4 study is
not ‘only essential to sound  ¢om-
pany policy and sound finance.
It will be helpful, too, toward ef-
fecting ony necessary - financing
which may be involved.

Now having an annual rate oi
return, after income taxes, from
the' project, let us turn to the fi-
nancing side of the question.

Turns to Financing Problem

First, let me emphasize that fi-
nancing should be considered rel-
ative to the business as a whole
and not relative to the particular
project involved. It is not right,
for example, to say that because a
project involves brick and mortar,
its financing must be long term.

Nor, conversely, is it right to say

that just because an expenditure
is for additional inventory, short-
term loans will suffice.

We- believe that estimated fu-
ture balance sheets and income
accounts should be prepared, us-
ing various assumptions as to the
program itself, as to its timing,
and as to general business fluc-
tuations and price level fluctua-
tions, These future financial
statements must not ignore, either,
the continuing lease obligations,
the continying sales of receive
ables, and such collateral items as
will affect importantly the - fu-
ture financial position.

We are of course in a field here

which is based upon guesswork as
to ‘future,- but_there is the virtue

.that the guesswork .is to be.done

in organized fashion. We believe

“also that such organized work is

essential in order to synthesize

‘the many 'variables involved as

a basis for sound judgment.

review of the data so prepared
will suggest the type of financing
that is needed—and let me em-
phasize again, needed for the
business as a whole, and not for

“the project itself nor for any other -

particular part of the business or
its assets.

Crucial Question

Only now does the heart of the
problem arise. Only now do-we
come to the crucial question: Will
the project yield a profit or save
a loss sufficient. to justify the
cost of its financing?

Here, too, in order to deter-
mine the cost of financing the
project, we should look at the en-
terprise as a whole. Sometimes a
project is accepted merely be-
cause the needed funds can. be
borrowed at a low interest rate
deductible for taxes. Such think-
ing does not seem to us complete,
because  obviously the company’s
credit is weakened to the extent
that it assumes additional debt,.
On the other hand, if stock fi-
nancing should now be required,
we would think, too, that its cost
is equally an irrelevant factor, he-

~cause it may be only an accident

of timing that the particular proj-
ect leads to stock financing. Be-
sides, sach stock financing im-
proves the company's financial
position, Stated differently, we
would think it wrong-to say that
a project now to be financed by
debt would require only a very
low profit potential- and that a
project- now to - be financed by
common stock would require a
very high profit potential.

It seems evident to us that the
cost of capital should be figured
overall, relative to the company’s
entire capital setup, perhaps as it
exists in. fact or perhaps as it
might be as a practicable objec-
tive, soundly conceived in the
light of the company’s business.

Overall Capital Costs

The overall capital costs for
many businesses today are.- still
high.

These estimates—and they are
only possible approximations—are
of the required “minimum” earn-
ings annually on the project after
taxes—that is they can be com-
pared directly with the project
earnings estimated along the lines
I have discussed earlier.

I would, however, stress one
particular point. I am sure that
management would consider 1958
earnings—for cyclical reasons, as

NEW ISSUE '

June 2, 1959

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

150,000 Shares
- Hermes Electronics Co.

Common Stock
(Par Yalue 10¢ per Share)

Price $4.50 per Share

Copies of. the Prospectus may be obtained in any stale
» from such of the several underwriters, including she undes-
signed, as may lawfully offer the securities in such state.

C. E 'Unterbe_rg, TowbinHCo.

//fraser.stlouisfed.org/

.- _chandising  business rather than

The Commercial and Financial Chronicle . . . Thursday,

well as for other reasons—too low,
for the purpose, with the result .
‘that the cost of capital figures are
:also too low. The real base should
be the future earning. power’ per-
present common. share-as the en-:
terprise now stands. 4
The costs of capital which I
-have suggested are of course after
including the low net costs, after
taxes, of sizable amounts of debt
financing, or its equivalent.

Somewhere in the work along
these lines, either in the estimates
of return-on the project or of the-
amount of profit that will be re-
quired over and beyond the cost
of capital;, allowance must: be
made for whatever risk factors
are involved in the project itself.
And of course, one should ordin-
arily aim, too, for an increased
profit, perhaps a handsome . one,
above the bare capital costs one
estimates.

Let me call attention to three
points particularly. First, one
may accept an existing capital-
‘jzation as sound and right for
~one’s business, or assume a prac-
ticable and sound goal capitaliza-
“tion, if the present capitalization'
leaves something to be desired.
Second, I would. call attention to
-the cost factors used—the interest
.rates. for . example—should be
those at which new securities can
.presently be marketed, net of ex-
penses. It is immaterial that one
.might have sold a 3% bond and
still have it outstanding. For any
new capital today, you must as-
‘sume the current market rate.
Finally, note that you must use, in
calculating the cost- of common
stock capital, what one would con-
‘sider the. sound future earning
power. per present share of- com-
mon stock of the existing enter-
prise.

Arrange Financing in Advance

Before closing, 1 would -like to
make brief reference to some col-
lateral matters. Because of the
financial position of many com-
panies today and because of the
difficult financial markets which
exist, we believe, generally, that
financing should be arranged in
advance to cover projects as they
are committed for, Many times a
commitment would arise when a
contract, as for construction, is
signed, but I would have you note,
.too, that sometimes an effective
commitment arises because of the
very large costs that could be in-
volved in the case of a cancella-
tion of the project or a delay in
.its. accomplishment. once it is
started, And then too, sometimes .
a commitment can as a practical
matter be involved, merely be-
cause-of a proper desire to pre-
serve the best public relations
-with customers and with a com-~
munity. v

Now, of course, I could go into
“detail about . various possible
forms of financing, but the form
-of ‘financing to be adopted is
“largely  a - matter of investment
banking- technique applied to a
particular situation, In addition,
“form changes with changing mar-
‘kets -and changing investment
“banking styles. 1 will ‘therefore -
: confine - myself -.to: two ~general
“points. v v :

iMany have heard about the ad-
vantages of investing .in the mer-"

investing in real estate. We think

" tthat the question of owning

versus leasing real estate for the
direct requirements of a business
is'only a question of how best to
" finance their avatlability.

“Allures of Debt Financing

With the high debt ratios which
exist in many industries today, al-
ternatives -to direct financing by

-way of debt‘'are naturally- allur-
ing. This is one of the reasons
“for sale-lease financing and for
financing by-sales of receivables.
‘I-wish merely to make the point
“here that both of these forms of
- financing 'involve -obligations to

- the enterprise using them. Barring

receivership; rent is an obligation

-and profit.

June 4, 1959

0f4 t_pe business’ to pay, just like
interest : and - sinking ~fund-.upon.
direct indebtedness.. It is true, of
course, that most: customers’ re- .
ceivables are self liquidating, but’
if sales volume, ratio of credit
sales, and credit terms hold, each
receivable - which “is  Jiquidated
must always be replaced with a
new one and be financed.

-Like the many -other forms of
finance, these devices have their
uses, just as they have their par-
ticular _disadvantages. But the
points' I wish to make are that
@hey are merely forms of financ-
ing; that they are debt or obliga-
tions as. distinet from equity fi-
nancing; and that their cost, with
their other characteristics, should
be compared with those for debt
of the more usual forms,

May I ‘conclude by expressing
the hope that among all of the
poss;ble projects open, -and: the
possible forms for their financing,

-one can, with the counsel of com~

petent investment bankers and
competent attorneys, make per-
fect judgments and prosper from
them in the alluring future which
is said to face us, |

Continued from page 2

The Security
I Like Best

alumim_xm _vehicle, v,was developed
by Twin just last. vear and has

.every promise of not conly fulfill-

ing military needs but interest has
been received from ‘the lumber,
fo.restr_y and oil exploration indus-
tries since this product is capable
of year 'round transportation not
only on normal types of terrain,
but also on those that are impass-
able to other vehicles.- This all-
aluminum lightweight job is de-
signed to be airborne, amphibious
and fast. ;
Twin has several other products
yet in the development stage that
no - doubt will - encourage new
business and greater profits.
Capitalization on Dec. 31, 1958,

.consisted of just 85,715 shares of a

$1.5Q ($35 par) cumulative, con-
yertlble preferred stock (convert-
ible into 1.49 shares of common)
and 519,170 shares of common out-
standing, besides the 127,714 shares
reserved for the conversion of the
preferred stock and 27,153 shares
for stock option plans for officers

‘and key personnel,

V-Loan restrictions prohibited
the payment of a cash dividend in
early 1959, resulting in a 5% stock
dividend payable in late May.
Management feels  certain that
loan restrictions will not preclude
the payment of cash dividends
lated this year. Earnings for the
first quarter of 1959 were 70c per

-share compared with 51c in the

same period last year, even though

.sales. in the first three -months

were . $9,369,511 . compared with

.$9,935,695 in 1958,

Twin finances have much im-

.proved in the past yesr. -On:Dec.
-31,°1958, current assets were $13.7

million. ($1.3 million in eash) with
current liabilities. of :$8.3 ‘million,
a ratio” of 1.7 to 1.. Net . working

-capital was -up- about -80% ove

the previous year. . :

- In summary, Twin Coach ap-
‘pears to be a Company that is now

in the hands of a very capable
management -and- has every indi-
cation of a successful ‘operation
Past record (except
1958) is almost meaningless, be-

.cause of changes having elimi-

nated unprofitable -subsidiaries.
The future of this Company is in~
deed a very promising picture.
Twin’s common stock _(synibol
TWN) is a good bet on manage-
ment and know-how and with the
stock trading on the New York
Stock Exchange -around- 15, I be-
lieve. this romantic picture has
dollars in it. ’
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 The Big Squeeze on Little Steel -

i . By ALWIN F. FRANZ * '
‘P’rgsidcnt, The Colorado Fuel and Iron Corporation

There is-a distinction between -smaller steel companies. and
!afger_ ones, according to Mr. Franz, not only in size but more
importantly in the cost-price squeeze. The spokesman for the
smaller units makes clear it is characterized by lower profits,
less modern plants, inadequate capital and depreciation -re-
- serves. Confronted with a political climate that no longer
- tolerates ‘a price rise and rising costs, these smaller firms are
~said to-face serious difficulties. Compounding this is the prob-
lem of foreign' competition.” The solution, Mr. Franz enjoins,
- Is_realistic’ depreciation” allowances, and a twofold ‘attack on
. costs by modernizing plant and equipment and by keeping

operating costs at-a reasonable level. Referring ‘to the aid
‘extended ‘steel plants -abroad and ‘to_ flight of private U. §S.
. steel plant investments abroad, the industrialist warns inflation
- must be curbed and small steel modernized to keep production

competitive and profitable.

During  the past century, the
-American steel industry has faced
.and solved many problems. How-
ever, I daeubt that any of them
were - more
: eritieal * . than
- those we have
. before us to-
day. They af-
.fect not only
,the steel in-
.dustry, but
_also the entire
. economy, and
present a
. threat to our
" American
standard of
. living,

The basic
:issue under-
lying these
‘problems is the inflationary trend
that has persisted since the close
of World War II, despite three
recessions. Inflation has brought
with it increasing costs, a rapid
growth in foreign competition, in-
adequate depreciation allowances

i~and, in-some instances, the over-
; seas migration of American busi-
ness. These developments are
. -challenging all American steel
.companies, hoth large and small.
. I would like ‘to discuss their im-
pact on the smaller companies.

Alvin F. Franz

Rising Costs

In spite of the present high
operating rate, and the good fi-
‘nancial performance of the steel
industry during the first quarter
_of this year, we are all aware that
steel " production costs are con-
‘stantly increasing. This is not a
new problem; it has plagued both
" large and smail companies for the
past 15 years. However, during
i “that time, no acute crisis was pro-
. -voked since rising costs were, to
> a great extent, recouped through
. higher prices. But, in the past two
¢ years, it has become progressively
' difficult to raise prices in order
‘. to -.compensate for higher costs.
For, during this period, we have
‘witnessed the crystallization of a
¢ political and economic situation
"where continued price increases
- can no longer be counted on to

" recover rising costs,

Therefore; because of political -

. pressure, it will be much harder
for the industry to raise prices
- high enough to cover any increase
in cost that may develop this
. year. If such a pattern continues,
-and costs go up again next year,
and the year after, getting price
relief may well become an im-
possibility. This is not the state-
.. ment of an alarmist ,but a fact of
. political life in the United States.
It therefore seems to me that
“one of the most pressing problems
.. facing us today is how to keep the
companies in the steel industry
_economically sound in a free
_enterprise system. With rising
"' costs..and - little iprospect: of ade-.
" quate price relief, the industry,
and particularly the smaller steel
“companies, are faced with serious
_difficulties.
*An-address by Mr. Franz before the

-67th American and Iron Steel Institute,
New York City, May 28, 1959.

gitized for FRASER
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b increase
¥ squeeze profit margins. This is

Attack on Costs
The true solution to these issues
can be found only in a frontal
attack on costs. Costs ‘must be
kept in line, if possible, reduced
‘—for, with price limitations, any
in costs = will further

evident from even a cursory study
of steel industry finances and
emphasizes the absurdity of the
statement that the industry can
absorb wage and other cost in-
creases because of so-called “ex-

. orbitant profits.,” Let us examine
.. this statement and look at these

so-called  “exorbitant profits,”
particularly the “exorbitant
profits” of the smaller steel com-
panies.

Consider the eight steel com-
panies, including The Colorado
Fuel and Iron Corporation, whose

annual ingot capacity falls in the,

medium range of about 11% to 3
million tons; Net earnings for
those companies averaged 4.6% of
sales in 1957, and only 2.3% of
sales in 1958. The average earn-
ings of these eight companies for
the five-year period, 1954 through
1958, were only 4.4 of sales.

Thus it can be readily seen—
certainly in relation to the smaller
steel companies—that the catch
phrase, ‘“wages can be absorbed
because of exorbitant profits,” is
a myth. This proposal offers nn
solution to the problem of rising
costs and stable prices. In fact,
the management{ and the stock-
holders of any steel company
must view with concern any sug-
gestion resulting in lower profit
margins that would threaten the
security of the enterprise,

The attack on costs can be made
in two ways: First, by fully
modernizing plant and equipment
to take -advantage of the latest
developments in technology, and
<econd, by keeping cperating costs
at a reasonable level.

Depreciation

The modernization of plant and
equipment requires large invest-
ments which should come, in great
part, from depreciation reserves.
These reserves are presently in-
adequate due to postwar inflation,
and a ‘change’in ‘the tax laws to
remedy this inadequacy is long
overdue, The European and
Japanese industries were modern-
ized with the generous assistance
of our government. The American
steel industry should now be
helped by amending the tax laws
so that a realistic depreciation
allowance can be recovered to
provide for most of the cost of
replacing worn out and obsolete
equipment. We certainly should
be willing to do for ourselves
what we have done for others.

A realistic tax policy should be
adopted permitting us to recover
the purchasing power of the origi-
nal investment. This can then be
reinvested in modern equipment,
and thus help reduce the cost of
production, Such a reform in the
tax laws does not constitute a sub-
sidy. It merely returns to the in-
vestor what ig his. I would like to

. 4 !

stress most emphatically that the
problem' of inadequate deprecia-
tion is not restricted to the steel
industry alone, It affects all Amer-
ican industry. e
‘In-recent surveys, the McGraw-
Hill Co. made the shocking obser-
vation that a large proportion of
the industrial plant and equip-
ment in the United States is obso-
lete. Over $95 billion will have to
be spent—and spent soon — to
bring our industrial facilities up
to the best modern standards. Yet,
plans for 1959 call for little more
that $30 billion' of actual expendi-
tures, - o5 ’
. Plant- modernization. is of para-
mount importance. to the. smaller
steel -companies “who must rid

-~ themselves of obsolete "facilities

in order to maintain a competitive

" position, To modernize, their earn-
- ings must be maintained at a level

sufficient - to- supplement inade-
quate depreciation charges, and,
for the present, if costs go up,
price relief is imperative to main-
tain these earnings. In fact, the
smaller companies will be in
greater need of price relief than
‘the larger ones, for many of them

‘have not had sufficient capital to

modernize their plants fully. This
is an item congressional commit-
tees - do not seem to realize. In
their attempt to bring pressure on
the industry to keep prices down,
they direct their attack against

those companies who have had the:,

capital to invest in new facilities .
and who have reaped the rewards

‘of ‘modernization through lower

costs. They seem to forget that
the smaller steel companies have
not modernized to the same degree
and so have higher costs which
require price increases to cover
these costs. Therefore, by keeping
the price down when costs go up,
the protectors of the small busi-
ress man have, in reality, been
squeezing his profits to an alarm-
ing degree.

American Foreign Plants

Another result of the increase
in the cost of production is the
construction of plants by Ameri-
can companieg in foreign countries.
These , companies, representing a
wide variety of manufactured
products, have felt it necessary to
establish plants abroad to help re-
tain markets and remain com-
petitive.  They have apparently
concluded that a combination of
American productive efficiency
and foreign wages provide a solu-
tion to at least some of their prob-
lems. American-owned overseas
manufacturing facilities now total
billions of dollars,

An added reason given for the
current interest in setting up for-
eign plants is that our government
is being urged to give a better tax
rate to domestic corporations who
would do most of their business
abroad.

Many will present the point of
view that any additional advan-
tages given to foreign competition
will only accentuate the problem
of protecting American-jobs, and
that any tax reform should first
be applied in this country.

" Foreign Competition

Foreign competition has become
a problem of growing importance -
during the past two years. In many
respects, its remarkable growth
can -be attributed to rising costs
in the United States. This prob-~
lem should be evaluated with a
proper sense of balance, neither
exaggerating its impact on the
steel industry nor minimizing it.
The plain facts are—many foreign
firms are well managed, aggres-
sive and now have modern facili-
ties. In a number of cases, their
productive efficiency is equal to
our own, and represents a serious
competitive threat to our steel
markets, both at home and abroad.

In 1957, the United States ex-
ported 5.2 million tons of steel
mill products, and imported 1.1
million tons. But this ratio of al-
most 5 to 1—in favor of steel mill
exports—dropped to less than 2 to
1 in 1958, when exports fell to 2.7

s e

million tons, and imports reached.
a high of 1.7 million tons. .This is
significant enough, but more:stars.
tling is the fact that in July an

. December, 1958, and again in Jan-

uary and February, 1959, imported
tonnage of steel mill products was
actually greater than steel tonnage
exported, '

Because of these developments;
we appear to have lost much of
our foreign market, and a portion
of our domestic market is in jeop-
ardy: For example, the United
States exported 721,000 tons -of
semi-finished -steel- in- 1957, : This-
dropped to 124,000 ‘tons in. 1958—
a decrease of 83%. Exports of
structural shapes- decreased from
453,000 tons in 1957 to 292,000 tons
in 1958, while exports. of. plates
declined.from 604,000 tons to 249,~
000 over the same-period—a. drop.
of 59%. . Exports of. tinplate, art
item: in  which the United States
has long had a preeminent posi-
tion, fell from 538,000 tons to 244,~
000 tons—a decrease of 54%.

Let us now have a look at the
import side of the picture. In the
domestic market we are at a com=-
petitive price disadvantage in such
products as ‘rods, barbed  wire,
nails, reinforcing bars, and other
items. In 1958, for example, rein-
forcing bar imports totaled 473,000
tons, or about 200% higher than
1957, and were equal,to ahout 23%
of domestic mill shipments in 1958.

Imports; untilwrecently, were
principally .confined -to common
steel products, but, within the past
year or so,.a number of specialty
wire products have arrived on the
American market in alarming
quantities. In 1958, imports of a
number of steel products ranged
from 30% to over 200% higher
than in 1957.

These are facts! In answer to

%
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these facts, it has been said that
exports-and imports’ represent a
relatively €mall percentage of to-
tal shipments in the industry. Yet
some companies, and, for the mpst
~part- they are . small companies,
have beer severely affected. It
seems to me, however, there is a
factor involved here far more sig-
nificant than. tonnages .and per-
‘ centages. It is -simply  this—the
American steel industry in certain
areas -is no longer . competitive

with the rest of the world! :
.+ The: reason .behind this.is no
mystery.” The European and:Jap-
anese " steel -industries ~were, in
great part, destroyed during World
.War " II' 'and ; have - been- -rebuilt
with:modern. equipment, much of
. which was financed by the. United
‘States. ‘ Thus, many of théir plants
are as‘good .as our modern'instal-

-Tations-and ‘far: better than much

of our older -equipment.. We no
longer have the. superiority.in fa-
cilities that -for- years - permitted.
.us to.pay higher wages, :and “still
produce. cheaper. and better steel.
Moreover, foreign producers have
wage rates ‘ranging from 66% to
86% .lower.than those paid in the
United States,. and,. because. of -
‘modern. equipment, . their. produc-
tivity is increasing rapidly at our
expense. While, in 1957, the Amer-
ican-steel industry paid-its work-
~ers $3:22 per hour; including fringe
benefits, the Japanese steel indus-
try paid 46, cents per hour. - This
low labor'cost, coupled-with. the
increased efficiency, of new equip-
ment, clearly explains the reasons
why a ton of Japanese steel prod-
ucts can be manufactured, shipped
across the Pacific. Ocean, stored
and trans-shipped to American
steel. producing and market ‘cen-
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The Changing Pattern
- Of Our Economy

By EDWIN G, NOURSE* v
Author and Consultant, Washington, D, C.
Vice Chairman, Joint Council of Economic Education
Former Chairman, Council of Economic Advisers

Former President, American Economic Association

Prominent American - economist distinguishes the Old Eco-

nomics from the New Economics in dealing with the issue of
private policy-making in our economy and the need for execu-
tive expertness and mass economic literacy to make our econ-

omy work. Pointing out that

the flexible small-unit market

mechanism as. an automatic ‘regulator is passé, Dr. Nourse

refers to today’s mutuality of

group interest needed to: keep

price-income mechanism balanced with a reasonable concen-

fration - of - private economic.

power. used intelligently and

responsibly so as to forestall. governmental intervention. The
! author depicts Big Business and Big Labor as the blades of
| shears with which we cut “the garment of national prosperity”;
| sees sophisticated private administration and self interest
. considerate of national rather than group interest; and defends
! use of “exhortation” or ‘“‘admonition.”

Since I celebrated my 76th
birthday recently, I feel that I
have been greatly privileged in
seeing a new pattern of life un=-
fold in these p
United States.
With my own
eyes I have
watched the
transition of
America from
a simple
horse- and
steam - pow=
ered technol~
ogy to the age
of jet planes,
synthetic
chemistry,
antibiotic
.medicine,
‘radio physics, Edwin G. Nourse
and nuclear fission. Accompany-
ing this physical progress, I have
seen hardly less startling economic
and social changes. I propose to
take a quick look at this changing
pattern of our free enterprise
economy in what I regard as its
most challenging aspect.

’I_n doing this I want to make
quite explicit. one basic assump-
tion from which I start. That as-
sumption is that almost every one
who had a college education in-
cluded a course or courses in the
principles of economics, From this
fraining one emerged with certain
upderstandings, values, and preju-
dices about things economic.
Those who “took” economics dur-
ing the first quarter of this cen-
tury got what might not unfairly

*An address by Dr, Nourse before the
New 'Jersey Bankers Association, Atlan-
gic City, N. J,, May 22, 1959,

be called “the Old Economics.”
Those who have developed eco-
nomic thinking from the formal
teachings and the business experi-
ence and the public discussion
that most have been exposed to
since thé middle 1920s have
seen the birth and growth of a
different attitude and different
methods of thinking about eco~
nomic life and business behavior.
The shock of a world war, dismay
at a depression that wouldn’t go
away, the real strains and the
amazing productivity release of a
second world war gave a fresh
start to economics conceived as
human engineering based on sci-
entific method. Professionals and
laymen, working together, built
the New Economics.

The basic and blessed difference
between the Old Economics and
the New Economics can be very
simply stated. From Adam Smith’s
theory of laissez faire through Al-
fred Marshall’s school of equi-
librium analysts, in spite of many
variants and much methodological
progress, economics was predom-
inantly description and apologet-
ics. The central purpose was to
get a complete -and accurate pic-
ture of the economic process and
to generalize from these data the
economic laws which held this
economic ', cosmos. together and
made it tick. 2

Two morals were deduced from
the Old Economics: (1) to be re-
signed to the kind of a deal you

the individual or we the people.

get from this system, or (2) that
the smart boys could adapt their
operations to thisirresistible
process in such ways that they
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-small business

would not beat their brains out
against the inevitable, but might
even ‘scalp some nice profits for:
themselves by outsmarting those
who didn’t_quite. “savvy” how the’
system worked. 4 :
- Now. the essential difference’ in
the New Economics is that. it does
not look at the economic system’
as something to be accepted from
on high with a natural succession

" of prosperity and depréssion ‘or an

economic. caste -system; that ‘em-
braces both an immuné class of
“the filthy rich” and an irredeem-

" able class of “the stinkin’ poor.”
- It is .a- eonstructive; optimistic;
© wvaliant, and, to use a word-from

President ~ Eisenhower’s - descrip-
tion, a “humarne system.” The New

. Economics is concerned with those

large. units. of business .organiza-
tion 'that” are needed to ~operate

" our modern technology efficiently.

It is concerned with those' élite
groups who ‘are needed- to-guide
the' affairs of the large aggrega*
tions of Big Business (including
big  banking) and of Big Labor.
The New Eeonomics is greatly
concerned-about the business poli-
cies of these administrators of the
private economy and of how their
policies are arrived at and how
they are implemented.

The point of all this New Eco-
nomics is to develop a rationale of
yoluntary group action that will
promote operative efficiency, with
suitable rewards and incentives. to
the several .contributors to na-
tional productivity, so- that: the
several parts of the national eco-
nomic machine may mesh together
to achieve vigorous national
growth and stability. Through
broadly educated management and
wise policy-making ‘under  the

New Economics, the United States

and the Free World are out to

.prove that free enterprise, with

reasonable concentrations of pri-
vate economic power, and with
intelligently responsible - use of
that power, we can accomplish
optimum  results for the whole
people, not automatically by the
Invisible Hand of the Old Eco-
nomics, but by sophisticated pri-

.vate administration; guided by.the
‘New Economics. @Of course, gov-

ernment has a complementary
role to play, but it should be the

‘purpose and the achievement of

private business policy and ad-
ministration to make the sphere of
public action as small as possible
because private action comes as
close as possible to doing its full
job.

Managed Currency

Our graduation from-the “little
red schoolhouse” economics . of
into the High
School of systematic administra-
tion of our economy in this cen-
tury began with the coming of a
managed currency. I start my
analysis here because this devel-
opment has both historic priority
and basic economic significance.

In the nineteenth century, by
turning back the tides of “green-
backism” and rejecting “free
silver,” we won a considerable
victory over forces that . would

undermine the power of money to’

serve the needs of commerce. The
Gold Standard Act of 1900 gave us
“sound money” but at the expense
of rigidity, as the money panic of
1907 clearly showed. -Passage. of
the Federal Reserve Act in- 1913

‘changed our money pattern to one

of “elastic currency,” and that is
the pattern we are still living with
and trying to- practice in a way
that will permit and indeed con-
duce to maximum national growth
with needful price stability.

Now when we start to live with
a managed currency system, we
start to live dangerously—just as
we did when we put automobiles
on the road and airplanes in the
sky. In the latter case we needed
clearer principles of traffic con-
trol and well-trained and socially
responsible - drivers- and pilots.
With the new money system, we
need principles of control and
responsible ‘as well as ‘econom-

‘racy. Neither faction,
~questions the need for top-level
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ically competent ba nkers and
businessmen. "
Personally, I believe that the
system of private-enterprise local
banks, most of which hold volun-

- tary membership in twelve re-

gional Reserve Banks ' federated
under a national Board of Gov-
ernors, is'a soundly, even brilli-
antly, conceived answer to the
problem - of providing modern
America with ‘the elasticity and
safety needed .in' our commercial
banking system. From the grass
roots understanding that thou-
sands of local bankers have about
community needs and individual
credit - worthiness, th e regional
banks are given a detailed but
comprehensive picture of sectional
economic conditions, which is
supplemented 'by the continuing
studies of their professional staffs.
Theit findings and recommenda-
tions‘are reviewed by the regional
banks’ . board of directors, com-
posed of representatives of busi-
ness-and the public, as ‘well" as
bankers.. "This- same almost sci-
entific apparatus of policy-making
is repeated on a larger scale in the
national Board of Governors, with
its staff and advisory committees
from the regional Reserve Banks.

While the lately won indepen-
dence of the Fed from the Treas-
ury is highly. important, no less
important is the voluntary con-
ference procedure between the
two - agencies to arrive .at the

‘soundest- compromise ' procedure
.at times when-legitimate goals of

the two agencies conflict. So too,
the jealous oversight of the Con-

-gress- serves a sort of check-and-

‘halance purpose, even though it

.permits political pressure at times

to override econoimic
ship. -

This ;brings us to a point of
view with reference to our
changed pattern of economic life
which I shall be emphasizing
throughout my paper. This is the
importance of conscious policy—
not just “doing what comes

statesman-

:naturally” — if any large-scale

business or economic apparatus is
to be managed sufficiently.
Furthermore, such policy must be
grounded not only in competent
understanding of the techniques
of business or. finance, but also
must be broadly oriented toward
the national welfare, not merely
to nineteenth-century standards
of individual or company profit-
making. Finally, these segmental
policies need to be coordinated
one with another if we are to
have an integrated and internally
consistent pattern of economic
life in a free economy.

I have already referred to the
fact that the Fed is—as it should
be—“independent” of the Treas-
ury. But it.cannot be—and is not
—indifferent to the Treasury’s
hard problems of budget adjust-
ment and debt management. Be-
yond this, monetary policy needs
to be skillfully tailored to ever-
changing business situations to

promote both financial stability

and high sustained use of national

resources — the goals enunciated-

in the Employment Act. Such a
coordinating role as was implied
for the Council c¢£ Economic Ad-
visers in the original Act has
been further spelled out in the
interdepartmental Advisory Board
on Economic Growth and Stability
formalized by President Eisen-
hower
Number
Committee Report.

Others besides Eliot Bell have
argued that we reed a' much
more close-knit policy-coordinat-
ing body which he calls a National
Economic Council. Others besides
Randolph Burgess have responded
that such a body would not bring
any new wisdom or deeper sense

‘of responsibility’ to bear on:this

complex problem than we .now

~have, but would lessen the flexi-

bility of action and check-and-
balance autonomy so character-

-istic of American methods, and

would lead to monolithic bureauc-
however,

in Reorganization Plan:
9 under the Hoover:-

policy-makiing on a highly in-
tellectual plane in the managed
money system that is a funda-
mental part - of = the changed ;
pattern of our economy.

Business and Labor
Administrators :
Obviously the problems of
capital management- and _labor ;
management present many differ-
ences from ‘the problem of money
management. But they present
also a basic similarity and. a
challenge to corporation top ex=::
ecutives and  union  officials' to-{
consider ~their administrative
responsibilities -in equally - broad »
and - economically sophisticated 3
terms. - This is a steel age, 4.
petroleum age, an electric age, an:{
automotive age, and a chemical
age, There will be constant re<:
alignments among these groups,;
and their constituent companies,

]

as they attempt. to-adjust to.or;

take the 1lead in technological
cdevelopment and consumer prefer=:f
ence. But from the point of view !
of the New Economics, corpora=.
tion executives as a whole are the
trustees for- the. capital function
in our . enterprise economy. It is.
their policies and practices that
determine the vigor and direction::
of capital formation, investment
direction, andconservation, 2

If time permitted, I could draw
a glowing picture of’the way-in
which the petroleum industry has
foreseen  the needs of our 'in=+
dustrial =~ and ' private-consumer

society “and  poured . billions of |

dollars into technological research
and  geographical ‘exploration 'to !
see that means of meeting those i
needs were developed at least oné |
jump and often several jumps!
ahead of their actual emergence;|

A history no less admirable has'j
been written by the steel indus=-

try as it kept a watchful eye on*
the prospective exhaustion of old

sources of ‘ore and hunted out .

new sources at home or abroad'’
and built the railroads; port facili="
ties, steamships, and beneficiation
works needed to bring them into’
economical use. So too of chemi-!
cal= light metals, and others. ~ "’
But this is only part of the’
story of the role of capitalist”
management in our unfolding”
enterprise -system. Capital must!
not become a golden calf to be
worshipped for itself, and sacri-*
fices and burnt offerings made to*
it by the people. It is simply one#
blade of the shears with which we
cut the garment of national pros-"
perity. The other blade is the%
consumption function, whose
most articulate spokesman is Big?
Labor. ! s
Here lies the epic struggle £
our day, and the New Economicg?
has its work cut out for it in®
devising principles and making?
them effective in practice, where=!
by the ultimate mutuality of in«
terest of capitalist producer and?
laborist consumer shall be kept in !
balance through a price-income
mechanism which is not regulated *
automatically by a flexible small<:
unit market mechanism but which,'*
preceiving the necessary limita<"”
tions set by supply and demand?
conditions, tailors them wisely {0
each other through the exercise of
managerial judgment, guided by
objective analysis and revised inJ
the light of measured results. = *>?
There is a. striking parallelism 2

between the Foreign Ministers?

Conference being held in Geneva’!
and the Summit meeting. now’
going on in New York between a¥
four-man team of the steel indus=4
try and four top representatives of

the United Steel Workers. If East'$ -

and West fail to find any way of?
reconciling two rigid and con~*/
flicting ideologies, we are in for?

the - continuance of a  wasteful® -

arms race. If an irresistible forcé?
of union dogma meets an im-=-*
movable  body of ~managerial'?
“prerogative” we are in for &=
renewed and perhaps aggravated:i!
race of cost-push inflation. 1€

What I have read—or written!
—in -the book -of the New Eco= !
nomics points clearly to concess °

itized for FRASER
:/lfraser.stlouisfed.org/




Volume 189 Number 5852 . ..

sions on both sides that would
proclaim a new leadership of both
management and labor toward
solving market problems and thus
avoiding the threat of government
intervention and reducing the
area of fiscal and monetary policy
to their normal role.

Economic Sophxstlcatlon

. It is encouraging that, with the
growing prominence of large-scale
organlzatlonal units and the wider
impact ‘of . managerial dec1s1ons,
here has been also a rising level
of respect for principle as a guide
to policy and more general study
of .economics as a‘preparation for
busmess as a.calling; more use of
économic staffs ‘and research. as
aids.to decision-making. This staff
work on economic data and eco-
nomic- theories pertinent to- the
corporatlon s or the union’s pohcy
problem’ is somewhat biased  in
both the management- and theé
labor camp, and is - still further
debased by considerations of ex-
ternal power and internal politics
Wwhen it comes before the. top
executive decision-maker. But 1
think no informed person . could
doubt that in somewhat the same
way. that plant operation today
relies on science and skilled en-
gineering, business management is
constantly.  weaving strands. of
économic  principal and social
responsibility into our pattern of
“ business. life,

iImportant as all this is for those
elite. groups in ' management,
;abor, finance, and government, it
is -true. that. no. .stream ' can. rise
higher than its: source, ‘and' slow
but important gains in the battle

against economic illiteracy of the |

mass. of spenders,  savers, and
voters. are being made. I am not
80. naive as to suppose — or to
desire for.that matter—that self-
interest should ceas2 to be a great
motivating ' force ".or éven ' the
dominant motive in the actions of
“the economic man.” But.I believe
the changing pattern of American
life. shows signs -that mass atti-
tudes and actions can be brought
“to reflect more adequate breadth
of view as to national rather than
group interest and a longer time
perspective.

7 One final word should be sald
en the matter of- intellectualism
as an.approach to widespread and
sustained prosperily under the
New Economics., This concerns the
much resented and much ridiculed
activity referred to as ‘“exhorta-
tion” or “admonition.” No amount
of pre-service training for busi-
hessmen, bankers, labor leaders,
and union memberf;, or citizens in
general - will provide all the
answers * needed for economic
problems as they keep emerging
in .our .fast-changing economy.
New situations need to -be ex-

~ pounded by those who are better :

informed and warnings given by
those who are 'in a position to see

danger before it strikes. It is a

constant marvel to me that busi-
ness figures ‘who are spending
much time and company money
in  warning ' the public of the
dangers of inflation or the need
for savings, or the need for higher
productivity are so outraged when
public officials, from.the Presi-
dent down, or economists of pro-
fessional prestige venture to dis-
cuss the. same subjects and
“recommend courses of ‘action
which are based on a broad view
and deep study. Discussion of the
public . interest wvis-a-vis private
interests is caricatured as admoni-
- tions to be “good” or ‘“altruistic”
or as “sacrificing” legxtlmate in-
terests, or as. appeals to “con-
science” where ruthlessness, -or
selfishness, or badness is not only.
to be expec_ted but applauded. In
my book, admonition is an essen-
tial ingredient of a‘free enterprise
. system and .is_not. an appeal to
non-economic goals or procedures,
but .an educational approach to
national prosperity, based on
harmonious or consistent adjust-
ment of all 1ts workmg parts.

It is clear that any full discus-

sion of the changing pattern of

cur economy would  include also /

the remarkable. growth of popula-
tion and its age distribution;
geographlcal shifts; new spendmﬂ‘
saving, and taxmﬂ patterns; and
evolving concepts and practlces of
social security, But I have limited
myself to the issue of private
policy-making in a large-unit
economy and of the executive
expertize and rank and file eco-
nomic literacy needed to make
this kind of economy work. I did
this, as I said in my opening
paragraph -because I believe this
is the phasé of ‘change: that pre-
sents greatest challenge to pro-
fessional groups such ‘as those in
banking, management, labm and
govemment

Viclor Dykes .loms
‘Booke & Co. on Goast

BEVERLY HILLS, Calif—
Victor . Dykes, for merly Vice-

President, and Director of Value‘

Line - Fund
Distributors
in San Fran-
cisco, has been
named Vice-
President of
Booke & Co.,
400 South
Beverly.
Drive, finan-
cial and stock- .
holder rela-
iions - counsel, ~
of  Beverly .
Hills, - Denver
and New York.
Mr. Dykes,
a native ‘of
New York, in 1928 'joined: the
investment banking - firm . of
Spencer Trask & Co., Boston.
Subsequently, for 16 years, he was

Victor Dykes

a partner in the investment man- -

agement company of Cromwell &
Cabot, Boston.

In 1949, Mr. Dykes became a
founder and chief executive offi-
cer of Texas Fund. He was, elected
President of Texas International
Sulphur Co. of Houston in 1953,
a position he held until moving to
San Francisco. in 1955.

Benjamin Lewis Adds

(Special to THe FINANCIAL CHRONICLE)

CHICAGO, I11.—John P. Giangi- .
orgi is now afflhated with Ben- -

Jamin Lewis & Co., 135 South La
Szalle Street.

With Wm. H. Tegtmeyer

(Special to Tue FINANCIAL CHRONICLE)
CHICAGO, Il1.—Donald.R. Craig
is now ‘connected with Wm. H,

Tegtmeyer- & Co., 39 South La-

Szlle Street.

With ‘Merrill Lynch

{Special to THE FINANCIAL CHRONICLE)
CINCINNATI, Ohio—Thomas H.
Lameier "is now affiliated with
Merrill Lynch, Pierce, Fenner &

Smith, Incorporated, Dixie Ter- .’

minal Building.

With Eastern Investment -
(Special to THE FINANCIAL CHRONICLE)
NORTH READING, Mass.—
Walter ' J. Zawacki is now with
Eastern Investment Corporation,
213 Main Street. He was formerly
with John G. Sessler & Co.

F. P. Ristine Adds

PHILADELPHIA, Pa. — F. P.
Ristine & Co., 123 South Broad

Street, members of the New York -

Stock Exchange and other leading
exchanges, announce that Reed A.
Morgan, Jr. has become associated
with them as a registéred repre-
sentative.

Now With Clayton

(Special to THE FINANCIAL CHRONICLE)
| PORTLAND, Maine — Donald
L. Kelsey has become associated
with Clayton Securities Corp., 443
Congress St. He was formerly
with W. E. Hutton & Co.
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From Washington
Ahead of the News

By CARLISLE BARGERON

The dread disease, cancer, is no
respector of persons as Washing-
ton has come to learn. The death
toll among senators and others
‘in hign piaces
is pronounced.
Tirst, going
bac k several
years there
was . Senator
Wherry of
Nebraska, one
of - the’ ‘most’
aggressive
Republican
senators ‘of his
time. His suc-
cessor :to the
Senate from
Nebraska, also
{ell to the dis-
ease, The al-
most sudden death -of Bob- Taft
was one of the tragedies of the

arlisle Bargeron

“times . and - undoubtedly had an

effect upon the course of history.
Just-before him Brien-M¢Mahon,
of Connecticut, one of the most

prominent of young senators died.

Senator Arthur Vandenberg

who had so much fo do with the-

creation. of the "United Nations
was. lost to cancer and also. was

-Hoyt Vandenberg, distant -relative

and brilliant air force chief of
staff,

- Enrico Fermi, atomic scxentlst
died of.stomach cancer, as d1d
John von Neumann, the famous
mathematician, although where it
attacked him was unspecified.

mander’ of ‘the Flying Tigers in
World War II, was lost to cancer,
as was Dr. Francisco Duran-Rey-

‘nals, a cancer scientist.
. John “Foster ;Dulles was the -

latest tragedy, dying at the height
of his power, He was. the subject
of a scathing attack by the Demo-
cratic *Advisory Council just be-

.. fore he was stricken. Among other

General Lee Chennault, com- :

things they claimed wrong with
our foreign policy was the state-
ment that he ran away from our
allies, deserted them, at the time
of the Suez Canal attack by Brit-
ain, .France and Israel. It is a
fact that he not only , deserted
them but persuaded them to with-
draw from the attack. -

- It was against- his . policy, all
disputes should be settled by .the
Umted Nations—that was the pol-
icy of this government.

* That he may have been emin-
ently right is a story told by
Prime ‘Minister Erlander of
Sweden about his visit with Mar-
shal ‘Tito in Yugoslavia in June
of 1957, a few months after the
Suez affair.

At that meeting Tito told Mr. Er-
lander that in his judgment Nikita
Khrushchev really believed when
the Hungarian revolt occurred
that the uprising had bheen -in-

3 4
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Nonsense.. There is no evidence.
that lack of funds for research

‘into causes and cure of cancer is

the reason that more progress has
not been made. Millions and mil-
lions of dollars are spent every
year. Private donations-run into
millions in addition to what the
government puts up. I know of
one man who because of a cancer
death in the family gives $1 mil=
lion every year, You can multi=
ply that by any number of similax
donations. Research is going along
all over the world. It isn’t a case
of shortage of money.

Senator Neuberger of Oregon,
who had a cancer attack several
months ago but in whom it is ap-
parently arrested, is one of the
{foremost advocates of more Fed= -
eral funds, Because Mr. Eisen=
hower doesn’t take the strings off
the Federal purse, he is. consid=
ered hardboiled and callous to the *
seriousness of the disease. Nobody
denies its seriousness but more
nzoney isn’t the answer. Some
day, in some way perhaps, a little
known scientist who has been ex-
perimenting all by himself will
come up with the answer and
humanity will be as grateful as
to him as it is to Dr. Salk whe
found the answer to polio.

stigated by, the West as the pre-. . .

iude to an attack upon the Soviet .

Union. Khrushehev was preparing
for some sort of Western assault,

and what changed his mind was ‘

the American stand in the United
Nations -opposing the British-
French-Israel course at Suez, This

in turn may have forestalled some -

sort ,of Soviet preventive action.

If this judgment is accurate, it -

means -that Mr. Dulles™ difficult
course of checking this country’s
closest allies in the United Nations
also helped to avert World War
111.

to * increase
funds for cancer research.

Taft always opposed these in-
creases -and the proponents of
increased funds now say that had
he thrown his influence behind
them he would probably be alive
today. ;

Every time there is ‘a cancer -
death of a prominent person, the -
agitation is renewed in Congress -
appropriations - for ..

‘Keller Bros. Adds

‘ -% (8pecial to THE FINANCIAL CHRONICLE)
BOSTON, Mass. — Walter J.
Pioren has joined the staff of’
Keller Brothers Secuntles Co..
Inc., Zero Court Street.

. Joins Paine, Webber
- (Special to THE FINANCIAL CHRONICLE) -
. .CHICAGO, Ill. — Richard S.
MacGregor has been added to the
staff of Paine, Webber, Jackson &
Curtis, 209 South La Salle Street.

With Estate Secs.

(Special to T FINANCIAL CHRONICLE) 4
DENVER, Colo.—Verlyn J.
Kane and Carl W. Neihart have
become associated with Estate Se<
curities Corp., 1600 Ogden Street.
Mr. Kane was formerly with Al=
len Investment Co. and Mountaim
States Securities Corporation, -
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Securities Salesman’s Corner

By JOHN DUTTON
Account Control

Most of the mistakes and mis-
understandings that arise between
people are due to the fact that
there has never been a proper cla-
rification and understanding be-
fore decisions are made. Many
salesmen and customer’s represen-
tatives could save- themselves a
great deal of wear and tear on
their nervous system, extra de-
mands that are made upon their
.time, and much needless work for
their clerical and accounting staff
if they would sit down with some
of their customers and explain
why certain- rules must be fol-
lowed in the purchase and sale of
securities.

Some salesmen are so busy ask-
ing for special favors for certain
of their accounts that you would
think they would end up on the
bread line if they lost one of these
perpetual privilege seekers. They
should change their entire atti-
tude toward their business, Weak=
ness in handling customer ac-
counts can be symptomatic of an
entirely negative approach, not
only to clientele building, but in
relationship to the entire field of
account management as well. Un-
fess your customers realize that
you can only work with them
advantageously if they follow the
rules and appreciate the value of
your own time as well, you are
better off without those who will
cooperate.

Explain Why Rules Are Important
In handling cash accounts there
is no reason why-any customer
should: expect you to' constantly
agk your. cashier’s department for
fime extensions. There is a spe-
cified settlement day for delivery
and payment of securities. No firm
tan run its business properly if
it is constantly called upon to
wnite -extension letters, -make
checks payable for securities sold
before ‘settlement. date, and con-
tinuously change transfer instruc-
tions after orders are placed. It is
definitely ‘the .salesman’s job to
inform ‘his customers that the
rules under ‘which this business
operates are for the protection of
everyone, the customer as well as
the broker. It has taken many
years to establish a.code of proce-
dure that is uniform and practical,
and there 1s- no. justification for
anyone - who. . thinks they have
some sort of special. privilege that
entitles . them to the right of
changing these .rules for 'their
particular benefit. )
There are people who sell stocks
a few days before the x-date and
the salesman: does not .inform
them of this. This is a mistake on
the part of the salesman. . It is
good policy to check the x-date
before securities are sold.. Some
customers wish to sell after the
x-date and unless this is clarified
there  is sometimes' a misunder-
standing. But if the customer does

FOR

receive a dividend to which he is
not entitled he should know that
he must return it to the purchas-
er. Arguments and confusion in
such cases can be avoided by
checking the situation and clearly
making the facts known to the
customer,

After You I Come First

Most people are reasonable and
they do not expect that a husy
salesman or- customer’s represen-
tative drop everything he is doing
and sit down with them and have
a long chat about a hundred and
one unrelated items to the exclu-
sion of all else. The other morn-
ing I was in a sales meeting and
I received a call from a new cus-
tomer which 1 was told was very
urgent. - I excused myself” and
went to my desk and answered
the call. This man had becen
referred by a good account and I
had executed an order for him
over the telephone. I told him I
was in a meeting and my secre~
tary had told me that he had in-
sisted that his call was important
so I had left the meeting to answer
him, Do you think that made any
impression on him? It certainly
did not. He went into a long
speech about a trip he was taking,
that he would not be back for
several weeks, the state of his
liver, and what did I think of the
market?

Finally, when I could get a
word in, I asked him why he
called me and he finally came
around to the point that he
wanted to have the securities we
purchased for him placed in safe-
keeping if they returned ifrom
transfer before he came back
from his trip. Without being im-
polite, I-told him that all he
should do in the future was to
write out these instructions, put
them in the mail with his check
and it would be done. I finally
got off the phone and this inter-
ruption upset a whole meeting,
{ook the time of another ten men
who were waiting for me, and
caused me-extra work which was
unnecessary.

I contacted my friend who had
sent this man to me and he veri-
fied my original impression. He
said: “Don’t let that fellow im-
pose on your time. In a way I re-
gretted that I sent him to you,
he’s liable to be more trouble than
his business is worth.”

There -are- some people who
have no consideration for anyone
but themselves. They are so self-
centered that you can’t change
them- by suggestion or example. I
don’t- infer - here that you should
not be considerate, polite, and
cooperative with your customers,
but there are people who will
literally run you ragged if you
let them, These are the ones you
should either make walk the chalk
line or go somewhere else.

A good salesman needs a co-
operative customer if he is going
to properly service his account.
He can’t be making new rules and
regulations, nor can he operate a
‘coffee-clatch” in the midst of a
busy day and still do his job
properly. Good- customers know
this, others can Jearn it, those who
won’t you don’t need,

Chamber Elects Three
To Finance GCommittee

The New York: Chamber of
Commerce today announced the
election to its
Committee on
Finance and
Currency
of Hoyt
Ammidon, -
President of
the United
States = Trust
Company
of New York;
G. F. Mosher,
President  of
General Elec-
tric Credit
Corporation;
and Hans A.
Widenmann,
partner of Carl M. Loeb, Rhoades
and Co.

Roy L. Reierson, Vice-President
of Bankers Trust Company, was
reelected Chairman of the Com-
mittee.

NY Gotion Exchange
Elects Officers

William K. Love, Jr., of Ander-
son Clayton & Fleming, was re-
elected  President of the New
York Cotton Exchange at the
annual election. Re-elected Vice-
President is Tinney C. Figgatt of
New York City. John M. Williams
of Royce & Co. was re-elected
Treasurer. Those elected to the
Board of Managers are: Harry B.
Anderson of Merrill Lynch, Pierce,
Fenner & Smith Inc.; Edward C.
Angelery of Cottonia Co.; Alfred
Boedtker of Volkart Brothers Co.;
Joseph J. Gollatz of New York
City; Fred W. Perutz of Schwabach
& Co.; A. C. Purkiss of Walston &
Co., Inc.; William Reid of Bache
& Co.; James E. Robison of Indian
Head Mills, Inc.; Malcolm J.
Rogers of New York City; J. Ray-
‘mond ‘Stuart of E. F. Hutton &
Co.; Robert K. Vincent of The
Kendall Co.; Alden H. Vose, Jr.
of Kohlmeyer & Co.; .G, Clarke
Watson: of New Yark City; Albert
M. Weis of Irving Weis & Co., and
J. Antonio Zalduondo of Orvis
Brothers & Co.

With the exception of- Messrs,
Gollatz, Purkiss, Reid, and Watson,
‘all of the others were members
of the retiring Board who. were
re-elected.

Walston Adds to Staff
(Special to THE FINANCIAL CHRONICLE)
DENVER, Colo.— William W.
Buller has been added to the staff
of Walston & Co., Inc., 818 Sev-
enteenth Street. '

With Dean Witter

(Special to Tz FINANCIAL CHRONICLE)

Ruy L. nelerson

“"* SACRAMENTO, Calif—Harold
E. Bachtold has been added to the

SALE

122-Bound Volumes of the
COMMERCIAL & FINANCIAL CHRONICLE
From
Jan. 1, 1929-Dec. 31, 1957
Available immediately in N. Y. C.

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

staff of Dean Witter & Co., 924
J Street.

- With Kentucky Co.

(Special to THE FINANCIAL CHRONICLE)
LOUISVILLE, Ky.—John W.
Allen is now with The Kentucky
Company, 320 South Fifth Street,
members of the Midwest Stock
Exchange,

Chas. A. Day Adds

) (Special to THE FINANCIAL CHRONICLE)

BOSTON, Mass. — Arnold W.
Englund has been added to the
staff of Chas. A. Day & Co., Inc.,
Washington at Cowrt -St,, mem-
bers of the Boston Stock Ex-

“*“change.” ™
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Railroad Securities

. 1 C C Recommends Measures to Cut Passenger Losses -

The Interstate Commerce Com-
mission, after some three years
of study, issued a voluminous re-
port recommending a number of
steps to cut down losses from pas-
senger train operation and also
means by which this traffic could
be increased. The Commission also
called for tax relief on a local,
state and Federal basis.

Among the specific recommen-
dations were:

Repeal of the Federal excise tax

. of 10% on passenger fares;

Revision of Federal tax laws so
that any local and state tax relief
given the railroads will not be
subject to Federal income tax;

" Reduction of state and local tax
burden on railroad properties;

- Larger patronage  of railroad
services by the Defense Depart-
ment, Post Office Department and
other Federal agencies;

Elimination of duplication of
passenger trains, terminals and
facilities where possible;

Experimentation with new types
of coaches, sleeping cars, dining
cars and other facilities;

Greater efforts on the part of

~ railroad management to stimulate

railroad passenger traffic; and

Fare studies by .the roads to
provide greater elasticity of prices
and also exploration of new means
of stimulating additional patron-
age by high quality advertising
and promotion.

The Commission in its report
also rejected the theory advanced
by one of its examiners that if
railroad passenger - service con-
tinued to decline, parlor car and
sleeping car service would dis~
appear by 1965 and coach service
by 1970. The Commission stated
“railroad travel is, and for the
foreseeable future will be an in-
tegral part of our national trans-
portation system, and -essential
for the mation’s well being and
defense.”

The Commission did not at-
tempt . to fix the blame ‘for the
carriers’ losses on passenger busi-
ness ‘which amounted to $610,~-
000,000 in 1958 and "$723,483,000
in 1957. The Commission said, “the
causes are many and complex —
no single ome more culpable than
any of the rest.”

What was of particular interest
to railroad officials in view of the
impending rail-labor negotiations
was the strongly worded recom-

mendation urging a study of terms -

of labor contracts and equitable
treatment of the railroads with
other modes of travel. In the latter
phase, the Commission observed,
“the impetus .given motor and air
travel by Federal, state and local
government promotional programs

has unquestionably operated to-

the disadvantage of railroad pas-
senger service.

“Yet, there is little evidence of
any -comparable government ef-

-fort to promote the public interest

in railroad passenger service or to
prevent or take into account com-
petitive inequalities that may be
induced by such promotion pro-
grams.” '

The Commission pointed out
that the costs of providing rail-
road passenger service has in-
creased sharply since the end of

World War II and id it was
obvious that a reduction of labor
force was a major target.in any

attempt at substantial loweriiig-of
operating costs.

1t is interesting to note that
many of the railroads, more re-
cently in the East and Southeast
have taken steps to attract more
passengers. The roads are seeking
to eliminate short-haul and
branch line traffic where possible

in favor of the more profitable
long-haul business. Fares have
been reduced in some cases to
attract more business and new
equipment has been .placed  in !
service. The Baltimore & Ohio ;
recently placed in .service three
new “Slumbercoaches” and are :
operating . them at less than first:
class fares, plus Pullman charges,
between Baltimore-Washington, ..
Cincinnati and St. Louis and be-"
tween Baltimore-Washington and ~
Chicago and reports :arc that they
are running at almost 90% of ca-=
pacity.

Further moves in ‘the East in
fare cuts and new equipment are
expected in this renewed drive
for more passengers. Of course,
the commutation problem- still re-i
mains as one of the major ques-
tions to be solved and most rail
officials believe that action by
state and local authorities isi
necessary before this service can|
be brought to a break-even point.,
The main relief would be from
local taxes. =

$10 Million Issue of
‘Memphis, Tenn. Bonds
Offered fo Investors

The First National City Banlé
of New York, Harris Trust and

‘Savings Bank, Chemical Corn Ex-|

change Bank and The Chase Man-:
hattan Bank are joint managers
of an.. underwriting ' syndicate
which was awarded June 3 an
issue of $10,000,000 City of Mem-~
phis, Tenn., general, improvement
bonds, due Oct. 1, 1960 to 1989,
inclusive. The group submitted a
bid of 100.1246 for a combination -
of 5s, 31%s, 3.70s and 1s,represent-
ing a net interest cost of 3.5129%,
to the city. ) :
- On reoffering to the public, the
bonds are scaled to ‘yield from -
2.30% to 4.20%, according to ma-
turity. 53

‘Other members of the offering
syndicate ' include:

Equitable Securities Corp.; C.
J. Devine & Co.; R. -W. Press-
prich & Co.; J. C. Bradford &
Co.; The First National Bank of
Oregon; Seattle-First National
Bank; Union Planters National
Bank, Memphis, Tenn.; - A. G.
Becker & Co. Inc.; Braun, Bos-
worth & Co. Inc.; Wood, Struth-
ers & Co.;

Dean Witter & Co.; Roosevelt
& Cross Inc.; The Marine Trust
Co. of Western New York; Ameri-
can Securities Corp.; Fahnestock
& Co.; Baxter & Co.; Andrews &
Wells, Inc.; Robert Winthrop &
Co.; Third National Bank in
Nashville; Julien Collins- & Co.;
Wachovia - Bank & “‘Trust Co.:

‘Bacon, Whipple & Co.; ‘Mercan-.

tile-Safe Deposit and Trust Co.;
Robert W. Baird & Co. Inc. i
- With Herbert B. White :
(Special to TEE FINANCIAL CHRONICLE) !
PEORIA, T11.—Herbert C. White
has become associated with Her-
bert B. White and company, Com-
mercial National Bank Building.

B. C. Ziegler Adds '
(Speciai to THE FINANCIAL CHRONICLE)
CHICAGO, IlL.—Walter O. Sal-
mon is now connected with B. C:
Ziegler and Company,. 39 South
La Salle Street. | , 3 B

Joins J. P. Arms

(Special to Tee FINANCIAL GHRONICLE)
MINNEAPOLIS, Minn.—Milton
F. Christensen has joined the
staff of J. P. Arms, Incorporated;
Pillsbury Building. 2 B
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THE MARKET. . . AND YOU

By WALLACE STREETE

. Stocks ran an uncertain
" course. this'-week “with . con-
- siderable profit-taking ‘to. be
+ absorbed, chiefly in the elec-
. tronics,  chemicals ‘and drugs,
. following the mnew, - historic
" peak the industrial average
- reached to close out last week.
The peak was a solo perform-
. ance .that failed : to - inspire
_either the rails or. utilities to
better action and consequent-.
ly brought renewed caution.

Uncertain Specialties

Raytheon was rather obvi-
ous by an appearance on the

list of new lows again. Zenith-

was upset at times but that

didn’t stop it from guarantee-:
ing an early. appearance .on’

. this . week’s list of new highs.
: Motorola also had some rough
times, but was still able. to
hold around half a hundred
points above its year’s low.
_In the chemicals Union
Carbide was given at times to
toying " with- its year’s peak
but without being able . to

mount a' convincing  break-.

' through, ‘which -also- stimu-
" lated a bit of profit-taking

when the general market was
- easy. That also was the pat-
. tern in Allied Chemical.

F 3

. |The drug stalwart was
. American Home Products
which was able to put in a
couple of appearances at new
highs together, one on a day
when the market was set back
as harshly as it has been in a
month.
® x o
| Metals were quiet, includ-
ing the steels that swayed
with the overall market seem-
ingly unperturbed by the
stalemate still existing in
union negotiations. The bright
spot in the nonferrous group
was Kaiser Aluminum which,
like American Home Prod-
ucts, shrugged off a period of
rough going for the general
- list by working to a new high.

Oils and Motors Sag
Utilities sa'gged without
- much fanfare and oils and
rails continued more ne g-
lected than depressed, holding
their ground with fair success
but contributing nothing of
interest to the various ses-
. sions. .
% * %
Motors were undistin-
guished for the most, al-
though Chrysler was a bit

easy when it reported May,

output had fallen a bit sharp-
ly below that of April al-
though still maintaining -a
comfortable lead over the
comparable month last year.
Chrysler in recent years has
. been the boom-bust item in
- the group, bouncing from red
* ink one year to stunning
profits the next, and back into
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.70 bracket since.

_the ditch the next. This had,

been. counted on as one of

Chrysler's better years BY. chips of ‘American industry,

,-to some of its followers. That

some circles.
+Ford was the sturdy item
and it posted a new high since:
the firm “went public” in
1956.-It has forged decisively
over “even- the momentary
peak reached in counter mar-
ket dealings when the shares
were' being distributed. The
demand for the shares was
such at that time that trades

-were:-made above 70 in the

counfer ‘market while the
underwriters were alloting
the shares at 64'%. This is the
first it has been back in the

% #
« International Business-Ma-
chines was reactionary for the

- most -this ‘week after the

shares had been a sensation
recently. These shares, split
recently, have been around
for ionly: about a month but
have succeeded in carving out
a ‘swing of more than 100
points from the low to the
high which is good even for a
high-priced issue.

Oils in Rut

The oils; despite much fa-
vorable attention to their de-
pressed values against some
high-flyers that have been in
the market spotlight, seem
incapable of getting out of the
rut in which they have lan-
guished for so long. And even
some of the outfits associated
with the oil industry have had
troubles, -notably Universal
Oil products which has been
a disappointment since its
public sale. Even putting it on
an indicated 50-cent annual
dividend ‘basis was no help
since that, if not boosted,
would mean a 2% yield on
the offering price.

% % %

Being a supplier to the oil
industry, Universal Oil is still
laboring with a low level of
contracts.: The oil industry cut
back rather sharply last year
when the recession took hold
and Universal is still reflect-
ing these’ cutbacks. But with

larger capital expenditures

planned by the oil companies,
Universal’s picture isn’t black
for the long run. Once the
selling by: disappointed initial
holders subsides, orders pick
up and profits reflect it, Uni-
versal at around 17-times
earnings is definitely laggard
against other issues with far
higher ratios and, as a matter
of fact, even under the 22-
times ratio of the industrial
average. Being well de-
pressed, it is an issue where
the chances for upside profit
are far better than of any

more downside losses. At the -

very least it is
priced item.

- New Blue Chip

The limelight. was taken
over to a degree by a new face
with the latest reshuffling of
the: components of the indus-
trial: average. - That ' placed
Swift' & Co.-among the “blue

~a reasonably

might ‘be :too strong a state-
ment, although Swift is the
most " consistently . profitable
company: in . the meat packing
lineup:ii i .

% o -

.- Swift. more-than the others
has been able to iron out the
troubles of low profit mar-
gins, fluctuating supplies,
high expenses.and.static sales.
Swift has been working hard
on its profit margin, ‘decen-
tralizing (it recently closed its
Chicago ..slaughtering plant)
and because of its success is

- even something of a candidate

for a-slight improvement in
its~ dividend' this year. The
company had paid $3 until a
few years ago when the rate
was “trimmed  to” $1.60. The
stock, as ong.result, is avail-
able at a dozen points under
its 1955 high. Its-yield around
49, is_ distinctly above aver-
age, . especially . for..a. well-
managed and basic- part of an
industry that seems destined
for almost certain improve-
ment. SR '

Dairy Group Neglected

Another basic industry that
isn’t too widely - appreciated
is the dairy business. When
Foremost was busy expanding
in the favorite pattern of
dairy companies — acquiring
small, local companies to ex-
pand sales and earnings — it

\

was something of a market
wonder. But the ardor chilled
when the anti-trust authori-
ties started to eye the prac-
tice. Foremost as a result is
one -of the higher-yielding in
the group, its return nudging
the 5% level and its range
for all of the year so far has
yet to stretch to two full
points.

% % e

While rails have been
ignored, some of the com-

panies that-depend on trucks
have done far better, notably

Ryder System which has.§

about tripled in a year. But,
as the annual meeting was
told, that isn’t necessarily the
end of it. Despite the reces-
sion, the shareholders were
apprised, the company re-
ported its best year in 1958
and this year had its “best
first quarter and we face our
best prospects.” It resulted in
a boost in the dividend and a
plan to split the shares and
then list them on the New
York Stock Exchange. It has
had fast growth to where it is
now the second largest truck
leasing operation and the
largest carrier in the South.
[The views expressed in this
article do mot mecessarily at any
time coincide with those of the

“Chronicle,” Theu are presented
as those of the author only.)

Miller Securities Corp.
Formed in Atlanta

(Specinl to THE FINANCIAL CHRONICLE)

ATLANTA, Ga.—Miller Securi-.

ties Corp. has been formed ‘with
ofifces at 11 Pryor St., Southwest

to engage in a securities business,

Philip L, Miller is President and
Treasurer. He was formerly with
MecNeel, Rankin & Budd, and
French & Crawford. In the past
he conducted his own investment
business in Atlanta.

(2529)

I. D. A. G. Gonvenlion
Opens June 8 in Banff

TORONTO, Canada—The 43rd
annual meeting of the Investment
Dealers’ Association of Canada
will be held
at Banff-
Springs' Hotel,
Alberta, June
8 to 11.

Over 350
members of
the Associa~
tion and their
wives will be
present at this
meeting,
which will be

eld under the -

Chairmanship
of E. H. Ely,
Vice - Presi~
dent, Wood
Gundy & Company, Limited,
Toronto, who is the retiring Presi-
dent of the Association.

Guests of honor and principal
speakers at the meeting will be:

The Honorable Dr. J. J. Bowlen,
Lieutenant-Governor of the Prov-
ince of Alberta. - .

H. S. roiey, Chairman of the
Board, Powell ‘River 'Company
Limited, Vancouver, N. R. Crump,
President, Canadian Pacific Rail-
way Company, Montreal.

Three Sons Join |
Strauss, Ginberg

The principals of Strauss, Gin-
berg & Co., Inc., 115 Broadway,
New York City, announce that
their sons, David Ginberg, Gerald
Markowitz, and David C. Strauss,
are now associated with the firm.

Chicago Analysts to Hea‘;'

CHICAGO, Il1l.—L. Chester May,
Treasurer of American Telephone
& Telegraph Company will be
guest speaker at the luncheon
meeting of the Investment Ana-
lysts Society of Chicago to be held
June 4 at the Midland Hotel.

Joins Bache Staff

CHICAGO, 111.—Donald R. Rose
has joined the staff of Bache &

17

Edward H . Ely

- Co., 140 South Dearborn Street,

NEW ISSUE

175,000 Shares

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

June 1, 1959

Avnet Electronics Corp.

Common Stock

(Par Value 10¢ per Share) »

Price $5.75 per Share

Copies of the Prospectus may be obtained from only such-of the undersigned
as are licensed or registered brolers or dealers in securities in this State.

Michael G. Kletz & Co.

Amos

Incorporated

Aetna Securities Corporation
John H. Kat;lmn & Co.

Bruno-Lenchner Inc.

Treat & Co., Inc.
Stanley Heller & Co.
French & Crawford, Inec.

Arthur B. Hogan, Inc.
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The British Ingrained

~ Free Trade Mentality |

By PAUL EINZIG

Aware of Britain’s improved sterling position and the real
sacrifice involved in recent trade liberalization, correspondent
Einzig believes his country’s move reflects: concern about our
balance 'of payments, desire to end Western Europe s privileged
position in British markets and fear of increasing U. S. pro-
tectionism. Other effects of this move, Dr. Einzig detects, may
be a dampening of U. S. purchase of British firms and check
on British cost-of-living. That the British took this step is seen
as evidence of going toward traditional free-trade whenever
there’s half-a-chance, despibe sacrifices and risks.

LONDON, Eng.— The - official
announcement that controls on the
import .of many consumer goods
from the dollar area are to be
removed did
not come as a
surprise. In
recent months
ihe Govern-
ment showed

_ great determi-

_ mation in re-
sisting pres-
sure against
further con-
cessions,  Op-
ponents of

" such liberali-
zation insisted -
that it should
not assume
the form of
wnilateral concessions so long as
the tide of American  economic
mnationalism continues to rise. They

. pointed out that recent unilateral
concessions in favor of American
exporters were followed by the

_wejection of several important

 British tenders in the United
States in spite of the lower prices
-they quoted. The Government was

Paul Einzig

called upon to seek an assurance -

- against the recurrence of such in-
cidents before proceeding further
in the way of easing restrictions
on dollar -imports.

Even though the Government
- vepeatedly reaffirmed its determi-
mation to insist on fair treatmeht
of British tenders, it was not pre-
pared to give an undertaking to
abstain 1‘.10m unilateral conces-
sions. Judging from some of the
official answers to Parliamentary
guestions on the subject, it ap-
peared indeed probable that some
further concessions were immi-
nent. What came as a surprise is
the extent of the concessions an-
nounced on May 28. They were
expected to be confined to capital
£oods. In fact they covered a very
wide range of consumer goods.

Most of the items which can
now bhe imported from the dollar
area have been on the free list as
far as Western Europe was con-
cerned. To some extent, therefore,
America’s benefit will be Western
Europe’s loss, as henceforth the
Western European exporters will
have to face American competi-
tion in the British markets. Pos-
sibly the uncompromising attitude
©of the European common market
towards Britain may have con-
tributed towards the decision
which will bring to an end the
privileged position of Western Eu-
ropean exporters on the Brtish
market,

‘The main consideration that in-
fluenced the decision was the
desire to contribute towards re-
lieving the pressure on dollar
imports insofar as it is due to the
unfavorable change in the balance
of payments of the United States.
The utinost importance is attached
in PBritish official circles to the
maintenance of the strength of the
dollar. It is considered to be one
of the foundations of the free
world’s economic supremacy over
the Communist world. In British
official circles it is considered to
be worth while to make some sac-
rifice by ' increasing dollar im-
ports, for the sake of contributing
towards the strengthening of the
dollar, in the interest of Britain
and the whole free world.

Stresses Saerifice Involved. |

The extent of the sacrifices is
not to be underrated. Many of the
household appliances, radio and
television sets, Gramophone rec-
ords, recording tape, automobiles,
ete., will be competing against the

] correspondmg British - goods, and

in some instances at any rate, the
American prices are distinctly

- competitive. In addition to its ef-

fect on the balance of payments
with the dollar area, the conces-
sions are likely to affect employ-
ment in some British industries,

 at a moment When uné&fhployment

is still considered to be abnor-
mally high in spite of its recent
decline.

Of course, the decision was tdken
on the a‘%umptlon that even in
the absence of an aﬁlecmcnt the
United States would abstain from
increasing the visible and invis-
ible tdrlfi walls against British
goods,  Should there be such, in-
crease, or should there be further
evidence of unfair discrimination
against British tenders, the Gov-
ernment might find it-difficult to
resist pressure in favor of revers-
ing its policy of liberalization.

The anncuncement had a favor-
able reception in the British press,
because it is interpreted as an in-.
dication of the Government’s con-
fidence in the strength of sterling
and in, the prospects ofgthe British
economy. The Treasury obvidusly
feels it can afford to . give away
some dollars through agreeing to
an increase in American and Ca-
nadian imports tfo Britain. Until
a few months ago this would have
been considered a very bold move,
But now it is felt that the recent
improvement of the gold reserve
position warrants a high degree
of optimism,

From the point of view of the
effect of the concessions oin the
domestic industrial position, the
recent improvements and the pros-
pects of further improvements ap-
pear to justify a certain de{,lee of
liberalism. An increase in dollar
imports is not likely to mean an
increase in British unemployment
It will probably only mean a
slowing down of the pace at which
unemployment will -continue to
decline during the rest of this
year.

Although a stage has not yet
been reached in British economic
recovery at which the Government
would begin to think in terms of
applying the brake to prevent in-
flation, a moderate increase in
imports is not considered to be an
unqualified disadvantage. Ameri-
can goods will only be imported
if they are cheaper than the cor-
responding British goods. British
firms may feel compelled to lower
some of their prices in order to
compete with American imported
goods. The result may well be a
slight decline in the cost of living
index which has been stable for
the past six months. Or at any
rate there may be no increase
which might otherwise have taken
place. A decline would go some
way to offset the inflationary ef-
fect of the business recovery, so
that it would obviate the need for
applying the brake which might
otherwise have to be applied in
due course. During April the
proportion of the unemployed de-
clined to 2.2%. It is widely be-

~transfer

. share,
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lieved that if and ‘when the per-. ..

-centage shculd decline below two, #
the authorities might feel the ume .
has come for taking steps.to slow.;,

down further expansion of produc-

tion, in order: to avoid-the return -
of overfull employment. ' The ef- " °
fect of - the. liberalization -might .-

well be a postponement of such a
change.

May Discourage Buying. Up. ot 3;

British Firms
Another aspect of the liber: aliz-

tion of dollar imports is that it is’-

expected to reduce the induce-
ment for American industrial ‘in:
terests to seek to buy up the 'con-

trol of British firms in order to’

establish themselves in the British
markets.” Various’ American’ take-
over- bids*vof - British industrial
firms have been looked upon: wita
mixed - feelings -in London.::The
Government rightly  refused {0
commit ‘itself to measures to pre-
vent such take-overs, but prom-
ised to keep a watchful eye on the
situation which has been causing
some uneasiness in many quarters.

Now that a great many ‘Ameri-
can industries will -have access to
the British ' market, one. of the
main reascns for take-over: bids
will cease as far as these. indus-
tries are concerned. This, of course,
will tend to reduce the dollar.in-
flux on capital account. But such
an influx .is.regarded in any case
as'a dubious blessing, because the
of- the. dividends on the,
equities acquired by  American
firms will become a pérmanent

charge on the British ba!ance ot o

payments.
Having said all this, it is neces-

sary to point out' in conclusion®,

that the concessions were yet- an-
cther manifestation of . the free-
trade mentality which -is deeply
ingrained in the British character.
Whenever there is half a chance
{or liberalization, the British will
liberalize, even if it means sacri-
fices and risks, in accordance with
the country’s.free trade traditions.

Mansfield Tire
Offers Debentures -
To Slockholders

The Mansfield Tire & Rubbe1
Company is offering holders of
its common stock rights ‘to sub-
seribe at 100% for -$5,038,300 _of
5% convertible subordinated de-
bentures, due 1974, in the' ratio
of $100 principal amount of -de-
bentures for each 28 ‘shares of
common stock held of record June
2, 1959. The offer expires at 3:30
p.m. (EDT) on June 18, 1959.

An underwriting group headed
by A. G. Becker & Co., Incorpo-
rated, will purchase any unsub-
scribed shares.

The debentures are convertible
into common stock at ‘$23.50 per
Redemption prices -are
scaled from 105% of principal
amount to and including May 31,
1960, and at decreasing prices
thereafter, plus accrued interest:

Proceeds from the offering will .
be applied to the payment. of-

short-term bank loans. y

Capitalization of the company
is as follows: $5,000,000 of 47% %
sinking fund debentulcs due 1973;
$143,800 of 5% % mortgage notes:
1,410,718 shares of common stock,
$2.50 par value; and the deben-
tures currently being offered.

Mansfield Tire & Rubber has
its - principal offices and ' manu-
facturing plants at Mansfield,
Ohio. Net earnings in. 1958
amounted to $2,153,000.

Amott, Baker Branch'

ROME, N..Y.—Amott; Baker’ &
Co., Incorporated, members of the
New York Stoek  Exchange, an-

nounce the opening of a new.

branch office under the direction
of .Edwin A, Hauser. Mr. Hauser
was formerly, for several:years,
local manager for Mohawk Valley
Investing. Co, Inc. and prior
thereto was in the banking'and"
securities business in New- York
City for many years. s

* ‘Montanz Power, ;with annual,
“réyénues | of over, $447 milljon;
serves a substantial pait of ‘the
state of ‘Montana wita electricity,
and. smaller areas.with gas..Thé
company also sells power to-oper-

ate 440 miles -of “electrified 1a11—

Jroad. Electnuty contributes nemly
70% of revenues, natural'gas 29%
tand other services 1‘/; The mo»t
#fyrportant. customer . is “Anaconda ’
Copper which accounts-foy: about
-one-fifth of revenues;’other" in~
‘custries - scime. 12%,
customers' 32%, and - conimercial

19%.

Montana’s principal  industries
‘aré mining and smelting, farming
and livestock’ raising, oil and gas
production-and refining, lumber-
ing ‘and -tourist business; there is
also . some . diversified industrial
activity ‘which, while not large,
has been gaining rapidly. Between
1947 -and 1956, the last year for
which statistics are available, the
value jadded -by ‘manufactures ‘in
the state increased from $91 mil~

lior - to $243 million annually, up-

168 % —theé largest percentage gain
in -the Pacific Northwest and al-
most double the -increase .in the
national average.

Despite the cyclical nature of
the lumber and mining industries
in its area Montana ‘Power has
shown.good resistance to the ef-
~fects of- depressions. “In 1958, ‘the
recession in the mining industry

resulfed .in. a' decline - of ‘nearly. -
in mineral production. ‘How- -

16%
ever, copper prices improved. to-
ward the .end of the year, leading
to increased activity in the Butte
.mining area, and. Anaconda com-
nleted a large pressure-conveyor
plant_to -expand production at. its
Berkely open-pit mine. There

were declines in revenues. from,

ind#strial, rail. and - utility} cus-
tomers, ‘and’ the gas business was
affected: by abnormally warm
weather. .

On thé other hand, the lumber
industry made a much better
showing in 1958, due largely to a
gain of 12% in building permits
and a 33% increase in residential
housing starts. Another favorable
factor was the operation of a new
pulp mill by Waldorf Paper Prod-
ucts; four other lumber mills are
being built. Also countering the
adverse factors last year were:
(1) the electric rate increase, of
which perhaps 25 or 30 cents per
share may have accrued after the
effective date, July 12; (2) a
planned reduction of nearly $1
million in maintenance and other
operating expenses; (3) gas con-
tract rate increases and new gas
customers; (4) good farming con-
“ditions .and farm prices, resuiting
in an 11% increase in the value
of crops, livestock, etc.; (5) a gain
of about 6% in the value of oil
and gas’production. Thus the com-
pany was able to show an increase
in share earnings from $3.79 in
1957 to $3.96 in 1958. These fig-
ures included about 10 cents and
13 cents a share, respectively, re-
sulting from “flow through” of

‘ tax benefits resulting from use of

accelerated depreciation.

Generating capability of the
.company’s. plants at the end . of
1958 was 671,000 kw, an increase
of 60,000 over the 19’37 figure, re-
'sultmd from completion of  the
Cochrane-Dam. (The total-in-
cluded 75,000 kw. available under
{irm purchased power contracts.)

Peak load was only 515,000 kw.
-compared with 539,000 in the pre-
vious year,. 528,000 - in -1956 and"
517,000 in:1955.- Thus, while the
supply picture now looks " very
good, the company is making plans
to redevelop the Thompson Falls
Hydro Plant to add 35,000 kw:,
and"is also planning to add more’

résidential:
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Montana Power Company-

steam , capacity . within. the ncxt
four or five years.

“There are .also "ood expansxon
possxblhtles ‘in thc gas’ division.
In 1958 the company.actively car-
ried on exploratlon and dcvelop-
ment work to increase its own re-
serves,: which in' /1957 provided

. 70% -of total gas requirements, In

Canada substantial "progress was
also ‘recorded -in’ oil dullmrf in
Saskatchewan. - The annual re ort
stated: ; i

“The Calolme ‘project - Tésu ted
in a‘deep gas discovery' adjacent
‘to the proposed Alberta Trunk
Line gathering system. If further
development substantiates this
discovery, .the gas.: should" find a
ready market in.the -Alberta &
Southern- Gas -Co. -project to de-
velop supplies - for; the" Montana
and California markets.” :

The company “in- 1958 joined
with Pacific Gas & Electric in the
latter’s project;to import natural
gas from Alberta.- Montana. Pow-
er’s share of this- gas would be
10.5 billion .cf.i a;year (compared
with 1958 sales of about 34 hil-
lion cf.).

- The companys camtahzatmn at
the end of 1958 was. as follows

: Millions y i

Long.,-Term Debt__ $67 43%

Preferred Stock... Sl

Com. Stock Equity }

(2, 495 000 shares).: .66 %3

$153 IOP%

Montana:Power*has been selling
recently around 7415 (range this
year 78-631% and in 1958 7114-45).
Based on the increased dividend
rate of $2.40 the yield is 3.3%.
Earnings for the 12 months ended
March 31 were $4.15, an increase
of 18 cents over calendar 1957.
Based on estimated earnings| of
perhaps $4.35 for 1959, the price
earnings ratio would be 16.9. The
company plans to split the com-~
mon stock 3-for-1 and stockhold-
ers will vote June 17 on the
proposal.

Glore, Forgan ﬂpené
~ Two Goast Cffices

SAN FRANCISCO, Calif —
Glore, Forgan & Co., Chicago and
New York investment banking
firm, has announced the opening
of .its first. branch OffICGS on the
West Coast.

The former San Flancxsco and
Los Angeles offices of H. E. Work
& Co. have become branches of
Glore, Forgan & Co., and will be
under the direction of H. E. Work,
who joins the Glore, Forgan or-
ganization.

The San Francisco office, head-
quarters of Mr. Work, is located
at 100 Bush Street. -

The Los Angeles office is lo-
cated at 650 Spring Street with F.
Alden Damon, also formerly of
H. E. Work & Co serving as resi-
dent manager

o

~ Merit Investors Opens

BROOKLYN, N. Y.—Sidney Os-
good has formed Merit Investors
Co. with offices at 815 Broadway,
to engage in a securities business,

\Maryland -Secs.. Branch

WASHINGTON, D. C.— Mary-
land Securities Co., Inc. has
opened a branch office at 4750
Wisconsin Avenue under the ‘di-
rection of Conrad A. Lippman.

Shearson, Hammill Office

BROOKLYN, N. Y. ——Shearson
~.Hammill & Co. has opened an of- §
fice at 2235 Church: Avenue, under
the management of Eugene Rosen-
fxeld -
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Princeton, N. J: Today the area around this historic ‘educational center is one of the country’s foremost communities of scientific research,

RCA Electronics‘-helps- builfd a new capital of science
at Princeton, N. J.

Explorers once looked for new opportunities 'b_e'\,'“()ud
the mountains and the occans. Today, our frontiers
are somewhere out in space or deep.inside the atom.
The modern explorer is the research’scientist: -He
secks new ideas, new knowledge: :
Research has been an important activity at RCA
ever since it was founded in'1919. And eighteen years
ago many scattered operations were united in the
RCA David Sarnoff Rescarch Center, which set the
pattern for a new capital of industrial rescarch- at
Princeton, N. J. Here, RCA provided gifted men with

fine facilities—and created a climate in which research
thrives. Since then, many other institutions dedicated
to research have been erected in the arca.

From RCA’s vision has grown a reservoir of scien-
tists and research men whose achievementss put
electronics into service on an ever-broadcning front,

cand with such success that RCA means electronics—

whether related to international communications, to
the clearest performance of television in color or
black-and-white, radio and stereophonic music or to
national defense and the electronic conquests in space.

RADIO CORPORATION OF AMERICA

The RCA'David Sarnoff:Research Center, dedicated in 1942, was one
of the first industrial laboratories established in the Princeton area.
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NEWS ABOUT BANKS
| AND BANKERS

CONSOLIDATIONS
NEW BRANCHES
%}[’,FICEB«B, ETC.

CAPITALIZATIONS

The First National City Bank of
New York announces the recent
appointment of Mr. Edward Sy-
monds to the Petroleum Depart-
ment, part of the Bank’s Special
Industries Group.

% % ®

The First National City Bank of
New York has also announced the
appointment of John C. Macy as
Deputy Comptroller; ;

Mr. Macy joined the First Na-
tional Clty Bank in 1927 and
served in the Comptroller’s Divi-
sion as Assistant Comptroller un-
til 1956 when he became associ-
ated with the Operations Group
of the Overseas Division as As-
sistant Vice-President.

£3 # #

An unusual meeting of bankers
from the four corners of the world
is taken place this week in New
York. The visitors are 30 senior
supervisory efficers of The First
National City Bank of New York’s
78 branches in 27.c¢buntries who
have come to attend conferences
held by the Bank for administra-
tive purposes and to consult on
- foreign trade problems.

Mr. George S. Moore, Executive
Vice-President in Charge of the
Bank’s Overseas Division, stated
that the growing interest, on the
part of American companies, in
export business and in manufac-
turing abroad was one of the pri-
mary reasons for the conference.
-“This is one of the factors respon-
sible. for the bank’s current em-
phasis on the fact that “Things
Are Different Overseas Today.”

Visitors attending the confer-
ence include: Mr. W. M. Simmons,
Vice-President, Johannesburg,
South Africa; Mr. J. B. Arnold,
che-Presxdent Buenos Aires, Ar-
gentina; Mr, L. W. Tiers,  sub-
manager, Singapore; Mr, H. M.
Sperry, Resident Vice-President,
Hong Kong; Mr. Harvey Gerry,
Vice-President, Paris, France; Mr.
R. J. Breyfogle Vlce-Presxdent
London, England; Mr. J. C. Good-
ridge, manager, Cairo, Egypt, and
Mr. Robert M. Henry, Resident
Vice-President, Manila, and Har-
old Swenson, Ass:stant 'Vice-Pres-
ident, Continental Representative,
Frankfult West Germany.

Senior supervisory officers from
the bank’s Overseas Division in
New York, are also taking part in
the conference which began May
30 and will run through Sunday,
June 7, at the Westchester Bilt-
more Country Club. The.sessions
will be devoted to the discussion
of administrative matters relating
to the bank’s international busi-
ness and to the development of a
continuing program of expansion
of its facilities to meet the great
increase in foreign trade which
the bank anticipates in the coming
decade. In line with this program,
the bank has recently opened
offices in the Federation of Ma-
laya and the Union of South Af-
rica. Application for establishment
of branches in Ecuador are now
pending. Additional branches have
already been opened in Argentina,
Uruguay, - Venezuela, Smgapore
and Mexico, countries in which
the bank has been operating for
many years.*

Directors of Chemical Corn Ex-
change Bank, New York and of
The New York Trust Company
have unanimously approved plans
for the merger of the two institu-
tions under the namé of- Chemical
Bank New York Trust Company,
Harold H, Helm and Adrian M.
Massie, respectxve Chairman, an-
nounced on June 2.

Holders of New York Trust
stock would ‘Téceive one and
three-fourths shares of the merged

institution for each share of their
stock now held. Chemical Bank
shares now outstanding would
remain outstanding as shares of
the merged institution.

Mr, Helm would continue as
Chairman and chief executive
officer of the merged Bank. Mr,
Massie would become Chairman
of the Trust Committee and have
general supervision of the com-
bined trust depariments of the
merged Bank. Hulbert S. Aldrich,
President of New .York Trust,
would become a Vice-Chairman of
the board of the merged Bank.
Isaac B. Grainger, President, and
Gilbert H. Pelkins, Vice Chair-
man, of Chemical Bank, would
continue as President and Vice
Chairman of the merged Bank. As
such, these five would constitute
the senior executive officers of
the enlarged institution. It is
planned thats,all otherofficers
and employees of both banks
would be retained in their present.

although in 1835 Thursday eve-
ning" hours were. added “to re-
ceive deposits from females.” For
more than a year there were no

paid employees. Weekly volunteer’

groups of three trustees each, han-
dled the Bank’s business. Benja-
min M. 'Brown was the f{first
Presxdent Deposits at-the end of
1834 totaled $65,111.

Today more than 570,000 men,
women and children. have $1,560,-
000,000 on deposit at the Bowery
The Bank has five offices and a
staff of 622. Dividends to deposi-
tors have been paid every year
since 1834, through wars, panics,
depressxons, as well as periods of
prosperity. The grand total of
dividends paid ‘through April 1,
1959, is $724,981,280.95.

The Bowery was staxted by
Quakers as- a thrift institution for
shipyard, machine shop and other
industrial workers on the Lower
East Side. Today the Bank has
depositors from all over the world.

Earl B. Schwulst has been Pres-
ident since 1949.

» * Tu -

The election of Albert F. Tegen
as a Director of The Marine Mid-
land Trust Company of New York
was - announced by . George C.
Textor, President, following a
meeting of the Board of Directors.

Thomas"" W Kelley has been

positions and salaries, Wlllls,b%m.e'aed a Director of the Colonial

Donald, Vice-President and Di-
rector of New York Trust, would
be Senior Vice-President of the
merged Bank.

The plan is subject to approval
of the State Superintendent of
Banks and the Federal Reserve
Board. It is also subject to ap-
proval of the stockholders of the
two institutions, to whom it will
be submitted as promptly as prac-
ticable.

On the basis of figures at March
31, 1959, the merged - institution
would have at the time of the
merger capital funds in excess of
$385,000,000 and total resources
in excess of $4,300,000,000, making
it on the basis of total resources
the third largest in New York. and
the fourth largest nationally.

In their joint statement, Messrs.
Helm and Massie said, “The busi-
ness, resources and management
talents of Chemical and New York
Trust complement each other in
such a fashion as to make their
merger in the besi interests of
the public as well as of their
customers and shareholders. Their
combination will make for in-
creased and more effective com-
petition not only in this com-
munity but nationally and inter-
nationally.”

The appomtments of Joseph Leff
and Theodore Schlesinger to the
Advisory Board of-:the Empire
State Office of Manufacturers
Trust Company, New York, has
been announced by Horace C.
Flanigan, Chairman of the Bank’s
Board of Directors.
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Robert McC. Jordan, formerly
an Assigtant Treasurer in Bankers
Trust Company, New York, has
been named an Assistant Vice-
President, it was announced May
25, by William H. Moore, Chair-
man of the Board.

Simultaneously, Mr. Moore made
known the appointments of James
A. Dalton, of the Delancey Street
Office; Frederick G. Lauer, Jr.,
of the Fifth Avenue Office, and
Francis D. Nash, of the Wall Street
Branch Office as officers of the
company.

Mr. Jordan joined Bankers Trust
Company in 1953. He was named
an off1c1al of Bankers Trust Com-
pany in 1956 .

The Bowery Savmgs Bank on
June 2 was 125 years old, having
opened for business June 2, 1834,
on the Bowery at Grand Street.

Fifty depositors left $2,020 in
the Bowery’s safekeeping on the
first day The Bank was open
two evenings a week at the start,

Trust Company, New York. New
headquarters .of the Bank were
opened at 79 Pine Street, formerly
at 90 Wall Street

Fenton J. Walsh formerly an
Assistant Vice- Pre51dent in Charge
of the Bedford-Office of Lafayette
National Bank of Brooklyn, N. Y.,
has been: elected Vice-President.
He will be in charge of the new
office at Fulton Street.

The 25th Annual Dinner-Dance
of The Dime Club, composed of
600 officers and employees of The
Dime Savings Bank of Brooklyn,

N. Y,, was held May 30 in the,

Garden City; L#1., Hotel. Included
in the evemngs entertainment
program was a special feature
centered around- the fact that The
Dime of Brooklyn is observing
1959 as its 100th-anniversary year.

Charles G. ‘Sposato, Vice-Presi-
dent of The County Trust Com-
pany, White Plains, N. Y., at the
Bank’s Mount Vernon offlce re-
tired May 29 under the company s
retirement’ 'plan. Hé ‘started a
banking career that spanned 50
years in 1909 with The First Na-
tional Bank of Mount Vernon.

In ‘1920 Mr. Sposato. joined the
staff of the ‘American National
Bank in Mount Vernon - which
subsequently merged , ‘with The
Mount Vernon ‘Trust Company.
The latter institution merged with
The County “Trust Company in
1952. He will continue his asso-
ciation with the Bank as a mem-
ber of the Mount Vernon Advi-
sory Board 2

The Worcester County National
Bank, Worcester, Mass. announced
that it has received permission
from the Comptroller of Currency
in Washmgton D. C. to open an
office in Greendale. This new of-
fice will be at 460 West. Boyleston
Street, and "is the Bank’s ' 15th
office and the sixth in the city.
It is expected to be open for busi-
ness in the fall

The common capltal stock of
The Johnsonburg National Bank,
Johnsonburg, Pa. was increased
from .$150,000 to "$300,000 by a
stock dividend, effective May 19.
(Number of shares outstanding:
12,000 shares, par value $25.) :

I T

Lucas E. aney, Vice-Presi-
dent of Western Pennsylvania Na-
tional Bank, McKeesport, Pa. has
been named to the Bank’s Man-
agement - Committee.

Mr.- Finney, -who is supervi-
sor of community offices, joined

The Commercial and Financial Chronicle . .

WPNB in March, 1951, as man-
ager of the bookkeepmg depart-

ment., He became Vice-President
in. charge of the: Smithton. Office
in 1954, and assumed }ns present
position in April{ 1958, =<

He . is also a¥member -of.:the
Planning, Persorinel, Deposit and

Loan Forecast, and ‘Contributions "

Committees of the Bank.

Mr. Finney was cashier of the
State Bank of Elizabeth.from 1918
to 1928, and assistantcashier . of

First Natlonal Bank..of . WIlkinS-'

burg from.1928 to 1930.:. .
% BT §

A proposed merger 'of the Farm-
ers Bank of the State of Delaware
and the Peoples National Bank of
Laurel under the name and char-

ter of the Farmers Bank was -an-:
nounced by the two. institutions..

An agreement of merger has been
signed by the Board of Directors

of both institutions, providing for.

the ‘exchange of .two ‘and' one-

quarter shares of -the . Farmers:

Bank of the State of Delaware for

ecach share of the capital stock of:.

the Peoples National Bank.:

Ira Lewis, .Executive Vice-
President of the Peoples National
Bank, will become a:Vice-Presi-
dent of the Farmers Bank. How-
ard R. Elliott, now Cashier :of
Peoples, will become an:Assistant
Vice-President of Farmers and J.
Alton O’'Day will become an As-=
sistant Cashier of the Farmers

Bank. The present. directors of-

the Peoples National. Bank will
constitute the Advisory Commit-
tee of the Farmers Bank for Lau-
rel with the same authority ~and
power -to make loans as . in.the
past.

Special meetmgs of stookholders
of both banks are' being ' called

for June 25 to approve the merger

and it must also receive the ap-
proval of the State:Bank Commis-
sioner and other supervisory'au-
thorities before becommg effec-
tive.

Stockholders of The Northern
Trust. Co., approved an increase
in its" capital stock from '$10,000,-
000 to $12,500,000 and the issue of

25,000 additional shares of stock’

as a stock dividend. The stock div-
idend will be payable to stock-
holders of record ‘at the close of
business May 26 on the basis of
one share for each four shares
held.
# EIREE

Public Bank, Shelby, Mich., has
promoted Herbert L. Bobke to
assistant cashier, it was announced
by Joseph F. Verhelle, President.

Mr. Bobke will assist in the ad-
ministration of the consumer loan
department.

Mr. Bobke will also ‘help in the
development of the Public Bank
Credit Line, a new form of. per-

‘sonal credit’ recently inaugurated

by the Bank,

o %

Merger certificate was issued
approving and making effective,
as of the close of business May 15,
the merger of The Ridgedale Bank
& Trust Company, Chattanooga,
Tennessee, with common stock of
$350,000 into The Hamilton Na-
tional Bank of Chattanooga, Chat-
tanooga, Tenn. with common stock
of $3,000,000. The merger was
effected under the charter and
title of “The Hamilton National
Bank of Chattanooga,” with cap-
ital stock of $3,500,000, divided
into 175,000 shares of common
stock of the par value of $20 each.

L3 Ed E3

Directors of Citizens National
Bank, Los Angeles, Calif. have
approved a plan for a stock divi-
dend and for raising new capital
which would bring the bank’s
total capital funds to approxi-
mately $39 million. : Under ‘the
proposed financing program,
shareholders would receive a
stock dividend of one share for
each two shares held and, in addi-
tion, the right to purchase their
prorata number of 210,000 new
shares on the basis of one new
share for each five held after the
stock dividend. The definite price
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of the new shares will be deter-
mined by the board, prior to the
offering, at not less than $37.50
and-nof ‘more than $40 ‘per share.
A special meeting of the bank’s

‘shareholders will be held June 23

to approve the; proposal. .. i -;
O

Promotlon to Assistant Vice-
President in Bank of Ameriea,
San Franicsco, Calif., was an-
nounced for Alan V. Bartlett, head
of the statistical and research sec-
tion-.in the Municipal Bond De-
partment- at the head offxce m

:San Francisco.

Mr. Bartlett joined the Bank'in
1943 after several years in the se-
curities and municipal bond fields~
and has headed the statistical and
research section since 1953. = -

& % %

-Establishment of a branch in
Kuala Lumpur, capital of the Fed-
eration of Malaya, by Bank of
America (International), wholly
owned subsidiary of -Bank ‘- of
America NT&SA, was announced
in San Francisco by Russell G.
Smith, Executive che-Plesudent
Internatlonal Banking,

The branch opens June 1 at 1
Cross Street, in the business sec-
tion of the capital city, with J. H.
Schroeder, former assistant man-
ager. of the Osaka, Japan, branch,‘
as manager. AU

Edwin E, Adams Presrdent of,
The Bank of Cahforma, N. A, an-}
nounced that the contract has'
been awarded for construction of
the Bank’s new building at 12th
and J Streets in Modesto. !

Construction is scheduled . to
begin June 8, with tentative com-
pletion date planned  for Jan, 4
1960. -

The bank now-has 18 offices in
California, Oregon-and Washing-

‘ton. Assets at the end of the first

quarter of 1959 totaled $629,661,-

" 339. 3 ,ﬁ.

E %
Merger'of the County National

Bank and Trust Company of Santa
Barbara, Calif,, into Crocker-

,Anglo National Bank, San Fran-

cisco, Calif., was approved by the
respective shareholders of both
institutions in separate special
meetings held in Santa Barbara

.and San Francisco on May 26, it
was ‘announced jointly by W. W,

Crocker, Chairman of the board
of Crocker-Anglo, and Joe D.
Paxton, chairman of the County
National,

The merger was effective at the
close of business on May 29, sub-
ject to the final approval of the
Comptroller of the Currency. At
the opening of business on June 1,
the County National office at
State and Carrillo Streets is
Crocker-Anglo’s Santa Barbara
Main office, and the County Na-
tional urtit in nearby Montecito, its
Montecito office. These two offices
increased the Crocker-Anglo sys-
tem to a total of 81 units in 50
communities, and brought 88-year
old Crocker-Anglo into the South-
ern California area for the first
time.

All officers and staff members
of the County National Bank will
continue ‘in their various capaci-
ties as officers and staff members
of Crocker-Anglo. Mr. Paxton
will become Chairman, and P. S.
Belford, Vice-Chairman, of Crock-
er-Anglo’s Santa Barbara advi-
sory committee which will be
composed of the current directors
of the County National. -

The County National Bank was
opened in November, 1875 as the
Santa Barbara County Bank, and
was granted a national charter
five years later. In 1920 the insti-
tution merged with the Santa Bar-
bara Trust Company, a separate
but " affiliated institution, and
adopted the name under which it
has since been operated.

New Dinkins Office

BALDWIN, La.—Ladd Dinkins
& Company has opened a branch
office in Baldwin under the man-
agement of H. H. Dinkins.
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- Just one day’s supply of iron ore
- for the nation’s largest steel plant

Carrying a cargo of about 31,000 tons of iron ore, this large ore carrier is being unloaded at the
deepwater docks of Bethlehem’s Sparrows Point Plant, the largest steel plant in America. From this
strategic tidewater location just southeast of Baltimore, steel flows to the Eastern Seaboard, and to

Gulf, Pacific, and overseas ports.
Sparrows Point has an annual capacity of 8,200,000 tons of steel ingots. That’s sufficient steel to make

more than 2% million automobiles and enough left over for millions of such useful products as refrigerators,
kitchen ranges, and- air conditioners . . . coat hangers, “tin” cans, venetian blinds, and tire chains,

wugsnm

111418

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




222 (2534)

The Inflation Problem
And How to End It

By FREDERICK
Head of the Department of

A, BRADFORD*
Finance, Lehigh University,

Bethlehem, Pennsylvania

Author of several money and banking texts succinctly offers
his views on ending price inflation. One of eleven economists
participating in a study on “A Proper Monetary and Banking
System for the United States,” Dr. Bradford doubts monetary

authorities can, in practice, withstand pressures if they were to

curb increase in money and credit unless there is a convertible

gold standard to back them up. Thus, to end inflation, he

favors restoring the gold standard but qualifies this, however,

with the need to first cut Federal expenditures to permit some
debt reduction.

In putting a stop to inflation in
the United States, two major
steps are indicated as fundamental.
The first is to cut Federal
expenditures
substantially
in order to
produce not
only abal-
anced budget,
but a surplus
of receipts
- over expendi-

tures to the

end that some

reduction may

be.-made in

the huge

Federal debt.

The second is

to restore full

convertibility of the dollar in gold.

I place the reduction in Federal
expenditures first, because a re-
turn to convertibility would not
be successful for long if the
Federal Government continues to
run successive deficits. On the
other hand, convertibility would
itself be helpful to the govern-
ment in an effort to return to
fiscal sanity. In the latter con-
nection, I would like to quote
from a recent address of Mr. Mal-
colm Bryan, President of the
Federal Reserve Bank of Atlanta:

Cites Malcolm Bryan’s Views’
“ . . The danger, I think, is
that the free world, those politi-
cal and personal freedoms are
utterly dependent upon a free
economic society, will destroy its
freedoms before it succeeds in
finding a monetary standard ap-
propriate to a free society, . ..”
“.. . The main problem. facing
the modern world in its search
for a monetary standard lies
precisely in the difficulty of mak-
ing the sovereign itself amenable
to disciplines.”

“We are hardly going to find
& monetary standard having more
than ephemeral and transitory
significance unless we face up to
the fact that it is precisely in the
difficulty of disciplining the
Sovereign himself that we find
now, as the world has found in
the past, the central problem of
a2 monetary standard. If such
language be deemed inept, let it
be more gently phrased. Let it
be said that we must provide in
the monetary standard a shield
behind which the sovereign may
at times honorably retire. . . .

“Such a standard can be had,

- if at all, only if the individual has
access to ultimate money, . .
There must be a fundamental
personal right, recognized by all
society, including the sovereign,
for the individual to protect his
savings by demanding money—by
demanding value—not merely a
symbol of money.”

It is in providing a monetary
standard of the sort described by
Mr. Bryan as essential to our
freedom that a return to gold
convertibility is indicated. A move
in this directicn would aid Con-

-gress in resisting demands of
pressure groups for funds, thus as~

B

*From a talk by Dr. Bradford before

the Pi Gamma Mu forum on the current -

#nflation threat, Bethlehem, Pa.

sisting in - the elimination of
unnecessary. expenditures. It
would also strengthen the inter-

‘national position of the dollar,

and might well lead the way to
full convertibility by many west-
ern countries,

Fed is Handicapped

Return to, and rigid adherence
to, gold convertibility would help
to curb inflation via the much-
publicized wage-cost spiral
Theoretically, this could be
stopped by tH& monetary author-
ities through curbing increases in
the quantity of purchasing media.
As a practical matter, however,
pressure against such a course
would be too great unless the legal
requirement of convertibility were
present to act, as Mr. Bryan puts
it, as a shield behind which the
authorities. might honorably
retire. )

Turning now to the budget,
what is really called for is not
merely a balancing of receipts and
expenditures, but an actual excess
of receipts, the surplus heing used
to reduce outstanding government
debt. Even with a just-balanced
budget, the Treasury’s debt man-
agement problem is a thorny one.
The vast amount of necessary re-
funding not only poses difficulties
for the Treasury, but may also.at
times interfere with credit control
policies of the Federal Reserve.
If the task of borrowing new
money is added to existing re-
funding requirements, the Treas-
ury’s problem is intensified. The
threat of inflation engendered by
successive deiicits forces the
Treasury into the short-term mar-
ket to meet its needs for money,
and the final holders of additional
short-term debt will be the com-
mercial banks, thus adding to the
quantity of monétary purchasing
power and to the inflation
potential,

A Treasury surplus with some
debt reduction, on the other hand,
would put the Treasury in a
position to lengthen the debt and
adopt sound financing methods.
Improvement in the Treasury’s
financial position would tend to
allay inflation fears and would
stimulate the lagging interest of
individuals in United States Sav-
ings Bonds.

Conditions for a Gold Standard
.To sum up, while sound finan~
cial policy is essential, the pur-
suance of such a policy would be
aided materially by a return to

.. gold convertibility. The latter, to

be - successful, would entail: a
fixed .price of gold (with no
reservations as to -a possible
future increase in this price);
independence of the Federal Re-
serve, but with the legal necessity
of maintaining a fixed minimum
gold reserve ratio; prohibition of
further monetization of the public
debt; and eliminating discrim-
inatory tariffs and other impedi-
ments to the free flow of goods
and - capital between the United
States and other countries.
. This would mean the elimina-
tion of a governmentally planned
economy and a return to free
economic enterprise, Barring con-
tinued—and eventually disastrous

—inflation, the choice lies .be~
tween these courses. It is up.to
the American public to make that
choice.

$25 Million Bonds of
Southern Eleciric
Offered to Investors -

Merrill Lynch, Pierce, Fenner
& Smith Incorporated”and Blyth
& Co., Inc., are joint managers of

“an underwriting .syndicaté , which

on May 29 offered an issue. of
$25,000,000 Southern Electric Gen-
crating Company First Mortgage
Bonds, 5% % Series due June, 1,
1992, at 101.579% and accrued. in-
terest, to yield 5.15%. Award of
the bonds was won by the group at
competitive sale May 28 on a bid
of 100.43%. s

Net proceeds from the financing
will be used by the company -for
construction purposes,. including
the repayment of short-term bank

loans and for other corporate pur- *

poses. Construction costs, for 1959
are estimated at $59,854,655; for
1960 at $49,543,733; for -1961° at
$33,175,539, and for 1962 at $7,-
099,641. :

The bonds will be redeemable.at
regular redemption prices reced-
ing from 106.83% to par, and at

special redemption prices ranging:

from " -101.579% to.  par,.
accrued inteiest in each case.
Southern Electric "Generating

~plus

Company was organized .in-May;:. .

1956 as an Alabama public utility
corporation. All of its’cemmon
stock is owned by Alabama Power
Company and Georgia « Power
Company in equal amounts.’As a
subsidiary of these two compan-
ies, Southern Electric.Generating
Company is a part of The.South-
ern Company which owns.all ‘the
outstanding common . stocks: of
Alabama  Power and: . Georgia

Power. Southern Electiic -Gener-"

ating is constructing a steam-elec-
tric generating
Coosa River near Wilsonville, Ala:;
with an installed capacity initially
of four units, eaghof 250,000 kilo=
watts nameplate rating, the first
such unit being scheduled: for in-
itial operations in April, 1960, the
second in July, 1960, the third in
1961 and the fourth in 1962. The
output of Southern Electri¢' Gen-
erating’s plant will be sold to  Ala-
bama Power and-Georgia Power
for distribution by them. :

Upon completion of the current-

financing, capitalization = of * the
company will consist of " $25,000,-
000 of long-term debt; 225,000
shares of common stock; $100 par-
value per share and-$273,000 of

earnings retained in th’e‘,business. =

Avnet Electronics Corp.
Offering Oversold

Avnet Electronics . Corp. . an-

nounced .June 2 that its offering .

of 175,000 shares of common stock
at a price of $5.75 per share was
oversubscribed. -A - group headed
by Michael G. Kletz & . Co.,
Incorporated made the offering.
The. company, together . with
seven subsidiary companies, is:en-
gaged in the business of manufac-

writing group  include: Amos
Treat & Co., Inc.; Aetna Securi-
ties Corp.; Stanley Heller & Co.;
John H. Kaplan & Co.; French
& Crawford, Inc.; Bruno-Lench-
i’ler, Inc.; and Arthur B. Hogan,
ne. ‘

To Be N.Y.S.E. Member

- Robert J. Mayer will. acquire a
membership in the - New. York
Stock Exchange, and on June. 4th

+.~F. M. Mayer & Co.,.30 Broad St.,

members of the American Stock
Exchange, will also becone mern-
bers of the New York Stock i:-
change. Partners are. Fredericic
M. Mayer and Robert Mayer.

station . on :'the.:
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Our Reporter on Governments ~

By JOHN T. CHIPPENDALE, JR.

The money market and the capital market appear. to have ;
been pretty well adjusted to the recent changes in the prime bank
rate and the discount rate. The movements of yields and prices
so far have not been significant in either direction and this can
.most likely be put down to what is known as’the process of find-
ing one’s way. The increase in the discount rate last week from
3% to 3% % was in line with expectations, although some money -
market followers were of the opinion that it would be pushed up :

to 324%.

The present Central Bank rate of 32% equals the high

« it has-been at in the postwar years. g o :
The action of the monetary authorities in raising the discount-;
rate gives confirmation that the prevailing monetary policy is to
be' continued for the foreseeable future. Although these interest
rate ‘changes have been well taken by the money and capital mar~"
» kets, a rising trend in money rates is not usually considered bull-:
ish for (yields) of fixed income bearing obligations. ;

In Line With Expectations
The .increase in the discount rate meant that a imove which

“ had- been expected for two weeks had become a reality.’ It was*
merely a matter of time before the Central Bank rate would be -

raised, since the¢ prime bank rate was increased from 4% to 4%, :
-and this created a situation in which there was to much leaway.:

in favor of the depesit bank loaning rate.  To be sure, there has:'
. “been no wick-up in discounts and advances at'the Federal Reserve .
Banks, because the member banks of the system have been able:
so far to'meet the needs of its customers without resort to -borrow-:.

ings from the Central Banks.

Nonetheless, if the discount rate had remained at the 3% level,""
which was out cf line with the rest of the lending rate structure, "
the temptation on the part of the commercial banks: would have

:been very great, to borrow, at the low Central Bank-rate--and to:
- make these funds available to their customers at:. the much higher " -

-prime bank raie.

Rate Now Equals Post-War High

- The increase -in the discount rate to 3%

oy

%, returns it.to the

peak. level of recent years, which.prevailed :from:August ‘to No-.
vember, 1957, Because the Central:Banic rate has.been upped to:
»the”"old postwar high of 315 %; it"is. not:expected. in most quarters :
' that there will e another upward’révision.of the discount. rate for.

- quite a period of time. It is evid

‘that the trend ‘of business and :

;€conomic conditions along -with ‘thé: inflationary “forces are going '
_to'determine the future course of the Central Bank rate,” There'is |
‘no question but what the:industrial pattern is very strong, but as::
‘" long-as the expansion phase. of the economy. which we are in now::

does not generate into.a._boom: period, it 'is not at all unlikel
.that .the discount .rate will remain ‘at its, current level ‘of 312 %

Pressure on Rate Structure to Continue

’ There' is 'no question but the latest ircrease in the Central::
"Bank rate is -another expression by the Federal Reserve Board
. that the policy of monetary: restraint or restriction is going: to be:
continued. -It is also an:anti-inflationary move, and it is evident
that. if-there:is to be a.resurgence in-the.inflation psychology and |
- this is to be translated into a.run from-thc currency through the ‘!
purchase of tangibles, there will be tighter money conditions and -,
" this will bring with'it a higher Central Bank rate. The big demand '
for credit so far has come mainly from consumers but there is also
a great need for money for mortgages. i
Up to now, there has not been very much of a change in the .

.demand. for funds for the improvement and expansion of plant
capacity, but this appears to be on the verge of turning up in a

- rather important way. This would create .a need for loanable
funds, which -would put more pressure on the interest rate. pattern. -

Corporations Remain Highly Liquid

. The recent upward revision in the discount rate brought with-:
it high rates for-shori-term Government securities, but there are

no indications yet tihat there will be a sharp lessening in the de-- .
~mand 'for the most liquid Treasury issues. It is evident that in -
+ spite of the need for funds to Tinance the expansion in their own

business, most corporations still have ample funds and these are

still being put into the shortest, most liquid Government obliga-
tions.  This means that the rates for short-term Government issues

Wwill not.go up too much even though the whole pattern of loaning

rates have been advanced through the increase in the prime rate :

and the discount rate.

Boston Fin. Research
" @roup Elects Officers

turing and distributing -electrical -,
products.
Other members of the under-

BOSTON, Mass.—At the annual
meeting of the Boston Financial
Research Associates, Inc.

The following officers were
elected for the ensuing year.
President, Ellsworth Abercrom-
bie, Burgess & Leith; Vice Presi-
dents, Donald H. Whittemore,
Whittemore & .Co., and George
R. S. Denton, Denton & Co.;
Treasurer, Clement R. MecCor-
mack, J. H. Goddard & Co., Inc.;
Governors, Richard- E.. Murray,
May (& Gannon, Inc., and John
M. Bleakie, W. E. Hutton & Co.,
were elected to a two year term.
James H. Odell, Chace, Whiteside
& Winslow, and Paul D. Sheeline,
Paul D. Sheeline & Co., are con-
tinuing: members of the Board of
Directors. -

Made up of representatives

from Boston brokerage firms, the

Boston Financial Reseach Associ=
ates was founded .a year ago by

* Victor Dugal of J. B. Maguire &

Co., and several associates to fur-
ther the knowledge of its mem-
bers regarding over-the-counter
and certain listed securities
through meetings . with _business
leaders or an exchange.of ideas
among the members. )

_ Joins Spencer Trask
- Paul F. Ford is now associated
with the investment firm -:of
Spencer. Trask & Co.; 25 Broad
Street, New York, as a registered
representative. Mr. Ford previs
ously was with the Newark, N. J.;
office of Merrill Lynch, Pierce,
Fenner & Smith, Incorporated for
10 years following his graduation
from Pace College, Class of ’49
with a Bachelor of Science De-
gree. 4
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This, Too, Is Texas Eastern

he Little Big Inch

Born of necessity in 1944 to supply
petroleum products needed for the
war effort — the Little Big Inch has
had a busy career.

Purchased by Texas Eastern in 1947,
along with the Big Inch, the Little
. Big Inch for ten years transported
natural gas from fields in the South~
west to Midwestern and Eastern
Seaboard states. Late in 1958, it
was put back in service as a trans-
porter of clean petroleum products.

Consisting of 1200 miles of war-built
“lines and some 600 miles of new
feeder and delivery lines, the Little
Big Inch is today one of the nation’s
largest and most important petrge
leum transportation facilities. Stra-
tegically located along the 180Q-
mile -system are more than 12
million barrels of surface storage,
in addition to rapidly expanding
. - underground storage.

* The Little Big Inch links the refineries
of the Gulf Coast and Mid-Conti=
‘nent areas, where oil is refined in
abundance, to the Ohio Valley and
Great 'Lakes regions — where little
petroleum is produced and demand
for products is great.

In addition to gasolines, jet, diesel
and furnace fuels, the Little Big Inch
now carries liquefied petroleum gases
(propanes and butanes) so rural and
suburban families can enjoy the
comfort, convenience and economy
of gas heat and refrigeration.

Little Big Inch Division furnishes
striking proof of Texas Eastern’s aim
to become, by diversified GROWTH,
an even more valuable worker in
the service of the nation and the
American petroleum industry.

TEXAS EASTERN
TRANSMISSION CORPORATION

PRODUCERS « PROCESSORS « TRANSPORTERS
Natural Gas « Crude Oil « Petroleum Products

AN

L il

TEXAS EASTERN

\ E | TE x AS EA STERN PIPELINE SYSTEMS
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Continued from page 11

The Minutes of the Last Meeting

and affect the entire economy.

They are:

(1) Continuous pressure on wages.

(2) Rising prices where supply
and demand zre such that
higher prices can be obtained.

(3) Increased pay scales in re-
lated and service industries.

(4) High prices;
Inflation,

As union power has mcxeased
the cause of unionism has come
I to mean many things to different
leaders. To some it has meant the
“banding together of employees to
obtain justice and fair treatment,
To others the union has been a
revolutionary institution; a moral
institution; a social and political
mstltutlon, and, to a few, a means
of building personal power. and
tiches, by any means or methods
that can be used, and frequently
at the expense of the union’s
members and the general public.

Other Manifestations -

1t is understandable, therefore,
that Monopoly Unionism mani-
fests itself in many ways contrary
to the public interest. These evi-
dences occur:

(1) When it restrains, rather than
uplifts, the individual and
forces him into conformity.
When it obtains from govern-
ment legal, and quasi-legal,
support in the form of special
laws, and preferred handling
by government agencies.
When it obtains = exclusive
control of goods or services
and denies the benefits of
such goods or services to the
other segments of the econ-
omy, except on conditions
most favorable to
trollers or leaders.
When it obtains the powers of
coercion, by law or economic
strength, enabling it to dictate
at will to other segments of
the economy. .

When it exacts tribute from
other segments of the econ-
omy in the form of payments
for services not rendered
(feather-bedding); tribute for
favors conferred or wiolence
withheld (racketeering); and
tribute in the form of higher
prices for all (Inflation).
When it turns upon its prin-
cipal benefactor, government
and seeks to impose its power,
philosophy, and ambitions
upon it.

When it places its own in-
terests above the interests of
groups equally important to
the economy, or even above
the interests of the entire
society itself,

No better illustration of these
manifestations of Monopoly Union~
ism can be found than the threat
that Mr. James Hoffa says he
didn’t make in Texas, should Con-~
gress pass restraining legislation.
But if he didn’t threaten to shut
the whole country down, then, he
certainly has inferred that. he
would do it on other occasions.

And what provoked the threat
that Mr. Hoffa says he didn’t
make? The following statement by
Senator John L. McClellan, Chair-
man of the Senate Rackets In-
vestigating Commiitee:

“The time has come for Con-
gress to seriously consider the
enactment of special anti-trust
legislation in the transportation
field. , . . It is obvious to the
whole country that the labor
unions themselves cannot handle
the critical problem of racketeer-
ing, The present alliance of
top offxctals of the Teamsters -
Union with the underworld has
gained the proportions where -the
amassing of any further power by
that union with equally corrupt
unions like the ILA, or left-wing-
led unions like the International
Longshoremen’s and Warehouse-

higher taxes;

(2)

its con-:

men’s Union on the West Coast,
would be calamitous for the
nation,”

We all recall the newspaper
strike in New York. Then there
was the abortive attempt to take
over the New York Police. Again
the political power of Monopoly
Unionism is flaunted almost daily
with listings of these legislators
who are for or against union
posmons Large contributions to
campaign funds are given with the
expectation, naturally, of favored
treatment, These are facts, known
to anyone who reads the news-
papers.

McClellan’s Findings

Monopoly Unionism can be in-
dicated on all seven counts just
enumerated as being against the
public interest, " The McClellan
Committee has turned up evidence
of racketeering; stealing, criminal
union leadership; conspiracy with
municipal officials; with business-
men in some instances in so-called
“sweetheart contracts,” and with
the underworld in others. Yet all
these are only symptoms; not the
disease. The root of the:disease
is monopoly power, fostered by
Federal law.

We should feel no surprise at
these phenomena, however.
Monopoly  Unionism is not the
first monopoly with which we
have had experience in the United
States. As a matter of fact, if we
refer to The Minutes of the Last
Meeting and see what happened in
the 1880s, we will discover there
really isn't anything very novel
about our present situation.

The period from 1880 to 1904
was the great development period
of our country. It was the time
of the building of railroads and
the development of the oil and
other great businesses. No fewer
than 300 corporate consolidations
of national scope took place in
those 24 years. Together they
covered practically every manu-
facturing industry. Combinations
took place in steel, nonferrous
metals, oils, chemicals, textiles,
paper, and in industrial, agricul-
tural, office, and household
machinery,

Never before nor since have the
structure and method of control
of an economy been so suddenly
changed as during that period,
brief as it was. Enterprising pro-
moters and investment bankers
put togethe1 combinations tha#
embraced nearly every part of the
nation’s economic life, In both
national and regional markets the
combinations greatly reduced the
number of sellers. In no industry,
however, did it create pure mo-
nopoly. But. many combinations
controlled so much of their re-
spective markets that they af-
fected prices directly, simply by
their production policies. Others
collaborated readily with their
rivals, big or little, to stabilize
the market in what could have
been interpreted as illegal con-
spiracy.

Era of Robber Barons

It was the era of steel “kings,”
oil and coal “barons,” merchant
“princes,” railroad “magnates,”
and “Napoleons of finance.”

Many of them abused their
power, resorting to graft and cor-
ruption which seriously endan-
gered the nation’s social, eco-
nomie, and political ideals. They
‘dominated government officials,
controlled law enforcement
agencies, and 'elected and con-
trolled legislators, exacting favors
-in the form of grants and favorable
‘legislation. - . ..

The business monopolies of that
time had the identical kind of
principal support that Monopoly
Unionism in our time has’ had;
the deliberate assistance ‘of the
Federal Government with the aim

of rapidly expanding our young
economy.

By 1960 omne powerful group
alone acquired about 90% of the
oil refineries -in the nation, along
with 90% of the nation’s pipe-
lines. By 1900, it was estimated
that just two financial groups
dominated the field of banking to
suchr an extent that it was almost
impossible to launch any new big
business enterprise without the
help of one or the other.

Though many of the major
combinations of bhusiness and in-
dustrial enterprises were legal
and, in many cases economically
desirable  and necessary, the fi-
nancial gyrations of men like the
notorious Jim Fisk aroused pub-
lic indignation and left a public
relafioges after-taste which con-
tinues to plague business to this
day.

Jim Fisk not only ground out
more than $20 million of worth-
less Erie Railroad stock on the
printing press in his basement, he
also conspired to corner the. gold
supply of the nation. He cynically
displayed his political power by
placing the equally notorious Boss
Tweed of Tammany Hall-on the
Erie Railroad’s Board of. Direc-
tors. This power display was so
vulgar that the editorial cartoons
inspired by Fisk and Tweed, no-

.tably those of Nast®of the New

York World, have come down to
our day as classics of anti-busi-
ness sentiment.,- -

An example of the power, dis-
honesty, and ruthlessness of mo-
nopoly was shown in some areas
of the important ' and growing
railroad industry of the 1880s. It
brought about' the following re-
.sults:

(1) Watering of railroad com-
pany stocks, with substantial
losses to the investing public.

Ruinous rate wars, aimed at
crushing competition, In 1885
the fare from St. Louis to
Chicago was knocked down to
$1. When competition * was
crushed, the railroads  raised
the rates and charged ‘“all
that the traffic would bear,”
a phrase that has come down
to us from that day.
Discrimination between indi-
viduals and communities. Re-
bates were given to certain
shippers to help them destroy
their competitors.
Influencing politics and- cor-
rupting legislators, judges
and other officials.

Graft on a grand scale, es-
pecially to construction com-
panies.

An example of the latter, a con-
struction company was organized
to build the Union Pacific Rail-
road., In its organization were
some of the influential  stock-
holders of the Union Pacific, it-
self, Through unfair measures,
the company obtained contracts
for the construction of the rail-
road. Rumors of excessive profits
were public and there was danger
of an investigation by Congress.
This was prevented; however, by
a Congressman who - just hap-
pened also to be an official' of
the construction company. He
distributed shares of stock to
other members of Congress. Those
shares, during a single year paid
dividends several times their par
value—but they were sold at a
very low price, or given free, to
party leaders, committee chair-
men, and other government offi-
cials, in return for favors re-
ceived.

(2)

(5)

Public Favored Regulation

Practices like these created
public opinion in favor of regula-
tion. The first of these regulatory
laws, the Interstate Commerce
Act, came in 1887. But while this
brought regulation to the rail-
roads, it had no effect in other
areas of business. The States in-
dividually became .indignant, too,
and 25 -of them passed anti-trust
laws by 1890. But" these were
largely ineffective against the big

.the water power,
the larger credits of the country,®
and, by agreement bandied:around:’

The Commercial and Financial Chronicle . .

consolidations of power and capi-
tal. :

President Harrison, in his Mes-
sage to Congress in 1889, directed
the attention of that body to the
trusts and their activities. In 1890,
Congress passed the Sherman
Anti-Trust Act, making illegal
every combination or conspiracy
in restraint of trade or commerce
among the several states.

When John Sherman introduced
the Anti-Trust Bill, he said
something that might well be ap—
plicable today:

“Society  is now dxsturbed by
forces never felt before - Con-
gress alone can deal .with' the
Trust, and if we are unwilling or
unable, there soon will bé a Trust
for every productlon and a master
to fix the price for every necessxty
of life.”

Even though the Shérian Antx-
Trust Act was passed, Monopolv
remained an nnpoxtant Tactor in'
the nation; for Monopbly dies
hard. Some of its' - propenents
found in New Jersey, Delaware,
West Virginia, and Maine,“ine.w
laws which were friendly to con-
solidations.

The public once again began

to be concerned about. mouopoly:

This climate of public, oplmon
made 1t possible for the.‘“muck-
rakers,” a group of oppoltumstlc
journallsts and writers to’ become
famous and wealthy by exposing
corrupt business practices and the
sinsg of business monopoly power.
Writers 'like Frank Norris, Ida
Tarbell, Thomas W. Lawsor, -Roy
Stannard: Baker, and Upton  Sin=
clair had their hey-day—and left
an “anti-business “sentiment. upon
the public which partly persists
to this day.

By 1912, people once again be-
came anxious about monopoly
power in business. Woodrow Wil-
son, campaigning that year, said:

“A comparatively small number
of men control the raw materials,
the 1allroads,

among themselves they contlol
prices.”

This was a damagmg statement :

indeed, and in the Wilson ,Ad-
ministration came the Federal
Trade Commission Act, in 1914,
which plovxded for the establlsh-‘
ment, in-the following: year, of
the Federal Trade Comm1$slop
as an independent.admihistrative
agency. In 1914 Congress passed
the Clayton Anti-Trust Act.' This
law was designed to supplement

the Sherman Act. It plohiblted“

practices which tended to pl‘oduce
monopoly. However, . the’ law
specifically exempted labor" and
agricultural

laws.
Check-List

The Minutes of. the Léét Meet‘-'

ing are thus complete. 'Let’ ‘us.

check them. against the 'mani-
festations of Monopoly: Unionism.
which we considered earller and

which place it against the pubhc-

interest:
(1) Did busmess' monopoly re-

md1v1dua1" Yes. ..

Did business monopoly obtam

from government - legal and

quasx -legal . su)port in, " the
SHRERIL | laws . "and

preferred : hat

Did business'3j¢

(2)

‘ness monopoly and
‘namely, the anti-trust laws. These

-termined. . obliviousness

organizations {rom
the operation of the an‘tl-trust'

. Thursday, June 4, 1959

philosophy;, and ambitions
upon its benefactor: govern-
ment? Yes.

Did business monopoly place
its own interests above the
interests of groups equally
important to the economy and
even above the interests of
the whole society? Yes.

Thus, as now with Monopoly
Unionism, business monopoly then
stood indicted on all seven counts
as having been against the public
interest.

But The Minutes of the Last
Meeting include also the means
by which the Congress found ‘it
possible to put an end to busi-
its abuses,

laws were designed expressly to
curb and prevent monopoly power
and they are being more rigidly

“enforced today than ever before.

‘Public Is Uninformed

Unfortunately, the - American
public is not: yet aware of the
problem of  Monopoly Unionism,
but it is becoming very famxhar—
even pdinfully familiar-——with one
of its by-products, namely, wage-
push “inflation. As ‘a ‘matter of
fact, five investigating committees
of ‘the ‘Federal Government are
now looking into this matter.

‘Yet, as Robert C. Tyson, Chair-
man of the Finance Committee of
the United States Steel Corpora-
tion, put it-last month:

“Hardly anyone-has the temer-
ity to assert that the obvious way
to stop cost-push -inflation is to
restrict the labor monopoly power
behind: the: push, in- the same
fashion that America has always
restricted other monopoly  power
threatening its welfare. Such de-
to the
obvious in itself attests the greaf
propaganda and political power
the union. leaders alreadv have

- achieved.”

In spite of all the puohc clamof
against wage- -push. irflation, in
spite of Congressional Committee :
investigations, and. in spite of thé
growing attention being given to
Monopoly Unionism in the press;
it is still difficult to discuss
unionism without emotion. For,

.example, writing in a special sec~

tion of the“New York Times,” on
May 17, David Dubinsky stxll felt

. 1mpelled to say: “QOur Union, like
- most -unions in America, came into

cxxstence in response to a deep
human. emotion:, the worker’s
passion... to - be 1espected as a

‘human ‘being and to partlclpate in

determining and. improving his
‘working and living conditions. For
this passion . they - required no
evidence from statxstlcxans econ-
omists, time-study. experts, ‘or
lawyers.: The. Garment Worker’s
burning - ambition. for economic
freedom was. born in the foul air
of the sweatshop, in the bark of
the boss, in the cold pangs . of
hunger. Out of this anger and
fr ustratlon arose the union.”

Change in Unions -
‘That great union was formed
more than 40 years ago. By- this
time, the smell of the sv»eatshop,

“faint indeed for the 442,901 mem-

bers of a solvent and solxd union,
holding contracts with 12, 300
factories, and - with net assets. of
more than $60 million! :
» “Our big unions need help,”
said Henry Ford at Yale Univer--
sity in February, “The first step:
is to relieve them of the burden

. of monopoly power so that once

again they will meet management

r on the basis of real power equal-

ity, and competitive market forces

er can work to keep profits, prices,
‘és.* and wages in halance. To do this-

Did business : )

tribute from tm;ér segments
of the econmm payments
for services not rendered, ilv
tribute for favors conferred
or violence withheld, and in
higher prices? Yes.

Did business monopoly = at-
tempt to impose its power,

requires sound action limiting-
monopoly power of tnions., Such
action would also help to correct
the abuses that unrestricted power
has  made possible in certain
unions.”

The problem of Monopoly Un-

‘ionism will have to be met and

solved by the people of our nation

hitized for FRASER
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before we can confmently take off
on the next big cycle of economic
growth and progress
we do about it?
What We Must Do Now

One thing we can do, one thing
we must do, is to brmg Monopoly
Unionism to the light of day. We
imust point out that racketeering;
conspiracy, lawlessness, and con=
tempt of the public generally are
but consequences of ‘monopoly
power—as they always have been
in the past. -

Two weeks ago, as I mentloned
before, Senator McClellan called
for an anti-trust approach, citing
the case of the newspaper delivery
situation in New York. This, as I

said, was the cause of Mr, Hoffa’s.

in' Texas. This is a
development on - both

explosmn
hopeful
counts!

Monopoly Unioinism must be
ended. If we talk about it openly
and explain it, over and over
again, I feel sure we will ulti-
mately help the public recognize
its dangers. In this we are receiv-
ing great help by the actions of
certain union leaders-themselves.
We should be ‘thankful for the
AFL-CIO’s . characterization -, of
Inflation as a “phony.” We should
ke further thankful for the daily
revelations of unmatched power
in the hands of Mr. Hoffa.

We have made some progress
in  showing what Monopoly
Unionism is. Wage-push' inflation
has been highly revealing; it has
put a public spotlight -on one of
Monopoly Unionism’s
consequences. If we: can . make
Monopoly Unionism publicly visi=
ble for what it is: a monopoly
against-the ;public interest, then I
honestly believe‘the general pub-
lic' ‘will bring: pressure on Con-
gress ‘to. do:the obvious thing, as
‘Bob'" Tyson mentioned,  and give
the unions the help urged by
Henry. . Ford, by applying to
Monppoly Unionism the restric-
tions of the ant1~trust laws.

Then “and ~only “then will we
strike at the roots of the problem
—as the nation did in the case of
business—the elimination of the
power that corrupts and, destroys,
the power of monopoly.

‘First Stock Offering
‘Made on Behalf of - -
Florida Realty Gorp.

Public offering of 275 000 shares
of Investment Corpoxatlon of
Florida common' stock at a price
of $4.50 per share was made June
2 by an underwriting group joint-
ly headed by ‘Aetna -Securities
Corporation and Roman & John=

. What should

$40 Million Bonds of
Los Angeles Gounty
Offered to Investors

An underwriting syndicate
headed by Bank of America N.T.
& S.A. merged with The Chase
Manhattan Bank “group and the
Lehman Brothers-Harriman Rip-
ley & 'Co., Inc.-Halsey, Stuart &
Co. Inc. account to buy the $40,-
00(_),000 Los Angeles County flood
control district bonds on June 2.
The merged syndicate included
First National City Bank of New
York, “Bankers  Trust - Company,
Harris:-Trust & Savings Bank,
American: Trust Company of San
Francisco, Security First National

The Commercial and Financial Chronicle

Bank and California Bank, Los
Angeles.

The merged syndicate bid a
premium of $22,369 for $30,000,000
of straight 4% bonds maturing
May 1, 1960-1983, or a net interest

cost to the District of 3.93%. The

combined group bid a premium
of $4,701 for $10,000,000 of straight
4% bonds . maturing A March 1,
1961-1989, or a net interest cost
to the District of 3.99%. The
bonds were reoffered to investors
to yield from 2.40% to a dollar
price of par, accmdmg to maturi-
ty 1960-1989.

Proceeds of the bond sale will
be used for various flood control
purposes. The Los Angeles Flood
Control District includes 99.2% of
the - -assessed valuation of Los
Angeles County, the largest urban
area in the West. About 41% of

the assessed valuation is in the
City of Los Angeles and over 80%
in incorporated cities.

Bank of America N.T.& S.A.
and the underwriting accounts it
manages have bought more than
$629 million of California State
and Municipal bonds in the past
12 months. The Bank and its syn-
dicates through their practice of
bidding on virtually all Califor-
nia Municipal bond issues, provide
an assured source of funds for
needed Civic improvements and
public projects.

J. H. Baum Opens
TIFFIN, Ohio-~~James H. Baum
is engaging in a securities busi-
ness from offices at 29 Frost Park-
way under the firm name of J, H.
Baum & Co.

(2539) 21

Hensley, Pariner in
CGarl M. Loeh, Rhoades

Carl M, Loeb, Rhoades & Co.,
members of the New York Stock
Exchange, announced that Gor-
don H. Hensley has been admitted
to general partnership in the firm,
Mr. Hensley was formerly a part=
ner in Gross & Co.

Forms Durant & Co.
DETROIT, Mich. — Richard
Durant is engaging in a securities
business from offices-in the Pe=
nobscot Building under. the firm,
name of Durant & Co.. Mr. Durant

was formerly with' Campbell, Mc«
Carty & Co. and Fordon & Al-
dinger.

principal

A Report on Republic Steel's

PROGRESS WITH DIRECT ORE REDUCTION

A Direct Ore Reduction Process, referred to as
the R-N, (for Republic Steel and National Lead,
co-developers) has been in successful pilot operation
for over four years. The pilot plant at Birmingham,
Alabama, has processed about 125,000 tons of ore,

~+ yielding many thousands of tons of metallic iron

son., The offering marks the first -

public sale of the common stock
of the company.

Net proceeds from the financing

will be used by the company for
the development of its real estate
properties. The balance of the
proceeds will provide additional
working capital for the company:

Investment Corporation of -

Florida was formed in June, 1956
for the primary purpose of in-
vesting in and developing Florida
real estate. Its' principal office
is in Fort Lauderdale, Broward
County, Florida. The company’s
charter provides, however, for di-
versification of ‘its investments iri
other fields as may be recom-
mended by management and
approved by the board of direc-
tors. The main scope of operations,
however, has been and will. be
the acquisition and development
of land in the state of Florida.
This development has consisted
of the promotion and construction
of cooperative apartments and

homes and it is contemplated that -

other developments, on carefully
selected land parcels,-will include
construction of other rental units
including homes, apartments,
motels, hotels and light industrial
buildings. This building program
for rental and lease, may be held
either for investment yield or
sold.

briquettes, capable of being fed directly into melt-
ing furnaces, electric or open hearth.

It can now be assuredly stated that the capital
costs for a plant to produce these metallics are in
the order of half that required for a blast furnace
with attendant coke ovens, and other auxiliary
equipment,

A BOON TO NATIONAL RESOURCES

Among the several advantages of the R-N process
is its use of low grade ores, and particularly, coals.

Vast known deposits of fuels now worthless for
metallurgical use may be mined and economically
utilized in conjunction with ores from many areas
throughout the world.

A single high grade metallic iron product is
obtained from R-N processing of all grades of iron
ores. Thousands of tons of this product have been
successfully test melted in electric and open hearth
furnaces. The unbriquetted product may be used-
as a reducing agent in many chemical processing
steps and numerous applications are indicated for
the metallic iron in plastics. .

R-N Corporation is now prepared to license the
process to prospective clients. R-N is also prepared
to furnish process engineering and start-up assis-
tancetoany client towhomalicense has been granted.

REPUBLIC STEEL

CLEVELAND 1, OHIO

b 2 e

Wl Wi Kmge g Stanalenal Stenty MS@@PM

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




28 (2540)
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As We See It

the few whom Moscow, for one reason or another, would
like to destroy or bring under its rule.
Related also to all this are our foreign aid programs
. about which there is now so much and so bitter con-
“4roversy. The Kremlin has of late years been engaging in
a foreign aid program of its own, designed to provide help
" of a sort where it believes most will be accomplished. The
general theory behind our own foreign aid operations has
been that hungry peoples are likely to be dlscpntented
peoples, much more ready to listen to the blandishments
of Moscow which cunningly suggests that by aping the
communist states they can presently match the blessings
"now enjoyed by western peoples. Of course, our non-
“military assistance has not beén confined to these outlying
regions, but was. of major - proportions in devastated
Europe. Whether and to what extent it has as yet proved
10 be worth what it cost is a matter about which opinions
still differ widely.
A Real Probiem
This whole matter of the teeming hundreds of mil-
lions of backward peoples still living in poverty and
misery does constitute a problem for the remainder of the
 world. It would be a problem in one sense, although not
“so threatening a problem, tven' if the communists- were

not so determined ‘to make use of it ‘for- their own: pur--

poses. It is a problem which has existed in one form or
another since modern civilization began. The undeveloped
and .unused Tesources  within the domains of ‘these 'be-

nighted and unfortunate peoples. were once a great attrac-

tion forforeign ' capital.. Its. exploitation without: very
 wuch regard for the matives! of these regions. was -in
essence the “imperialism”- about which we now hear so

much and'-which' is now -often' without ‘much warrant

condemned ‘as an unmixed eurse. . ; 3

In considering the welfaré:of thesé¢ backward peoples,
there are a few'inescapablé truths all too often' over-
Tooked. One of them -is-that:the  establishment of bread-:
lines, so to speak, in any or all of these regions will leave
the problems just about where they were before. Some
appeasement of unrest temporarily- - may occur, and thus
untoward developments' for a .time postponed, but not
much more than that can be expeacted at bhest. Even the
United States with its great productive power could not
make much of a dent in the poverty of, say, India, even
if it proceeded at a feverish pace and held its own people
to a Spartan life. There are too many people in India, and
their poverty is too great. And, of course, India is-but a
part of the world of poverty and misery. :

Times Have Changed

A second fact, which so few:of our political leaders
seem to understand, is that the resources of these back-
<ward lands cannot be developed and exploited under
existing conditions in those countries by any such program
of capital export as used to be commonplace. It may or
may not be that in times past capital exported to such
parts of the earth was used solely, or nearly so, for the
benefit of those who supplied it. The fact is, though, that
the risk of such export now usually is far too great for
private interests—and correction or elimination of earlier
abuses where they existed is no guarantee at all of fair
treatment for such ventures in this day and time and
under conditions which exist in many of these lands. Seiz-
ure, confiscation, destruction and the like all too often
occur. ‘ ;

Nor does government grants and control of such loans
or capital investment alter the basic rature of this situa-
tion—except possibly to make matters worse. Almost
every day we hear some politician asserting that our aid,
or more of it than at present, should be in the form of
loans. We have several so-called international institutions
designed in final analysis to pump dollars into undevel-
oped regions. Merely to label gifts loans does not alter
their basic nature. The placing of capital abroad and
making it work in the production of goods and services
needed by backward peoples—and thus helping  them
reach the point where they can buy the goods thus pro-
duced is a technical task that requires the best in business
judgment and experience.

) Qf course, the communist nations face the same dif-
ficulties, and short of virtual enslavement of local popula-
tlor}s, can do less even than can we to relieve the situation
which assertedly is the motivating force of their actions.
And, of course, if they intend—and that is what is in their
mind— to make slave labor out of the peoples they pro-
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fess to help, they will have their hands fuil making the
wheels go round. They have developed a technique of
setting up puppet regimes for such purposes as these, but
if one may judge by what they have been able to accom-
plish in East Germany, Poland, Czechoslovakia and the

other satellite countries, the

future of peoples they plan

to “save” in any such way is not particularly bright.

To sum it all up: the economic salvation of these un-
fortunates is quite impossible except by themselves—with
help and guidance from abroad, to be sure, but their fate
in'the end is in their own hands. ‘

Continued from page 10

A Telephone Man Takes :
A Look at the Future

or six manufacturers who make
the appgratus and equipment the
operatinig companies use.

I think the Bell System would
be the first to acknowledge the
contributions to the art by the
independent segment of the in-
dustry. - Our own Automatic
Electric, for example, - is the
originator of the dial telephone.
Yet Bell is so big that I never
speak of the over-all picture but
what I-am reminded. of a story of
the elephant ‘who. was crossing a
not-too-strong bridge.; On-his
back enjoying the ride was a’'flea:

'When' the two. got:on’ the other

" side, the ‘flea’gaid, “Say, big boy;

we sure shook' that bridge;. didn’t

we?? ! Pt g :

" But speaking of the¢ telephone
industry, ‘I think -you 'will find -
thesc: facts just published by ‘our :
friends: at' Bell most interesting,:
‘There are..118,000,000 .teléphones’,
in the world. Sixty-four million
of these—nearly 55 %—-are here in-

the United- States, “With' only 7% :

of the population,  it’s plain that
we have the most—and I am just
as sure—the best communications
to be found anywhere. At least
we must be the talkingest folks
there are.

I was particularly interested to
sec how we compare with Soviet
Russia.. The U.S.S.R. with over
200,000,000 people, has only 3,-
558,000 telephones. Our own Gen-
eral Telephone System has more
than that. But there, I hope, the’
comparison ends,

I also recall reading a short
time ago that they finally got
around to publishing a telephone
directory for Moscow—and even
then jt is an incomplete one. It
also has one ‘other limitation:
there is only one copy and it is
located in the post office. As if
this weren’t enough, none of the
government departments have
central switchboards, and it is
quite conceivable that a Moscovite
can spend the better portion of
his lifetime trying to contact the
right ‘person in the government,
assuming that he is brave enough
to try it in the first place.

When one looks ahead to the
future of the industry, we must
think in terms not only about the
new things we will do some day,
but we must keep in mind plans
already under way, plans of such
long-range character that their
full effects will not occur for
years. One such development, and
certainly the most important one,
is the arrangement by which sub-
scribers can complete long dis-
tance calls to practically any tele-
phone in the country without the
help of an operator. Of no little
importance in this connection is
the fact that as toll traffic in-
creases — and, incidentally, it
grows out of proportion to popu-
lation growth——there is the very
real and practical problem of
finding a sufficient number of
young ladies to “man” the switch-
boards, This problem, at times,

has been without solution and..of.

concérn’ to our national security.
But it is a problem which dim-
inishes as message toll traffic is
automated.

Here is a startling fact: If it
were not for the mechanization of
the telephone system and  the

elimination of manual operations;
there would not be enough
women in the U. S. between the
ages of 18 and 45 to handle the
switchboards.

I would also like to remark on
a few of the interesting aspects
of the telephone business as such.
For one thing, the habit of using
the telephone steadily grows. One
reason for: this is the simple fact
that as the number of telephones
per 100 .population: increases, .the

number of - people who can- be.

called from agiven telephone also

each of us of a portion of his
earnings. In short, by dint of
prodigious effort, inflation man-
ages to produce more of less.

Inflation will not be eradi-
cated, but it can be arrested. This
can be done, in part, by putting
an end to unnecessary govern-
ment spending. It can be arrested
by leaving a larger part of the
national income in thé hands of
the people who earn it—thus-en-
abling them to buy more of the
goods and services they want and
need. .

There is no question that ex-
cise taxes could -easily be elimi-
nated or reduced and that income
taxes — corporate and private —
could be modified broadly and on
a lower basis. The.stimulus to
private enterprise -flowing - from
such. a program would be of enor-
mous and lasting. benefit.

~In: the May,:1959, -issue of the
“Journal : of - Accountancy,” .Mau-
rice: H. Stans,. Director: of 'the
Bureau -of ‘the -Budget: of the -
United States; -in: an article en-
titled: “The. Federal Budget:- The
Dceper Issues” saidy;in-part: -,

“‘Deficit budgeting’is a breeder :
of ;malignant-public “debt;. grow=
ing, interest costs, and ‘erosive.in= -,
flation.-All'of these; if unechecked]
depriye: the national: economy. of *
ity vigor; land-havier the: effect of

y nofithe;

inereases and ‘with: that, the value jigsi

of the service. It is-a 'sort of chain*

reaction—and “thé’ net result is

that - the “spread - between -what

‘must: be’ charged for. the service ..:

and the value of that _serv_ice’ con- i

tinually;widens. .. - .

/7 Another; ‘interesting aspect is
of - the U, S.

that nearly - 80%

houscholds - have telephones. now. fremi- time

This ‘would. suggest' that we: are
reaching ‘saturation. -However, -a

es;
heonl;

percentage’ 'such’ as this -doesn't ec

tell: the .whole; story because it

does not reflect expanded traffic
nor  the trend toward two-line
homes and -multiple “extensions.
And’ this is” further accentuated
by the many new services and
conveniences offered by .the tele-
phone industry, both to the res-
ident subscriber and the business
concern.

So far I- have been discussing
communications technology, but
technological progress is not
enough. We can state with cer-
tainty that electronic switching,
for instance, will reduce the size
of our exchanges, cut mainte-
nance costs and reduce the
amount of copper to use. It will
also improve service. There is no
question, therefore, that it is
highly desirable.

Warns of Man-Made Barriers

But none of these advance-
ments may come to pass unless a
brake is placed on the cost of
things. Every move we make in
the area of improvement is ne-
gated by the rising costs of labor
and materials—not only in our
own operations but in the
thousands upon thousands of other
companies who supply us goods
and services.

Sees $750 Billion GNP in 1970

To reach the high goal set for
the future — the potential gross
national product of $750 billion
by 1976—will take an enormous
amount of money. In fact, on the
basis of all reasonable standards,
on-a unit basis, the cost of what
we have attained to date has been
far too high. This is one of the
insidious effects of inflation, and
it imposes a serious problem and
question not only to us but to
every citizen.

High among the lessons we
should have learned is that infla-
tion is a costly business stimu-
lant. It has the short-range palli-
ative qualities-of a- drug—and all
the direful after-effects of one.
Even the smallest induced amount
—(“controlled,” “did they say?”)
is bound to lower the purchasing
power of every segment of our
economy. By leaving us with dol-
lars that buy-very:little, it robs

sécufil ip i VT g T o T
SR rnivient:.can’ :do; muchta -
5 thee; .gains: .our: people :all
wanty toisee; whether itrisiin .the . ..
field::0f: outer:space’research; the.
achievement. of © commercially '
feasible’: puclear power, - the .atz -
tainmeiit of safe air nayigation, or .
support - of- an* Inteérnational. Geo-=
physical _Year. -The" issue boils
down-to- this: for-every new- pub-
lic service* that government: un- -
dertakés,.provision must bé made
for' the:revenues:to.:support. it.
Our genius for government has
not yet discovered a method of
fiscal sorcery through which gov-
ernment can- give something for
nothing? 7z s BT B e
¢ Certainly:-what=Director Stans .
says bears out’and’ gives force to
the point I am making.

Inflation . . . high taxation . . .
and unnecessary government
spending —these are the . real
threats -to. our. economic @ well-
being. . These" are®’ the forces
which :'we must fight aggressively
before we will be able to move
on to higher ground.

Recently President. Eisenhower
again emphasized the challenge
facing all of us when he said, “A
balanced budget is the minimum
target that we are looking for..,
we ought to be getting some sur-
pluses, we ought to be paying off
something on our debt. The Fed-
eral] Government simply must do
its duty if we are going to pre--
serve the kind of economy that
we like to call a free competitive
economy. And if all of us don’t
demand from labor, from business
leaders, and from the Congress the
kind of sensible, reasonable,
needed action that all of us know
to be necessary here, each one of
us — ‘not just some other person’
—is going to be hurt immeasur-
ably.” .

There is no question about our
ultimately winning the battle, but
it will take a lot of soul-search<
ing and' a -lot.of -doing, and it
will be the only way we can as- -
sure - the. survival of the Free
World. - - 3 1E
. I am reminded: in this connec-
tion of the beautiful words of
“The Onset” by poet Robert Frost.
Having . described . with accurate

>
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vividness the effect of one of the
:.devastating New -England  bliz-

. :zards and how the snow later

- succumbed “to" the warmth ' of

_i. Spring, he wrote these trlumphant

_ words:

¢ “The. Winter 'death -has never
77 tried the earth but it has failed.”

- And so it is with us in our con-

stant race for national survival, if

we will it so—Spring will always

come again — the Winter death

" will ever fail.

Hermes El',eclronies
'Gommon Stock Offered
- For Invesiment

Public offering of 150,000 shares
of Hermes Electronics Co. com-
mon stock at a price of $4.50 per
share was made June 2 by C. E.
Unterberg, Towbin Co. and. associ-
ates. The offering marks the first

" public sale of the company’s com-
mon stock.

Net proceeds from the financing
will be used by the company for
the prepayment' of a 5% % note

" due Sept. 30,1959 outstanding in
the amount of $135,000 and the
payment of short-term bank notes
outstanding in' the amount of
$350,000. The balance of the pro-
ceeds will - be used for general
corporate’ purposes,  including the

- purchase’ of -additional equipment
and machinery.

Hermes Electronics Co. was or-

ganized in Delaware on May 2,
+ 1955 to undertake research and
. development in certain areas of
communications, electronics and

_ physics and to develop and mar-
ket specialized electronic compo-
nents and related . products. Iis

. present name was adopted on May
1, 1959. It manufactures three
lines of ‘products—crystal filters,
digital units and stable frequency

- sources. Sales of the . company’s
products. ~and services . include

: sales_ under direct contracts with
each of the Armed Services and
subcontracts with prime govern-
ment contractors, Executive of-
fices and manufacturing facilities
of .the company are located in
Cambridge, Mass.

On completion of the current
financing, outstanding capitaliza-
tion of the company will consist
of $200,000 of 5% .ten-year sink-
ing fund debentures due July 1,
1965 (convertible); 9,000 shares of
$5 cumulative convertible pre-
ferred stock, and 884,854 shares
of common stock.

‘Federal Home Loan
Bank Notes Offered

To provide additional funds to
meet continuing substantial de-
mand for home mortgage money,
public offering was made June 3
of $124,000,000 Federal Home
Loan Banks 4% % consolidated
notes dated June 15, 1959 and due
March 18, 1960. The notes are
priced at 100%. The offering is
being made by the Federal Home
Loan Board through Everett
Smith, Fiscal Agent of the Home
Loan Banks, and a national group
of security dealers.

Upon issuance of the notes, out-
standing indebtedness of the
Home Loan Banks will total $995,~
950,000.

New Branch Office

CAMDEN, N. J. — Hallowell,
Sulzberger, Jenks, Kirkland &
~ Co. have opened a branch office
at 142 North Broadway under the
management of Wendell Polk and
Morton N. Black.

Now Balogh & Co.

WASHINGTON, D. C. — The

firm name of The Matthew Cor-
poration has been changed to
Balogh & Company, Inc. Offices
are now located in the Woodward
Building.

. general . corporate purposes,

$50 Million Bonds of
‘Public Service Electric
& Gas Co. Marketed

The First Boston Corporation
and associates offered publicly on
June 3 .an issue of $50,000,000
Public Service Electric and Gas
Company first and refunding
mortgage bonds, 5% % series due
1989, at 101.931%
The group was awarded the issue
at competitive sale on - a bid of
101.283% for the 5% % coupon.

Proceeds from the sale will be
added to the general funds of the
company and used by it for its

cluding payment of a portion of
the cost of its current construction
program, which, as of Feb. 28,

<. Of -this amount,

to yield 5%..

in-.
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1959, is estimated at $320,000,000.
approx1mately
$134,000,000 has been or will be
spent in the last ‘ten' months- of

erates a mass bus transportatml
system that serves areas in New
Jersey and extends to New York
City, Philadelphia -and Wilming-

1959 and the remamder in sub- ton

sequent years,

The bonds are 1edeemable at
regular redemption prices ranging
{from 106.94% for those redeemed
prior to June 1, 1960, to 100% for
those redeemed on or after June
1, 1988; and at special redemption
prices ranging from 101.94% for
those redeemed prior to June 1,
1960, to 100% -for those redeemed
on or after June 1, 1988.

The company is an operating

‘public utility company engaged in

the electric and gas business in
New Jersey. In addition, the com-
pany owns all of the outstanding

capital stock of Public Service
Coordinated Transport, which op-

. Total operating revenues of the
company for the 12 months ended
March 31, 1959 amounted to $352,-
434,253 and net income to $38,-
652,916, compared with $344,033-
787 and $35,310,089 for the
calendar year 1958.

Giving effect to the sale of the'

new bonds, capitalization of the
company as of Dec. 31, 1958 was:
$671,470,600 in  long-term debt;
999,995 shares of cumulative pre-
ferred stock, par $100; 2,531,833

shares of $1.40 dividend prefer-

ence common stock, no par value;
and 12,911,665 shares of common
stock, no par value, |

PRESIDENT’'S REPORT

From Northern States Power Company and the 4 states we serve

(2541)

Gorp. Bond Traders -_
To Hold Outing;
New Officers Named

~The Corporation Bond Tradera
Club of New York will hold their
annual outing on June 12 at the
Nassau Country Club, Glen Cove,
Long Island.

The new offlcers for the com-
ing year are:

President: Paul J. Lane, Kid-
der, Peabody & Co.

Vice-President: John F., McCor-
mick, F. S. Smithers & Co. .

Secretary: Daniel D. McCarthy,
gast Dillon, Union Securities &

0.

Treasurer: J. Andrew Hacht-

“mann, Wood, Struthers & Co.

NSP efficiency climbsmwifh,4z5j000 KW
in 4 new generating units

NEW PLANTS CUT
BTU USED PER KWH
22.8% IN 10 YEARS

Just as prosperity
of the area that it
serves-is vital to
an electric utility,

so the efficiency of a utility is import-—
ant to the progress of the people whom it
serves — including its shareholders.
‘Today, Northern States Power Company is
setting new records in the efficiency of

its electric generation—efficiency that -

helps the company to trim costs and keep
electricity cheap, thus encouraging con-
tinually increasing use of power.

How modern equipment has helped step up
NSP's efficiency is illustrated by these

facts —

® Generating units less than 10 years
0old account for 45% of NSP's gener—
ating capability.

® Four new units put in service since
August, 1952 have a generating capa-—

bility of 425,000 kw and are helping
reduce NSP's Btu per kwh.

@ The new units have helped cut NSP's
Btu consumption per kwh 22.8% in 10
years, with fuel costs up only 40%
while production of kwh's jumped 101%

in the same period,

® Two new units each with a capability
of 170,000 kw—1largest and most effi-
cient in the NSP system—will go into
service in 1959 and 1960, helping to
lower the Btu per kwh still further.

A new stage in growth

makes NSP confi-

dent of further increases in efficiency.
Until recently, NSP felt it necessary to
disperse plants widely over its system to
assure ample reserves everywhere. Today's
system load justifies larger transmission
lines, allowing concentration of larger,
highly efficient generating plants in the

areas of most favorable
customers and investors

fuel costs. Both
gain as a result.

44.,3% OF NSP ELECTRIC REVENUE
COMES FROM RESIDENTIAL
AND RURAL SALES

Up from 38% ten years ago, this is highly
desirable revenue because it is less sen-
sitive to business fluctuations—a built-
in stabilizer. Increasing use of power in
homes and industry has contributed to 25

straight years of revenue growth for NSP,

D ) X

* ES

GROWTH WITH STABILITY marks the economy

of the 4 NSP states: Minnesota, Wisconsin

and the Dakotas.

They have a diversified

agriculture, diversified industry. Within
manufacturing, also, there is a healthy
balance — ranging from the stability of
food processing to the atomic-age growth
of "brain industries."

FASTER GROWTH

FOR INDUSTRY IN 4 807
NSP STATES. Along
with big gains in’
residential sales
revenue, NSP has
more than doubled
its large light and
power revenue since
1948, as the growth 0%

60%

0%

rate of manufacturing employment in our
4 states has topped the national average.

. President,
Northern States
Power Company
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Continued from page 3

Become Active in Politics
To Stay Active in Business

1o hobble, and even to destroy our
system of free economic choice.
_ This is a power of attorney to
alter our.lives in every way, be-
" cause it is a power of attorney
over our free competitive enter-
~prise system, our freedom of eco-
“nomic choice,
+" The businessman has the right,
and not only the right, but the
-duty, to use his citizen’s responsi-
“pilities in our system of govern-
ment to see to it that the people
_we elect are people. who under-
" stand and appreciate our free-
" doms, who will use the power of
attorney, and all thé fine print
provisions that go with it, to pre-
serve and defend and improve
“free enterprise. This is why the
businessman should be actively
“engaged in politics, and it is the
‘way he should be engaged in
{politics. He has no more right than
has anyone else to try to impose
“his personal business interests
_upon government., But the busi-
‘ nessman has every right to defend
‘through the ballot our climate of
economic freedom and our free
competitive business system.

And yet, how many of us really
take the time to know and evalu-
ate the capacity, intelligence and
ideals of the representatives to

. whom we assign such power over
ourselves? :

Worse yet, how many of us
truly work to assure ourselves

. that our choice will not only be
elected by the majority of voters
“in our area, but will also be as-
-sured of the support of a like-
minded majority of the entire
" group in the Congress, the Legis-
: Jature, etc.?

Powers Apathy Signs Away

Why is this so important? What
are some of the powers you have
signed away? How vitally can this
.power of attorney with the fine
print in it actually affect your

* personal lives and affairs?

_ Take for'instance just one thing:
Taxes. Taxes are inseparably tied
to government spending, balanced
or deficit ‘budgets and the na-
tional debt. All these taken to-
gether add up to our government’s
fiscal responsibility, to inflation-
,ary pressures, to sound or {fiat

smoney, and to the entire economic
climate in which you are trying to

.run a business and work and live,

.. 'Taxes and government spending
are inseparable. Spending must
be followed in equal amount by
taxes, sooner or later, inevitably,
if our country is to remain sol-
vent and if our precious freedoms
are to survive. The great pre-
ponderance of our taxes come
from earnings of business, earn-
ings from jobs in business, and
earnings from those who serve in
.one way or another. business and
the people in business’s jobs. Good
profits and good personal earnings

.and wages are the foundation for
"the support of our government
and everything it does. Where
would we'be in America without
good earnings in business and
jobs? ‘

There are many ways in which

- this money collected in taxes is

‘ spent. By far the greatest amount
‘of money spent in government
operations is for the military se-
curity of our country. I have al-
ways believed that this country
should and can well afford to
spend whatever may be required
.to provide a powerful posture of
defense, adequate, together with
the strength of our allies, to so
’obv1ously overpower the aggres-
:sion of any'group in the world
- that their mere thought of mili-
tary aggression will be emphati-
' cally deterred.

g But I have never believed that

:the pursuit of this objective should

be permitted to become a cloak
to cover extravagant or wasteful
spending. We must not confuse
mere spending with improved de-
fense.

We must realize that to the ex-
tent our defense spending involves
unnecessary duplication in pro-
grams, weapons| or research, or
excessive maintenance of out-
moded methods, equipment or
personnel, we damage ourselves
not only in terms of money, but
what is more critical, in terms of
defense. -

There are hard decisions to be
made between what is really nec-
essary and what is merely desir-
able, what is enough but not too
much! Some one must weigh and
reach a balance that will be abun-
dantly adequate for the present
while avoiding excesses that would
jeopardize the future. Some one
must make the final decision as
to what is appropriate for the
time.

Urges President Be Supported

Fortunately for America, for
you and for me, we have now in
charge a man trained in military
science, the greatest winning mili-
tary leader of the greatest mili~
tary conflict of all time, who also
has the balance of a comprehen-
sion of sound economic necessity
and an overwhelming devotion to
the maintenance of our free com-
petitive way of life, Dwight D.
Eisenhower, the President of the
United States! There is no one in
this world who has an equally
broad background of training and
experience.

President Eisenhower deserves
your active, full support, the sup-
port of everyone, regardless of
party, in keeping within the limits
of government spending that hc
has set in his budget, now’ pend-
ing before the Congress. Are you
doing all you can to help?

Why is a balanced budget so
important? It is important be-
cause the budget involves all the
activities of your Federal Govern-
ment, and 'its balance or lack of
balance is fundamental to the fis-
cal responsibility or lack of re-
sponsibility of our government. If
the government does not give the
right, the responsible and creative
lead, who will? And if the budget
isn’t balanced in times like these,
when will it ever be balanced?
Fiscal responsibility by our gov-
ernment now is essential to fos-
tering the confidence of our peo-
ple and the rest of the world in
our belief in the importance of
sound fiscal management. It will
reinforce continued confidence of
our people and the rest of the
world in the obligations of our
government, in the dependability
of the dollar, and be a firm indi-
cation to the whole world that we
practice what we preach.

These are national interests,
not party interests. Businessmen
should be actively promoting the
national interests in freedom of
choice, in sound fiscal policies and
sound monetary policy in both
parties. The importance to the
strength of this nation of a healthy
climate for business is far too
great to be the policy prerogative
of only one major political party.

It is business that must mobi-
lize the savings and direct the
expansion by which we provide
jcbs for those already in the labor
force and for approximately a
rpillion new people who seek new
jobs every year. It is business
that must seek, find and put to
work through the savings it makes
and the savings it mobilizes, the
new production methods that in-
crease our productivity—and it
is only from increasing produc-
tivity that we can raise our stand-

ard of- living while .at:'the -same-

time paying our increasing 'social
costs and paying.the bill for ade-
quate defense.

Everything we do through gov-
ernment, as private persons,or.as

communities, as states or as-a

nation, must be paid for by.the
taxes that our free economy pro-
vides.

a maximum of 87% .over-all of
your personal. taxable

affect our treasured opportunity
in America and incentive and, the
vigor of future generations, only
time will tell. - . ;

Left With Less Th,ail;_One-llalf_

Your business is told by virture

of the fine print on-the ballot-that

the political office-holders: can

more wisely spend more of your.

corporate earnings than you can.

So you are left with less than half-

of your company’s earnings with
which to . meet its obligations to
jts stockholders, to pay your in-
vestors for the tools their money
bought, to buy new .tools as the
old becoine obsolete and must be
replaced at much higher cost, to
say nothing of the need for buying
more tools to make more jobs for
the growing population and to
meet your customers’ require-
ments for expanded production.

This all raises serious questions
as to how, as time goes on, we
arc going to keep our business
competitive with costs in foreign
lands, which are engaged, with
our tax help, in rapid moderniza-
tion, improvement and expansion.
How are we geing to tool up for
continually more and better jobs?
How can we keep unemployment
from increasing as the population
grows? And above all, how can
inuividual productivity go higher
and higher so that this country
can pay our high wages and still
make more and better jobs to
produce better and cheaper goods
to increase our scale of living?

These taxes can only be reduced
if government spending.is rela-
tively reduced. There is no other
alternative!

These high tax rates, together
with the high and increasing costs
of defense, raise the most serious
questions whether we can longer
afford some of the governmental
extravagances to which ‘we are
growing accustomed. During the
last four years, our spending for.
our most important military se-
curity has increased only 13% %,
while government spending ' for
the rest of the budget has in-
creased over 45%, or more than
$2,700,000,000 a year. While the
cold war continues and we must
spend so much tax money for our
security, can we afford to also pay
out such vast sums for so many
of these other desirable bul less
essential expenditures?

Consider only a few examples:

Can we continue to pay out
large sums for veterans for medi-
cal care that is in no way con-
nected with any military service
disability whatsoever?

Can we afford indiscriminate
duplications in our welfare out-
lays in addition. to the growing
adequacy of our social security
system?

Can we, to take a most painful
example, afford to go on paying
out many billions of dollars a year
in agricultural programs that dis-
tort the economy w.:ile they raise
the cost of food for everyone?

Surtaxes Support Agriculture

Now mark this! For fiscal year
1959 we will raise akout $6 billion
in Federal taxes from all surtax

rates higher than the 20% - basic:

rate. - Qur.outlays for agricultural
subsidies’ of one kind or another
will ‘eat” up over -$7,250,000,000
during the same period — over
$5,250,000,000 being for price sup-~
ports alone. In other words, agri-
cultural progranis take all the
surtaxes paia by all the indivi.-
uals above the basic 20% rate, and

income. -
How seriously this will.adversely" !
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‘then some;-and five=sixths .of ‘the
outlay- is” for price, supports -for
farm-products. . ' i

.~The:irony. of this'is'that so_little

.has been finally acccmplished; but
at least it 'has added elogquent.evi-
dence why. we must-not have any
governmental . éxperimenting ’“in

price fixing. in the- steel business
. ., 2§ some have suggested; Ty

Taxes take, as you well know,’
from a minimum of one-fifth:to:

<. There are many more examples

that require the most sérious con-
% L7 s and Csilk. Paper ‘competes <with

-plastics, glass- and ‘steel for con-
v - tainers and other items; and so on’
The Anierican businessinan must-
personally ‘take -a’ far-' greater;’
more active:part ‘in polities. ‘The”
largest items: in your cost sheet:
are fixed for you by.nolitical de-"
.cree,. Politically~détermined costs-
can- price’ youw out’of.your ‘better;

sideration.

Politically Determined: Costs

markets. - Politically - determined

regulations "can restrict: your ex-’

ports -and - increase  ccmpetitive
imports " against you. - Bills-are
right now being urged in Congress

that- affect - both your wage and:

pricing policies.

of costs, which are more and more
in competition with wages abroad.,
We no’ longer operate ‘or sell in
a vacuum. If any of our costs be-.
come non~-competitive, it will sim-.
ply mean moving jobs from Pitts-
burgh,  Cleveland, . Detroit. and
Chicago and ‘other areas here at
home, to Britain, Germany, other
European centers, and even Rus-
sia. They will work and produce
the goods, and we will have less
business-and fewer jobs.

Both wages and prices are sub-
ject to competitive limitations that
will eventually control them, no
matter how powerful a union may
seem to be or what the price
levels in an industry may be for
a limited time.

" Priced Out of the Market

Both labor and business can
price themselves out of the mar-
ket with distressing results—labor
with a high rate and no job, and
business with a high price and no
sale, but equally destructive to.
both. However, in -all. cases, the.
responsibility of the government
should only be to prevent monop-
olistic, restrictive or compulsory
practices by either, or by the gov-.
ernment. itself, to :the detriment
of the -public, or eventually the.
whole free system will be de-
stroyed. Short of interference, tie
system is self-correcting and self-:
policing for the benefit of all con-
cerned.

For instance, the theory is be-
ing advanced that if only a few
producers make and sell a large
provortion of the total of any
article, that may prevent its pric-
ing from_ being highly competi-
tive. It ic true that only a few
makers are thus in competition
with each other, no matter how
Litter may be their battle for
competitive position among them-
selves, hut that does not make for
so-called “administered pricing.”
That tells only part of the story.
A new automobile is in competi-
tion not only with all other makes’

of latest model but with all other’

older models owned by millions of
our people who periodically have’
their own cars for trade or sale.
If the price and quality and all
the other attributes of pricing are

not sufficient to induce the buyer’

to buy!the new car, no sale is
made,  But again, that’s only a
part of what must be considered
in pricing. An automobile is not
only in competition with all other

automobiles, but also with a re-,
frigerator, a television, new fur-

niture, or an addition to the
house, or even a new house. It
competes. with the whole scale of
current living, down to whether
the family buys extra new clothes
or even a sirloin steak instead of

‘a hambpurger. :

The new car must be highly
appealing and attractively priced
for the family to take on the extra
‘cost of -added monthly payments.
and -sacrifice the mew furniture,
the TV and refrigerator or even

cchoice

“fesver clothes or cheapér mieals to”

do 'it;': & - e i
" 'Other’ competition ' limiting
prices.which is increasingly im- .
portant'in our-world of technolog-
ical advance is the competition of
old with-new. or improved ‘mate-
ri2ls. Steel competes with alumi-
nuin, concrete, wood, glass and
plastics.”” Cotton' competes with
synthetics, ‘and. the synthetics with
one another arid with paper, wool

and-on. -This kind of competition
is ‘nearly 'endless ‘and ‘it- is more
important every day." -5 3

Scoffs Prices-Are ‘Administered
The ‘idea that a few. people ‘can
administer prices in a vacuum:for
the -Ameriean - people with their:
great- range of full ‘freedom ' of
is  purest - imaginative
theory. 5

'A% long as their full fréedom of
choice ‘is‘preserved to the Ameri~

g . ~can_people and’not restricted or
Wages are an-imporiant item-

arbitrarily - curtailed, the growing
strength and greater service from
our whole competitive economic -
machine is assured. No govern-
mental - bureaus,- committees ~or
controls canbegin to be so ‘ef

fective: =

Public acceptance or.rejection
in a free market is the most po-
tent influence in the world.

These are just a few of the
many reasons why political activ-
ity, not once in four years, but
day in and day out, must be made
a large and important part of your
daily business burden. It's not
enough to occasionally issue wise
pronouncements or full-page ads.
Political decisions begin right in
the precincts, with {he election. of
good people all along ‘the line

.and they ultimately become the

powerful voices that so vitally
affect your future. Your own
younger employees must be en-
couraged by you to take a more
active part in politics in their own
areas, and they will if they know
the boss approves and is working
at it himself. . §
You are being challenged b,
highly organized groups that are
strenuously and seriously devoting:
themselves to the political task.
They already have a good start.
Highly organized, well funded la-
bor groups are hard at work,
seemingly witrout full realization
of the disastrous consequences to
themselves of failing to heed the

. simplest principles of competition,

Theorists, high-mindel, if you
will, but wholly impractical, are
{illing newspaper columns, writ-
ing books and making speeches,
with no practical experience and
never having created a single job
or met a payroll in their lives.
There are oti er powerful groups
with a vested interest in high gov-
ernmental spencing, without re-
gard for budgetary consequences
or deficits or debts. All these and
many more are busy now. :
If you believe in our system
of free competitive way of life, in
the lasting power of sound eco-
nomics, in the freedom of the in-
dividual to an opportunity to rise
to any heights that his own merit,
intelligence and hard work will
take him, if you believe in a sound
and solvent America that can
meet Khrushchev’s challenge to a
war of production and tradg as
well as of military force, -t en it’s
time for you to put politics high
on your active list, bend your
back, and put hours of thought
and effort -on the job!

Talk to Employees and
Stockholders -

The sound, constructive things
to do must be explained to all our
people. It is entirely proper for
business executives to -inform
their employees and stockholders -
at- corporate expense where' their
best interests lie. It is not a viola-
tion of law to do so. The dangers
must be pointed out to your stock-
holders and to your organization,
to your own employees. Their

pitized for FRASER
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:“bread. understanding will “be -
- ‘mighty force. They must under-'
. stand that poor business. .means.
. poor - jobs: ' that -‘good . lusiness?
. means. good jobs, and .that higher
pay and better.goods at Tower COst:
ccme only trom greater produc- °
s They.
must realize that our money is the
-.medium: of exchange Wthh forms

- what: national polities! huirf
. ‘ness and -therefore hurt them

Polr‘wal actulty 1133
. shunned ‘and "left orﬂ)\ 5
“It must engage the hign purpose
- of every .patriotic- citizen. It is
*the mechanism through: whic .the
great: privileges of . our.  precious
: freedoms are. made to function,
.. It's.worthy .ot . your: best ‘efforts”
~and a-lot. of . vour; time. "It you
- will/put the same efimt into’ get—
. 1ing - as - good representatlon in
. -pelitics,.-not -only. in , your .own.
“area but.for the nation"as a whole,
“‘as you  have in your. own- bu51-
- nes, the" probiems will be *few.
You and your,whole organization
must learn that in this day and
. age, -the fine print on the ballot
: requxres that T

YOU MUST GET ACTIVE AN
POLITICS ~IF YOU "WANT TG
STAY ACTIVE IN BUSINESS'

) J

American Gommemal
-Barge Line Secondary
Offering Effected -

of associated underwriters-on -May-.i
28 offered publicly 374,602.'shares *
. of $3 par value common- stock -of-
American Commercial Barge Line
Co. at $25.50 per share. The stock
is being sold for certain -stock-.
holders, who as a group w111 con-

~ tinue to -own approxxmately 240,- -

000 shares or about 16% of the-
company s stock. ’

The ‘company and its sub51d1-
aries constitute the largest water
‘carrier system operating in the
- ‘inldand waterways of the United
. States . (excluding - the  Great.
Lakes). Eighteen states are served-
on over 5,000 miles of routes along
the Gulf Intracoastal -Waterway
and Mississippi. Missouri, Ohio,
Illinois and Tennessee rivers and
some of their tributaries. .Com-
mercial Carriers, a subsidiary, is a
major carrier- of automobiles by
truck, another subsidiary is the
- only barge carrier of automobiles
on the Mississippi-Ohio river sys-
tem and another subsidiary, Jef-
. fersonville Boat & Machine Co.,
-builds and repairs barges.’ and»
towboats. T i

American = Commercial - Barge
Line resulted from the merger ‘on
" Aug. 1, 1957 of American ‘Barge
- Line Co into Commercial Trans-
port Corp. Since -that time the
company has paid regular quar-
terly dividends of 25 cents per
share.

In the first three months of 1959
- operating revenues were $10,902,- -
000 and net earnings $876,000,
equal to 58 cents per share on
the common shares now outstand-
. ing, compared with.. $10,096,000
and $308,000, or 20 cents per share,
respectively, in. the Mareh quar-"
ter a year earlier. For the full
year 1958 these figures were $39,-
408,000 and $2.716,000, or $1 79
. per share.

Now Media Inv. Co.

LOS ANGELES, Calif.—Jack-L.
*Stoll is now conducting:  his “in--
..vestment business under:the. firm~
- narae -of Media Investments® Co.,
_ from offices at 6381 Hollywood

for,
‘Ine., New York City, who is com-
;pletmg his third- one-year term

‘Dr. Brown Named Gov.

‘Of N..Y. Stock Exch..

‘A distinguished “educator, Dr.

held - a: seat on the New York

-Stock * Exchange for 'nearly a

quarter. of a

versity Grad-
uate ‘School of
Busmecs,
Sparks, President of the. Council
Fmanclal Aid  to Education,

as a_Publi¢ Governor.

“The other Public Governors of
the . Exchange  are John David
;Biggers, - Chairman . of . Libbey-
.Owens-Ford Glass Co., Toledo,
Ohio,"and Thomas J.’ Watson, Jr.,
Pxes;dent of 'International Busi-
ness Machines Corp.

“The office of Public Governor

¢! “was: created .in 1938 to bring-to--

the . Exchange’s. Board a closer
wunderstanding of the public view-
point and interest. The Board is
“~eomposed of 30 other Governors
representing. the Exchange com-
m‘umty

Wall Slreel Athletes

Tp Be Crowned Frlday

F. Eberstadt ‘& Co. and a gloup 7

'Wal,l. Streets -golf . and- tennis
champlonshlps will be at stake on
-Friday;«June 5 at the annual Field
Day of The Bond .Club of New
York. Tournaments will be played
at the .Sleepy Hollow Country
‘Club, "Scarborough, N. Y.
Several hundreds of the finan-
cial :district’s = best- golfers will
:compéte for three top trophies—
the.. Ex-President’s -Cup for .low
gross, the Candee Cup. for low net
and the Christie Cup for match
play: versus par. Some. 25 other
specml prizés await lucky links-
men, according to Arne Fuglestad
Burns Bros. & Denton, Inc., ‘in
chdrge‘of two golf tourneys One
of these will be limited to senior
players.

The round-robin tennis tourna-
ment*fér the Bond Club doubles
championship will be directed by
Wallace: C. Latour, Merrill Lynch,
Pierce,” Fenner & Smith, Inc.

Court play starts at 10 a.m. and"

the finals at 4:30 p.m.

Other sports events include
horseshoe pitching, hole - in - one,
putting, and trap shooting con-
tests. Bond Club odds-makers say
horseshoe pitching offers the best
.chance for a trophy due to the
small turnout fot this event. How-
ever, there is “loot for almost
everyone — nearly 50 prizes and
awards are offered to contestants.

. Forms-Investaservice

Elizabeth Harris is conducting a
securities business from offices at
11 West 42nd Street, New York
City, under the firm name of
Investasevvice.

"Edwin K. Lloyd Opens
* MISSOULA, Mont. — Edwin K.
Lloyd is conducting a securities
business from offices at 111 Wash-
ington Strect.

Jaffe, Leverton, Partner

Caqper *A. Rogers on June 4th
wxll become a partner in Jaffe,
Leverton, Reiner Co., 39 Broad-
way, New York City. ‘members of

- ‘Courtney C. Brown -~

succeeds Frank Hugh-

‘including  the "Chairman *
and the ‘President of the Exchange'
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Bank and Insurance Stocks

By ARTHUR B. WALLACE =
'This Week — InsurancesStocks

Are we getting along to the.time when holders of fire and
insuraice’ stocks ‘will. begin to wonder when insurance
idends will be more in keeping with the income that the

derive from their investment portfolios? These share-
a seen corporations in general continue to up their
. either in"direct cash or as stock d1v1dends, but few of
e seen the color of dividend increases on insurances.

_course, is known genelally that d1v1dends of 1nsu1ance

me; that the results coming out of underwriting, plus or
e what give the compames their long-term. growth flavor.

f only one leading insurance company that, over sev- |
formerly made a practice of dipping into underwrltmg
incregse the cash-payment, and the reason for doing so
: ‘case ‘was because underwntmg profits were so large that
the company wds amply -justified in doing this for the stockholder.
Eut incomes from investments among the fire-casualty com-
panies have- been generally increasing steamly First, they have
been receiving a gleatel volume, of premiums and incoming money,

-~at least in part, is‘put to work in the securities markets Secondly,

‘just‘as the mdvstrlal corporations have prospered in recent years
.and- have ‘passed on to their shareholders increasing amounts of
‘theit/ net - -profits,“so has the investment income position of the
insurance companies.improved.

But what.of dividends? A number of the insurance companies
have been'on‘the same old rates for.a long time: Aetna Insurance
3. ycars; Agricultural ‘3 years; American Equitable, the same;
American ‘Insurance 3 years; Boston the same; Continental Insur-
ance 4 years; Fireman’s Fund 5 years; Glens Falls 7 years (allow-
ing for ad]ustment) Great Ameucan 9 years; Hanover 4; Hart-
ford'9; Home 6; 'National .Union 6; New Hampshlre 8; Phoenix 5;
Spungfleld 8. This, as indicated has been i in a period where share-
holders in other fields have been doing so well with their divi-
+ dends.” Even'the “staid” bank stockholders have seen steady, albeit
modest, increases in most cases.

Of course, what has happened has been that the insurance
companies:-have -been confronted by at least three years of bad

~underwriting results, and when these results have been as bad as
they were in this period, the managements are not merely loath to

-« boost: pay-outs;-some of them consider it mandatory that payments
One cannot criticize them for this

of .dividends -be kept down.

. atlitude, -but it does not popularize insurance stocks to have so
little -paid out.in dividends when income from investments is on
the upgrade.-

A tabulation relating dividend pay-outs to investment incomes
for 1958 may be of interest:

- Ratio of
Dividend to
Investmt. Inc,
25%

42

1958
Invest. Income

$9. 57

1958
Dividend
$2.40
2.60
1.60
1.90
1.63
1.00
2.40
1.80
1.40
2.00
1.00 -
1.78
2.00
1.80
2.00
1.00
1.50
2.00
3.00
2.00
2.63
1.60
1.60
2.00
1.90
2.00
1.50
1.40
2.40
3.00
0.30
2.20
1.20
2.60
1.00
1.00
2.00
2.00

. Actna: Casualty

‘. AetharInsurance
Agricultural
American Equitable
American Insurance
"American, Surety
Bankers & Shippers
Boston Insurance
Continental Casualty
Continentzal Insurance’
Federal
Fidelity & Deposit
Fidelity Phenix
Fireman’s Fund
General Re Insurance
Glens Falls
Great American
Hanover Fire
Hartford Fire
Home Insurance
Insurance Co. of No, America
Massachusetts Bonding
Merchants - Fire
National Union

“New Amsterdam --.
New Hampshire
Northern Iusurance _._.
North River
Pacific Fire
Phoenix Insurance
Providence-Washington
Reliance Insurance
&t. Paul Fire
Seaboard Surety
Security Insurance
Springfield “ Fire
Standard Accident
U. S. Fidelity & Guaranty__—
United States Fire 1.00
Westchester 1.20

As dividend pay-out ratios go, some of these are rather skimpy.
And it doesi’t.-look at this juncture that early dividend mark-ups
will be the order; 1958 underwriting results were poor.

Butler, Herrick, Marshall May, Borg Partner

To Admit James B. Carroll ‘Herman C. Frauenthal has be-

. Butler, Herrick & Marshall, 30 come a partner in May, Borg &
- Broad Street,” New York City, Co., 61 Broadway, New York City,
‘members of the. New York Stock members of the American Stock
Exchange, on July 1, will admit Exchange. Mr. Frauenthal was
James B. M. Carroll to partner- formerly a partner in Stern,

€2543) 3% -

S. F. “Tapeworm”
In 25th Edition

SAN FRANCISCO, Calif.—The
San Francisco Tapeworm, humor=
ous newspaper issued by the Bond
Club of San Francisco, in con-

nection with
its .annual
outing 'is
_ again . off the
' press., -
Editor o£
this year’s is-
sue was Hous~
ton Hill, Jr.,,
J. S. Strauss
& Co. - Robert
H. Rich, J,
Barth & Co.,
" was Chairman.
of .the Publi-
cations Com-

Houston Hill, Jr. Ir:lllettl.gek;erosth:lf‘
the “Tapeworm” Committee were
Lawrence Davey, Wells Farga
Bank, Thomas Hodgkinson, Shear-
son, Hammill & Co., Thomas
Hough, Lawrence Prager, Bank of
gmcenca and Ivan Wing, Weeden

0

Edward Goetze, Frank Knowl-
ton & Co., was Art Director. -

The “Tapeworm” was printéd
for the Club by the San Francisco
‘‘Examiner” as in the past.

Glide Gonirol
Issue All Sold

Reilly, Hoffman & Co., Inc.,
New York City, has announced
that all of the 300,000 shares of
Glide ' Control  Corporation com-
mon stock, recently offered at $l
per share, have been sold.

The corporation - manufactures
an automatic throttle for automo-
biles which maintains-a constant
speed on fairly level terrain. The

- device is designed to reduce drivegp

fatigue during long journeys on
turr(;pzkes and other limited access
roads

Leavxtt, Spooner Branch

SYRACUSE, N. Y. — Leavitt,
Spooner & Co has opened a
branch office in the Seitz Build-

" ing under the - management of
. Lee K. Simon, resident partner,

Chilson, Newbery Branch

Chilson, Newbery & Co., Inc.
has opened a branch office at 37
Wall St.,, New York City, under
the management of Mareus Kahn,
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Trustee Depts.: 13 St. James’s 8¢.; Govt.
Rd., Nairobi; Ins. Dept.: 54 Parliament
St.; Travel Dept.: 13 St. James's Sq.; In-
come Tax Depts.: 54 Parliament St, &
13 St. James’s Sq.
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VGANDA, ZANZIBAR & SOMALILAND PROTECTORATE

Branches in:

JNDIA, PAKISTAN, CEYLON, BURMA, KENYA,
TANGANYIKA, ZANZIBAR, UGANDA,
ADEN, SOMALILAND PROTECTORATE,

NORTHFRN AND SOUTHERN RHODESIA,

1958 EARNINGS COMPARISON

FIRE & CASUALTY
INSURANCE STOCKS

. Bulletin on Request

- -
Laird, Bissell & Meeds
Me-bers New York Steck Exchange
1 Steck Exeb:
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Who Says Steel Is

place. The other illusion, bearing
on the first, is that steel compan-
ies can go on increasing costs year
after year = without ' eventually

pricing themselves out of many

vital markets.

In my opihion our industry has
reached a point when these illu-
sions must give way to the reali-
tics, We must face the fact that
competition is rising—both from

. foreign steel and from the grow-
ing effort of producers of other
materials to replace steel in do-
mestic markets,

As I am sure all will agree, le~
gitimate, fair competition is al-
ways welcome and desirable. It is
a necessary force for the health
of our economy.

Competition has been respon-
sible, more than any other single
factor, for our present industrial
growth. - And that growth is the
cause. of our present standard of
4iving. That growth has thrust us
into the role of world leadership.

In the process we have learned,
the hard way, that our very sur-
vival depends on our - ability to
compete. We know that our in-
dustry, or any industry, must be
competitive or die. There is no
other alternative. :

Competition in the steel indus-

. 1ry takes many forms. Price alone
is not always the decisive factor
by any means. Quality, service,
assurance of a dependable and
continuous source of supply—these
are often more important than
price in the competitive picture.

Foreign Competition

But price cannot be ignored, and
may even be a major factor in our
competition with foreign steel
producers whom we meet on the
battlegrounds of trade both in this
country and overseas.

The official government figures
on foreign sieel show the picture
very clearly. Last year our ex-
ports of iron, and steel products
from this country were only half
as large as they were in 1957,

During the same period the ton-
nage of iron and steel products
imported into 'this country in-
creased 50%. A recent report by
our Department of Commerce
shows that for the first time since

<early in the century, imports of
foreign -made steel are now
greater than the amount of steel
being exported.

Our present inability to meet
the prices of our foreign competi-
tors is costing the industry dearly
in tonnage and revenues. In turn,
our employees are feeling the ef-
fects in the form of fewer hours
of work. Some of them have lost
their jobs.

What is happening in foreign
trade is the result- of a drastic
change in the world situation in
steel since the end of World War 11,

In the years immediately fol-
Yowing the war, foreign steel mills
gave us little competition in world
markets. Many of the plants in
Europe and Japan were either de-
stroyed or badly damaged during
the war. Those which escaped de-

. struction or damage in many cases
were worn out and outmoded by
the end of the war.

But now that situation has
changed. Largely with American
financial and technical assistance,
those foreign steel producing fa-
cilities have been rebuilt, mod-
ernized and expanded. In addition
new plants have been built by

- some mnations which never hefore
made steel.

The technology of these new
. * and modernized plants now com-
' pares favorably with our own,
And, of course, wages in most for-

" eign countries are far below the

- wage levels here. . . .

i  Under present day conditions
our industry must recognize two

to Competition?

compelling factors as we compete
with  foreign products — compa-
rable technology as we'' as lower
wages.

The problem of rising imports
and lagging exports is not peculiar
to the steel industry. As one dra-
matic example, the following As-
sociated Press dispatch was re-
ceived under a London dateline
on May 6—just three weeks ago:
© “British exports to the United
States exceeded imports from
America in March for the first
time since 1865, the year President
Lincoln was assassinated.”

Moreover, the opening of the
great  St, Lawrence Seaway is
bound to increase competition still
more as foreign producers take
advantage of the lower transpor-
tation costs to the heartland of
our country.

Such cities as Chicago, Cleve-
land, Detroit and Buffalo are ex-
pected to become busy seaports.
As costly overland transportation
is eliminated, the producers of
foreign goods should be able to
undersell our products at even
lower prices than now prevail.
This factor of lower transporta-
tion costs is another disadvantage
for American producers in addi-
tion to lower foreign wage levels.

American steelworkers are
among the highest paid industrial
employees in the world. I am glad
that they are. I am in favor of
high' wages, but I don’t want to
sec American steelworkers price
themselves out of the markets.

With American wages at their
present high level, how then are
we to compete with foreign steel
producers with much lower labor
costs? Obviously, we would not
try to reduce the wages of Ameri-
can workers to the foreign work-
ers’ level.

Opposes Tariff Prutectio‘n

Government action to curb im-
ports is nrot the answer either.
Even if politically feasible—which
I seriously doubt at this time—I
am convinced that erecting higher
tariff walls is not the solution.

Theoretically, we could erect
tarift barriers or quotas to prevent
or restrict foreign steel imports.
Such a course would bhe com-
pletely inconsistent with our for-
eign policy objectives. What is
worse, it would be unrealistic, im-
practical and self-defeating.

The role of the United States
in the world today requires that
we expand, rather than seek to
restrict, international trace. There
must be freedom of access to raw
materials. There must be oppor-
tunity for exchange of goods as
well as people and ideas. Today's
world of atomic energy, intercon-
tinental missiles and space explo-
ration will not permit us to retire
into solitary confinement. In fact,
we could not for long make steel
at current -levels if we would
not import essential raw material
components.

We need the world as the world
needs us.

Keeping in mind the real nature

.of our problem—namely the lev-

eled-up technology and low wages
abroad—it seems to me the answer
to foreign competition calls for
two courses of action.

Favors Two Courses

One, our industry needs to bend
every effort to further improve
our own technology and efficiency
and to keep our costs under con-
trol, Our costs must be more com-
petitive in order to offset the wage
differential . abroad. When laws
and  regulations prevent this, as
fOr.example the present Federal
policy on depreciation allowances,
we should work actively to get
them changed,

Keeping our costs under control

means we cannot avoid considera-
tion of relative labor costs. Be-
tween 70 and 80% of all costs of
producing goods and services are
labor costs — direct employment
expenditures by producing com-
panies, and labor costs incorpo-
rated in the cost of purchased raw
materials. Last year, the steel in-
dustry spent 38 cents of its sales
dollar tor employment costs, and
42 cents for purchased goods and
services., And remember that our
tremendous taxes also include a
substantial element of employment
cost to state, local and TFederal
governments. :

Consequently, the disparity in
employment costs between our
steel industry and those of foreign
countries cannot be allowed to
continue if we are to compete, not
only  in the world markets, but
within our own borders.

Next we need to help and en-
courage to the fullest possible ex-
tent every practical effort to raise
the standard of living in foreign
countries—to lift the level of con-
sumption and trade the world
over,

Higher incomes and living
standards for all peoples of the
world will benefit us as well as
those who are directly affected.
So long as millions of people
elsewhere on earth dre living in
poverty and want, there will be
limits to our own progress. 5

Thus by . helping under-devel-
oped countries we also are help-
ing ourselves by opening new
markets for our products.

Higher standards of living, with
higher wages, will be an effective
weapon against the further spread
of communism abroad, And fi-
nally, these higher wage levels
will ultimately help even up the
competition we now face from
abroad — providing further in-
crease in our own employment
costs can be avoided.

Favors Foreign Aid

Thus the great reasons for con-
tinuing our foreign aid are eco-
nomic as well as social and politi-
cal. Our objective must be to build
markets, not- destroy them. This,
of course, is a long-range objec-
tive. It cannot be achieved over-
night.

With these long-terim objectives
in mind, American steel compa-
nies planning to do husiness in
foreign markets should adopt a
definite export policy.

Suggests Steel Export Drive

Traditionally, our industry has
been an in-and-outer in the world
steel markets. We have been in-
terested in exporting only when
we had surplus steel available.

But customers abroad, like cus-
tomers at home, want some assur-
ance of continuity. The answer, it
seems to me, is for interested com-
panies to set aside a certain per-
centage of their annual tonnage
for export, so that foreign custom-
ers can be assured of a continuing
supply of steel.

Then, we should undertake to
merchandise and sell that tonnage
—as vigorously as we would sell
in our domestic market.

Competition of Substitutes

I have said that the problem of
competition is with us at home as
well as abroad. I would like to
explore this aspect of the problem
for a moment, .

As an industry, we are faced
with the challenge of a new com-
petitive marketing situation on
the part of producers of other ma-
terials. In the period since World
War II they have developed ag-
gressive programs aimed largely
at ultimate consumers and speci-
fying authorities, such as engi-
neers, architects and designers.

Among the most prominent of
these materials are aluminum,
glass, wood, plywood, plastics,
pre-stressed concrete, copper, ti-
tanium, and magnesium—a formi-
dable group of competitors, indeed.

These various materials do not
yet compete with steel in all mar-
kets by any means. As a group,
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however, they are growing com-
petitively stronger every day, pen-
etrating markets once dominated
or held exclusively by steel.

The procducers of these mate-
rials are competing, and compet-
ing vigorously, to expand their
markets. They have aggressive
sales forces; they are doing every-
thing possible to publicize and
promote their products. They are
spending more and more each year
in intensive research to develop
new products and improve present
products.

Moreover, our competitors show
imagination and resourceiulness.
They are ever alert to opportunity.
They are quick to seize upon and
develop new trends in marketing.

Remember, that much of this
competitior. from other materials
has come about since the end of
the war. Except for a few brief
periods, the demand for steel mill
products in these years has taxed
our available capacity. With the

completion of recent expansion-

programs the competition of other
materials, like that of foreign
steel, is becoming a matter of
increasing concern,

Announces A New Function

In recognition of the seriousness
of this problem, the directors of
American Iron and Steel Institute
approved on May 27, the estab-~
lishment of a permanent staff po-
sition at the Institute—a position
which has never before existed
in the offices of the Institute.

The primary responsibility of
this new job will be to develop,
evaluate and distribute data on
the present and potential use of
steel products—both domestic and
foreign. This new activity will
serve to coordinate the work of
various committees within the or-
ganizational framework of the In-
stitute. The purpose will be to
help member companies in their
efforts to compete more vigorously
and effectively in both domestic
and foreign markets.

This does not mean to imply, by
any means, that our industry has
been asleep. Far from it. We have
engaged in research and develop-
ment of new products and new
markets. We have improved many
of our existing products. |

But the times -call for a vast
stimulation of that effort all along
the line. They call for considera-
tion of increased expenditures: for
research and promotion in every
single area where the competitive
threat now exists.

The competitive contlest will be
decided by the public in the ballot
box of the marketplace. The votes
will be cast for steel or for com-
peting materials on the basis of
merit, service and costs.

We would be less than honest
with ourselves if we did not ack-
nowledge that there are some in-
stances where some materials may
deserve to be chosen over steel.
Naturally, I cannot think of any
off hand—but there may be some.
In such cases the only sensible
course is to face the fact and di-
rect our efforts to areas where
profitable results can be expected.

These are some of the reasons
why I feel so strongly that we
must get rid of two great illusions,
namely, one, that our industry is
wholly immune from the compe-
tition of foreign steel and other
materials; and two, that we can
let our costs get out of hand with-
out reaping serious consequences.

Change is a basic law of nature
and in my opinion changes of far-
reaching significance in our com-
petitive situation already are vis-
ible upon the radar screen of the
steel industry.

Expresses Confidence

I have every confidence that
this industry will recognize these
changes and take the necessary
steps to prepare for them lest its
prosperity be impaired and the
jobs of its employees be put in
jeopardy.

In spite of all the problems I
have cited, our industry is still on
the- march. Our prospects for the

future are limitless. Pioneering is
rot dead; there are trails still to
be blazed. New horizons are ahead
as we enter an amazing new age
and explore the mysteries of outer
space.
A Our industry has many endur-
ing monuments symbolizing _its
strength and progress for more
than a century. There are monu-
ments to steel in our. towering
skyscrapers, in bridges and other
structures. Steel in a thousand-
and-one other products and uses
—many of them quite humble—
has made life easier for millions
of . people throughout the world.
Steel will continue thus to serve
mankind down through the years.
As an industry which is vital to
our national defense, we have an’
added ‘obligation to continue our
progress to maintain ‘' orr com-
petitive position, to grow ever
stronger and to help leaa ihe way
to a better and stronger America.
In that course lies our best con-
tribution to greater prosperity and
happiness for all Americans and
for other peoples of the world.
There is plenty of work ahead
for all of us. Let us apply our-
selyes, and our resources, to that
objective, and get on with the job.

Bidwell Vice Chairman
Of N.Y.S.E. Board

J. ®ruman Bidwell has been
elected Vice Chairman of the
Board of Governors of the New
York Stock Exchange, it is an- .
nounced, He
succeeds Jer-
ome W. Nam-
mack, a part-
ner in the
specialist firm
of Sprague &
Nammack,
who has re-
tired from the
Board.

Mr. Bidwell
was elected to
the Board of
Governors for
a three-year
term in 1958.
Prior to that :
he served-from 1953 to 1958 as a
member of the Exchange’s Board
of Arbitration.

The new Vice Chairman has
held his Exchange membership |
since June, 1941. He has acted as
an independent floor broker spe-
cializing in institutional business.

W. P: Bullock Opens

CHEYENNE, Wyo.—Warren P.
Bullock is conducting a securities
business from offices at 1509 Bent
Avenue.

First Pacific Branch

SEATTLE, Wash.—First Pacific
Equities Corporation has opened
a branch office at 1331 Third Ave.
under the direction of Miles Nel~
son.

. fruman Biawell

Pasadena Corp. Branch

COVINA, Cal.—Pasadena Corp.
has opened a branch office at 245
West Badillo St. under the man-
agement of William R. Kelley.

New Firm Name

JERSEY CITY, N. J.—Effective
June 1 the firm name of Sloan,
Rodetsky & Co. 26 Journal
Square, members of the New York
Stock Exchange was changed to
Rodetsky, Kleinzahler, Walker
& Co. ’

Irving Rice Adds

(Special to THE FINANCIAL CHRONICLE)

ST. PAUL, Minn.—Kenneth H. .
Bayliss, Jr. has been added to the
staff of Irving J. Rice & Company,
Incorporated, Pioneer Building.

With Robinson-Humphrey

(Speciai to THE FINANCIAL CHRONICLE)
ATLANTA, Ga.— Benjamin T.
Daugherty has been added to the
staff of The Robinson-Humphrey

Co., Rhodes-Haverty Building.
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Continued from page 5

There Has Been a Basic Change
In Our World Trade Position

of the United Kingdom remains
steaqu at 18% after having fallen
continuously during preceding
years.
. We still have .the biggest stake
in manufacturing goods for ex-
port. Our competitive power has
been based on heavy -capital in-
vestment, the efficiencies of large-
scale production, a highly skilled
labor force, and technical leader-
ship, so that our goods have been
able to compete ‘abroad despite
the bhighest  wage costs in the
world. Hourly wages in manufac-
turu_lg in the U. S. are three times
as high as in the United Kingdom
and almost four times as high as
in Germany. It is true that wages
have been rising zbroad as well
as_here, but the significant fact
is that, with our help, Western
Europe and Japan have recon-
structed their industries and in-
stalled the most modern labor-
saving equipment. As they have
expanded their markets, they too
have been able to take advantage
of the economies of large-scale
production  so that they have
steadily whittled away the U. S.
advantage. During the dollar
_ shortage cra, lower productivity
and insufficient capacity abroad,
§ogether with the faster pace of
inflation in some countries, made
it possible for-us to maintain our
prices without it affecting our ex~
ports, But this is a matter of the
past. ‘

J " v
Our Recent Foreign Trade
Performance

. Now that we have come to the
end of the dollar shortage era,
what are the consequences for our
foreign trade?

Until quite recently, U. S. mer-
chandise . exports were running
well ahead of merchandise im-
ports. In 1958 our exports were
almost $16.3 billion with imports
at about $13 billion leaving a com~
fortable export surplus of $3.3
billion. On -the other hand, we
had a $41%. billion export surplus
in 1956, and for reasons that I
h.::we already-mentioned, a whop-
ping $6 billion export surplus in
1957,

The trade figures for the first
quarter of 1959 are disturbing. On
the basis of figures for the first
quarter, with March figures esti-
mated, it looks as though our ex-
ports for 1959 will -only be $15
billion as against the $16.3 billion
of 1958, - Instead of increasing, as
many had expected, merchandise
exports for the-first quarter of
1959 will probably run about $400
million less than for the fourth
quarter of 1958 which would be
about equal to the figure for the
smallest quarter last year.

. On the other hand, merchandise
imports, estimated at $3- billion
for the first quarter of this year,
are up $100 million from those of
the previous quarter and up $500
million from ‘those of the first
GQuarter: of 1958, While our ex-
ports seem to have lost -their
buoyancy, our imports are char-
acteristically rising once again as
business improvement has con-~
tinued during recent months. The
rise in indusirial production which
is one of the most significant in-
dexes of our recovery, may be
expected to continue, supported
as it is by the growing volume of
unfilled orders and general con-
fidence in the business outlook.
Under these conditions, imports
are likely to increase and on an
annual basis, may well reach $14
billion or about $1 -billion over
1958. .

- If our exports and imports do
in fact follow the trend indicated
by these first-quarter figures, our

export surplus this year  will
shrink to only about $1 hillion.

v

The Cash Deficit in the
U. S. Balance of Payments

The steady  surpluses in our
balance of trade lead many people
to the comfortable conclusion that
our balance of payments is in sur-
plus too. As I have already
pointed out, this is not true. Our
invisibles, including foreign aid,
capital exports on both govern-
ment and private account, tourist
expenditures, and payments for
other services such as shipping
and insurance, have been far
larger than foreigners neceded to
cover the excess of their purchases
of goods and services from the
United States, as well as their
other payments here. Last year
alone the cash deficit in our bal-
ance of payments was on the
order of $3.4 billion. In other
words, we provided foreigners
with many more dollars than they
used here. During this decade of
the ’50s, we have been net sup-
pliers of dollars to foreigners at
the rate of almost $2 billion a
year. From 1950 through 1958,
they were therefore able to add to
their gold and dollar holdings
$13.7 billion as a result of their
trensactions with the United
States. Unless the present trends
are reversed, they could acquire
as much as $3 billion additional
this year.

VI
The Era of Convertibility

I did not intend to be a prophet
of gloom. I have abundant faith
in. the resilience and dynamism
of the American economy and in
the resourcefulness of our busi-
ness leaders. We are still far
ahead, It is just that we have to
get used to some new competitors,
There are already indications in
the figures that while our com-
petitors are doing well against
some of our older products, we
are expanding our exports of
newer products. Technologically,
we have a good lead in many
fields. Our friends abroad must
still come to us for many things.
This means that the character of
our exports, “our export mix,”
may well gradually change. Some
industries and firms will be hurt
but others will be able to make
strong gains in export markets.

In addition, as I pointed out
earlier, conditions over the past
year or so could hardly have been
more favorable for Western Eu-
rope and Japan. But many of
these factors are changing. Cer-
tainly, Europe’s terms of trade
can no longer be expected to im-
prove and they may well worsen

as recovery all over the world

strengthens commodity prices.
The United States position should*
be helped as Europe swings from
a period of inventory liquidation
to one -of accumulation. As the
European and Japanese economies
resume their expansion, there will
be a greater strain on their re-
sources with a consequent weak-
ening of their export capabilities.
The productivity of American in-
dustry has surged forward rapid-
ly since the begirning our reces-
sion. And our competitive position
will be helped, of course, as dis-
crimination is removed against
American goods. Those who know
Europe can readily imagine what
a market there could be there for
American consumer durables,- if
only it were wide open to us.

In other words, some of the
temporary factors that brought
the end of the dollar shortage era
to us with such a shock may now
tend to change or disappear.

“ On the other hand, some under-

lying factors still remain, so that
we have entered a new' era, one
of competition among countries
with convertible currencies. This
should be gratifying. It is what
we have wanted all along; but it
brings with it the need for dis-
ciplines to which we have -not
been accustomed.

I should like to point out to you
that our principal competitors
have accepted those disciplines.
You all know about the striking
cases of Germany, Italy, Austria
and Japan — countries that have
rebuilt their productive capacity
and raised their standards of liv-
ing rapidly in this postwar period
while following sound monetary
and fiscal policies. I can add many
other countries to the list, includ-
ing Switzerland, Belgium. and the
Netherlands, - for examplé. The
United Kingdom was slower to
accept these  disciplines but the
MacMillan Government made the
great decision when it took the
Thorneycroft measures of Sep-'
tember, 1957. And it is significant
that sterling has been growing
stronger ever since. At the end
of 1958 the French finally did it
under General deGaulle with the
result that the.French franc after
decades of almost steady depre-
ciation has once again become a
sound currency. France has gained
reserves steadily and rapidly this

year and the French authorities .

are so confident that they have
decided to introduce the so-called
“heavy” franc, a franc that is in-
tended to be stable.

The question that I now put is
this: Are we ready to accept these
disciplines ourselves? As I read
the speeches and writings of some
of our creeping inflationists, I be-
gin to wonder. Creeping infla-
tionists, I find, are very fuzzy and
evasive about the effects of their
policies orr the international posi-
tion of the dollar. For myself I
do not see how anyone—after tak-
ing a look at the American- trade
and balance of payments picture
as I have tried to paint it—can
conclude that a pelicy of creeping
inflation is good for the United
States, much less for the world as
a whole. )

Let’s face it. There has been a
basic change. Never before in this
postwar period have we had to
look ‘so closely at our balance of
payments position nor take it into
account as a major factor deter-
mining our domestic monetary
and fiscal policies. Our cornpeti~
tors are quite accustomed to this
and they have now learned to re-
act swiftly and sharply when
they have balance of payments
difficulties. Our reactions, on the
other hand, have tended to be
slow because the American people
have not yet awakened to the full
implications of our balance of

:payments deficits. This is not con-

sistent with our responsibility for
a currency that has become . the
world’s principal standard of value
and the largest repository of its
foreign exchange reserves.

v
Conclusions

What are the implications for
the U. S. of this new era of com-
petition among convertible cur-
rencies? The answers are not easy
but . when we recognize the
urgency of the problem we are
at least on the road to a solution.

First. We must militantly fight
for economic stability at home
simply because our vital seif-in-
tercst demands this stability.
There is no other way. It would
be foolhardy on our part, having
done so much to build progress
and stability abroad, to throw it
all away because we do not have
the self-discipline to live in the
kind of world we have helped
create. This is the reason we must
support President Eisenhower and
Secretary Anderson in their fight
for a balanced budget, and a.sur-
plus. budget, if possible, and the
Federal Reserve System .in its.
courageous moves  to maintain
stability.” There is ro question but

that a budget deficit in present
circumstances lowers our resist-
ance to inflationary trends.

Let us not forget that the world
has its eye on the dollar more
than on any other currency. I
took a round-the-world trip last
fall. Everywhere I went, there
were questions about the position
of the dollar. And no wonder.
Foreigners held. some $15 billion
in official short-term balances
with us. This is the measure of
the world’s confidence in the sta-
bility and value of our dollar, We
have increasingly become the
banker for the world. We must
merit that confidence.

For this reason we cannot af-
ford to be too complacent about
the gold outflow. The outflow
has resumed . recently. and is cer-
tain to continye this year, partly
because of the underlying inter-
national payments situation and
partly because of the gold pay-
ments that will have to be made
to the International Monetary
Fund later in the year in connec-
tion with the 50% increase in
TFund quotas. The United States
alone will have to make a pay-
ment of $344 million in gold. The
extent to which other countries
will use their dollars to buy gold
from us to make their payments
to the Fund is unknown. It is well
for all of us to know and antici-
pate these facts about the gold
outflow so..that we. can put it
into proper perspective. While we
should not be complacent, I do not
want to be an alarinist either, I
was impressed recently by what
a world authority on this subject
had to say at the American Bank-
ers Association Monetary Confer-
ence in London. Per Jacobsson,
Managing Director of the Interna-
tional Monetary Fund, stated that
the gold outflow “represents a
warning about the trend of costs
and prices” in the United States
but he stated further: “I do not
think the U. S. gold outflow rep-
resents any real threat to the dol-
lar. With the U. S. A. possessing
more . than -half the world gold
thqck, it would be absurd to say

is.”

I am hopeful about the reaction
of the American people. I am told
that recent reports frem the grass
roots areas-of our country have
been encouraging, that people are
worried about inflation and writ-
ing their Congressmen.

Second. We-shall have to take
a close look at the international

financial - burdens that we have.

carried so largely alone since the
war. These burdens are broadly
of two kinds: defense, and aid
and economic assistance to devel-
oping ' foreign countries. These
programs must go on. It is essen-
tial for our security that we con-
tinue our military establishments
abroad and our military assistance
to our allies. Some of this aid is
in the form of military hardware
that by going to frieadly countries
actually reduces our defense bur-
den at home. Another part of the
aid goes to strengthen the econ-

‘omies of our allies and still an-

other part helps us to dispose of
our surplus farm products. While
these programns are necessary, we
must be increasingly careful that
every defense dollar and every
aid dollar is well spent. At the
same time the growing strength
of Western Europe and even of
Japan indicates clearly that it is
time for our allies to begin to
shoulder a larger share of these
burdens. I feel we are also right
in our insistence that the develop-
ing countries too should  demon-
strate that along with our aid
they are at the same time ready
and willing to help themselves.
This is a long-term job—far far
longer than the reconstruction of
Western Europe—but it is a job
that must be done. o
Third. We must not be tempted
to solve our balance of payments
problem by a reversion to a high-
ly -protectionist policy. To do so
would make it impossible for us
to press our European allies to
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liberalize further their restrictions.
against imports from the United®
States. Fortunately, the maim
lines of our trade policy were
pretty well resolved when Con-~
gress last year renewed the Recip-
rocal Trade Program until 1961.
Any reversal of this policy would
only bring retaliation and start
a movement away from the more
liberal trade policies that haver
done so much to stimulate the
growth of world trade in the las
few years.
Actually, it would be difficul®
for us to reduce our imports sub~
stantially even if we tried. Two-
fifths- are for raw materials -hot
available domestically or needed®
to supplement inadequate domes—
tic supplies. Of the remainder, &
large part consists of foodstuffs
most of which cannot be growm
domestically. .
- Fourth. We should :encourage
Congress to pass the pending leg—
islation embodied in the Boggs
Bill, which provides incentives fox
American private investment
abroad. This investment is thes
urgent need of many of the .de-=
veloping countries. In the longt
run it should help take some of
these problems off the back of
our government. This will' not
only help the budget, but ‘each:
dollar of foreign private invest-
ment accompanied by our know-
how is often worth several dollars
of aid or credit to the recipient
countries. For that reason a sound
increase in our private foreigre
investment would not necessarily
worsen the balance of payments
problem that -is foremost in my
mind. Often our capital contribu—
tion is made in the form.of ma--
chinery or other exports, anyway..
Furthermore, in the long run these
investments should earn a good
return and experience has shown
that our industrialized friends
usually become better customers
because their higher standard of
living increases the demands for
the things we have for sale. ]
- Fifth and finally. We can helpe
by explaining these cold facts of
our changed world economic posi~
tion to our friends, neighbors,
employees, to all with- whom we
come into contact. '
" Economic achievements in Eu-
rope and elsewhere place new
obligations on American economie
statesmanship. The world is stilk
largely dependent on the main-
tenance of our economic sound-
ness and strength.- The challenge
to us is to keep our goods com-
petitive price-wise in internationak
markets and to bring our foreigm -
payments into balance. Govern-—
ment, industry, and labor have:
equal responsibilities in meeting.
this cost challenge. Our: posiliom
of leadership in the “world de—
pends on the success of our en~
deavors to secure economic growtls
and stability. The whole  world
would regard any weakness in the
dollar as a signal that America i@
losing the cold war.

J. H. Firestone Opens

John H. Firestone is conducting
a securities business from officem
at 372 West 46th Street, N. Y. C,

 Gordon-Mannelly Opens
(Speeial to THz FINANCIAL CIIRONICLE) - Y
BEVERLY HILLS, Calif—Gor-
don-Mannelly Securities Co., Inc.
has been formed with offices a¥
93999 Wilshire Boulevard to en-
gage in a securities business. Of-
ficers are Milton Gordon, Presi-
dent; John F. Mannelly, Vice-
President and Treasurer,and Irwim
M. Fulop, Secretary.
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