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Editorial AS WE SEE IT
The Democratic Advisory Council has set forth its ideas
of what ought to be in the party's platform next year.
As was to be expected, the statement is replete with
indictments of the Eisenhower Administration and the
Republican party in general. Among its many charges—
sometimes recklessly made—there are a number which
are both important and essentially justified by the facts.
If they had been made by some party whose record did
not show many of the same infirmities and some that
are much worse, and whose proposals for the future
were more in line with the best interests of the country,
a good deal of encouragement might be found in the
document. As it stands, it is a disheartening assurance
that the American people must either re-elect a Repub¬
lican regime next year or else some other which will
prove to be at least as unsatisfactory and quite possibly
much worse.

It is, of course, distressingly true that the Eisenhower
Administrations have incurred huge deficits, and that by
and large these deficiencies have resulted from expen¬
ditures much larger than they should have been rather
than a deficiency in tax collections. Of course, the Demo¬
cratic organization does not take the trouble to explain
that Democratically controlled Congresses have been at
least as much responsible for these deficits as has the

party in power at the White House—but after all this
is a political document and unpleasant facts are not to
be expected therein. It is well known, too, that govern¬
ment bonds have receded until purchasers in many cases
now have sustained losses, realized or unrealized, of very
substantial proportions. Of course, many of these obliga¬
tions were issued during Democratic Administrations
when wholly unwarranted tinkering with the banking
and credit system had created artificially low interest
rates and hence exceptionally high prices for bonds—
but that, too. is a fact one can not (Continued on page 83)

Investment Bankers Association

Holds 48th Annual Convention
James J. Lee succeeds William D. Kerr as President of
investment bankers' trade group at annual meeting marked
by attention paid to supplanting government overseas

financing with private capital, and to improving our econ¬

omy and labor-management relations. Principal speakers
were: incoming and retiring President; His Excellency B. K.
Nehru; Gabriel Hauge; Hon. James P. Mitchell and Hon.
Samuel C. Waugh. Committee reports covered the gamut of
topics of interest to the industry. The addresses, committee
reports and other developments are provided in today's spe¬

cial IBA issue of the "Chronicle." |

The 48th Annual Convention of the Investment
Bankers Association of America held Nov. 29-
Dec. 4 at the Americana Hotel, Bal Harbour, Fla..
elected James J. Lee, Partner, W. E. Hutton & Co.,
New York, President of the
Association on Dec. 3. He suc¬

ceeds William D. Kerr, Partner,
Bacon, Whipple & Co., Chicago.

Five Vice-Presidents Elected

The Association also elected
five Vice-Presidents. They are:
William M. Adams, Braun, Bos-
worth & Company, Detroit,
elected for his third consecu¬

tive term; Warren H. Crowell,
Crowell, Weedon & Co., Los
Angeles, and Edward Glass-
meyer, Blyth & Co., Inc., New
York, who were both elected
for second consecutive terms;
George A. Newton, G. H. Walker & Co., St. Louis;
and Robert O. Shepard, Prescott, Shepard & Co.,
Inc., Cleveland.

The New President

Except for active duty with the U. S. Army Air
Force during World War II, Mr. Lee has devoted
his entire career to the investment banking in¬
dustry.

James J. Lee

Mr. Lee is a native of Massachusetts (born in
Newton, Nov. 22, 1900). Upon graduation from
Milton Academy (Milton, Mass.) in 1920, he en¬
rolled in Harvard College where he obtained his
A.B. degree in 1924.
In December of that year Mr. Lee joined Lee

Higginson & Co., in Boston. Two years later he
was sent to London, England, for an 18-month
training period with Higginson & Co. He returned
to the United States in 1927 to work in the New
York office of Lee Higginson & Co., and continued
with that firm until June, 1932,-when he became
a vice-president and director of the newly formed
Lee Higginson Corporation.
During World War II he served for three years,

1942-1945, with the U. S. Army Air Force. As an

intelligence officer, he spent two years in Africa,
England, and Europe on the staff of General E. R.
Quesada. He left the service with the rank of Lt.
Colonel and returned to Lee Higginson Corporation
and remained with that organization until Decem¬
ber, 1951. The following month he joined W. E.
Hutton & Co., as a general partner, the position he
holds today.
Mr. Lee has been active in the affairs of the

Investment Bankers Association of America since
1933 and has served on many Group and National
Committees. He was a Governor of IBA, 1953-55.
Other positions of industry leadership held by

Mr. Lee include various offices in the Association
of Stock Exchange Firms, the National Association
of Securities Dealers, Inc., and the Bond Club of
New York. He served ASEF as a member of the
board, 1952-57; Treasurer, 1953-54; and President,
1955-56. He was on NASD's District 13 (New
York) Committee, 1948-49; was NASD Board mem¬
ber, 1949-52; and Chairman of the NASD Finance
Committee, 1951. For the 1951-52 year he served
as President of the Bond Club of New York.
Mr. Lee is a director of Southwest Natural Gas

Company, Shreveport, La.
Much of Mr. Lee's time is given to civic and

philanthropic work. Since (Continued on page 94)

/
U. S. Government,
Public Housing,

State and Municipal
Securities

TELElMIOl* fe : HAnover 2-3700

CHEMICAL BANK

NEW YORK

TRUST COMPANY

BOND DEPARTMENT

30 Broad Street

New York 15

IBA PICTORIAL COVERAGE IN SECTION TWO: Candid photographs taken during; the
course of the recent Annual Convention of the Investment Bankers Association of Amer¬
ica, along; with a list of those in attendance at the meeting, appear in SECTION TWO

of today's issue.

UNDERWRITERS

BROKERS • DEALERS

Burnham and Company
MEMBERS NEW YORK AND AMERICAN STOCK EXCHANGES

15 BROAD STREET, NEW YORK 5, N.Y. • Dl 4-1400
CABLE: COBURNHAM TELETYPE NY 1-2262

STATE AND MUNICIPAL

BONDS

THE FIRST NATIONAL CITY BANK

OF NEW YORK

Bond Dept. Teletype: NY 1-708

Underwriter • Distributor
Dealer

Investment

Securities

FIRST gotrfhUKAt COMPANY
DALLAS

T.L.WATSON &CO.
ESTABLISHED 1832

Members

New York Stock Exchange

American Stock Exchange

25 BROAD STREET

NEW YORK 4, N. Y.

BRIDGEPORT • PERTH AMBOY

Net Active Markets Maintained
To Dealers, Banks and Brokers

canadian
securities

Block Inquiries Invited

Commission Orders Executed On All
Canadian Exchanges

CANADIAN DEPARTMENT

Teletype NY 1-2270

DIRECT WIRES TO MONTREAL AND TORONTO

Goodbody & Co.
MEMBERS NEW YORK STOCK EXCHANGE

2 BROADWAY 1 NORTH LA SALLE ST.
NEW YORK CHICAGO

Lester, Ryons & Co.
623 So. Hope Street, Los Angeles 17,

California

Members New York Stock Exchange
Associate Member American Stock Exchange

Members Pacific Coast Exchange

Offices in Claremont, Corona del Mar,
Encino, Glendale, Hollywood, Long Beach,
Pasadena, Pomona, Redlands, Riverside,
San Diego, Santa Ana, Santa Monica

Inquiries Invited on Southern
California Securities

New York Correspondent—Pershing & Co.

CANADIAN
BONDS & STOCKS

m $ m

Dominion Securities
(orporatioti

40ExchangePlace, NewYork5,N.Y.
Teletype NY 1-702-3 WHitehall 4-8161

Underwriters and distributors of

STATE, MUNICIPAL AND
PUBLIC HOUSING AGENCY

BONDS AND NOTES

Dealers in and Distributors

of Securities of

Federal Land Banks

Federal Intermediate Credit Banks

Federal Home Loan Banks

Banks for Cooperatives
Federal National Mortgage Association
United States Government Insured Merchant

Marine Bonds

and

International Bank for Reconstruction

and Development (World Bank)

THE

Chase Manhattan
BANK

HAnover 2-6000

MunicipalBonds
FOR COMMUNITY

PROTECTION

MUNICIPAL BOND DEPARTMENT

Bank of America
N. T. & 3. A.

San Francisco Los Angeles

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



2 (5206)
The Commercial and Financial Chronicle .,. Thursday, December 17, 1959

For Banks, Brokers. Dealers only

Year-End Tax-Switch
i>; i ' Problems?

"Call HANSEATIC"
Our nationwide private wire sys¬

tem, reaching banks, brokers and
dealers all over the country, can

help solve your problems for you.
Take advantage today of our

long experience and full facilities
to get prompt assistance and reli¬
able service on any OTC prob¬
lem. Primary markets in over
400 issues are available to you.

Just call "Hanseatic."

New York Hanseatic

Corporation ~
Established 1920

Associate Member

American Stock Exchange

120 Broadway, New York 5
WOrth 4-2300 Teletype NY 1-40

BOSTON • CHICAGO

PHILADELPHIA • SAN FRANCISCO

Private Wires to Principal Cities

BOUGHT — SOLD

Leece Neville
♦

MORELAND & GO.
Members •

Midwest Stock Exchange
Detroit Stock Exchange

1051 Penobscot Building
DETROIT 26, MICII.

WOodward 2-3855 DE 75
Branch Office— Bay City, Mich.

PROFIT SITUATIONS
EXACTLY HALF of the subscribers to Profit

Situations, published twice a month, are invest¬
ment professionals—security analysts, brokers,
investment counsellors. PROFIT SITUATIONS

contains first-hand information about promising,
smaller companies. CURRENT ISSUE, sent on

request, reports on outlook for Capital Cities
Television Corp. and Fischer & Porter Co. PLUS

penetrating comment by Dr. Ira U, Cobleigh.

Subscriptions are $15 quarterly, §50 annually.

INVESTMENT ASSOCIATES
P. 0. Box 14 Hillsdale, N. J.

SELECTED GROWTH

SITUATIONS

Exceptionally Suited for
Dealer Distribution

*
Assembly Products, Inc.

*
Moore-Handley Hardware Co.

::Borman Food Stores Inc.

^Buckingham Freight Lines
Class A Common Stock

'

Write-up on request

• Thrift Drug Co. of Pa.
• Prospectus Upon Request

Straus, Blosser & McDowell
Members New York Stock Exchange

Midwest Stock Exchange
Detroit Stock Exchange

American Stock Exchange (Associate)

111 Broadway, New York
Tel: WOrth 4-1155 Tele: NY 1-1385

The Security I Like Best....
A continuous forum in which, each week, a different group of experts
in the investment and advisory field from all sections of the country

participate and give their reasons for favoring a particular security.

- This Week's

Forum Participants and

Their Selections

PHILIP R. HERZ1G

Partner, ller/ig, Earlier Ik MeKenna
New York City

Alsco Incorporated
Aluminum is a continuous growth
industry. Why? Because of the
ever-increasing new uses which
are being found for this metal.
Now, of all
the markets
for aluminum,
which has the

largest poten¬
tial? Obvi¬

ously it is
housing. And
which is the

leading com-

p a n y in this
field? ALSCO!
11 h a s grown
in ten years
from a small -

fabricator of

windows to Philip R. Herzig

Alsco Inc. — Philip R. Herzig,
* Partner, Herzig, Farber & Mc-
Kenna, New York City. (Page 2)

a? Pittsburgh Plate Glass—Lawrence
S. Vlaun, of Auchincloss, Parker
& Redpath, New York City.
(Page 2)

tomers.) It is obvious that all such
generated interest therefore ac¬
crues to a company such
ALSCO. ' '

The sales growth of ALSCO is
an excellent measure of consumer

acceptance of aluminum for hous¬
ing. Sales have more than clou-
bled in the five-year period from
1954 to 1959—$11 million to $26 However, the road- now seems
million. However, the real break- clear for realization of substantial
out in sales is just beginning to profit improvement. For the first
.materialize. A jump to $40 million half (ending Nov. 31st) of the
is anticipated for the year ending present fiscal year sales are an-
May 31, 1960, with the following ticipated to be in the range of $20
year showing a possible $50 mil- million as against $27 million for
lion to $60 million. This should the entire previous12 months, and
be made possible by completion in management estirhates earnings
the first quarter of 1960 of a new for the six month period between
rolling and strip mill. y ' , ': $1.20 and $1.30 a share. •

Much of ALSCO's early growth Equity capitalization of ALSCO
was through acquisition. However, consists of 802,755 shares of com-
the recent growth has been all mon stock, 65% owned by-man-
company generated. In order to agement,;-and $4 million 51/2%
meet the needs of its expanding convertible debentures in the
markets and at the same time to hands of the public." Dividend

the largesl reduce costs, the company in re-,,payments on the common shares
completely integrated independent cent years has broadened its man- are 60c annually and are likely
producer of aluminum tor homes. ufacturing activities. Present fa- to continue at this rate in spite of
Alsco s products are principally ciiities are completely integrated, prospective earnings improvement,

siding, but also include windows starting with ingot and pig alu- This is because of increasing
and roofnig. Sales in tne^curreni minum (purchased chiefly from working capital requirements as
fiscal year (May 31, 1966) aix> ex- j^ajser) anc[ moving through va- volume expands. However, cash
pected to reach $40 million. Earn- rjous intermediate and finishing payments may well be supple-
mgs should l.ise to $2.25 a shaie, 0perati0ns. .j merited by stock dividends,
up from $1.36 on fiscal lyoy s $3/ High-cost sales directly in the.. * Ordinarily the shares of a com-
million in sales. retail market are being eliminated pany with ALSCO's record and
growth into nscal 1J61 should lift concentration on wholesale potentials could be expected to
earnings to $3.50 a snare. distribution on a nationwide, scale sell at 15 to 20 times current earn-

atenr! 1 f«9i thS aS' to insure a year-round outlet for- ings. However, even if one wishesALSCO sells at $zi on tne Am 1 - production. ' t to appraise this leading company
can Stock Exchange, 01 on y ALSCO's earnings over the past. in a vast growth field at a con-
times this year's earnings and 6.5 years haye nQt kept pace with servative 10-12 multiplier, near
times next yeai s pi je - saieS! due mainly to the numerous term projection of earnings indi-
mgs. Ihis is aue to a a problems associated with financ- cate a large potential over the

^ the -PW «~wth. next year.
. :

the "aluminum-for-housing" in-
dustry, as well as the scarcity of
shares of companies in this line.
The use of aluminum in con¬

struction applications has in¬
creased substantially in the past
decade, yet the potential, partic¬
ularly in residential construction, Pittsburgh Plate Glass

LAWRENCE S. VLAUN

Auchincloss, Parker & Redpatli, New York City
Members: New York Stock Exchange and American Stock Exchange -

by increased automobile produc-
has barely been scratched. In 1958 M choice j the «gecuritv That tion by_Ford and American Motors,
?"?£ 50°alumi"um ,ho™®I0w:ell I Like Best" column this year is PjfQ 4.he m°re ,ewansive use ofbmlt. The number by 1959 had Pittsburgh Plate Glass, a company . glaTs.ViLnTf% ™ Vr Pn'5'

bolstered by an aggressive man- loss of about half of Chrys-
"

agement team
whose sights
are set on

record year.
PPG over a

long period of

sand. Should home construction
decline in 1960, aluminum's mar¬
ket should be relatively unaf¬
fected, as by far the greatest pro- mnkinf, 1qfin „

portion of aluminum in residential
use goes into maintenance and
renovations.

Concerning aluminum siding, ,

ALSCO's chief product, Mr. Wil- •{
liam H. Slemp, Manager, Business lllDUiect im"
Development-R esi dential for
Kaiser Aluminum and Chemical

Corp., states that "because of
aluminum's many advantages a-s a
residential siding material we an¬

ticipate that its use for this appli¬
cation within the next few years
will more than double."

portantlv to
new product
development
and better¬

ment of exist¬

ing products
in the flat

glass, paint,
a n d chemical

Lawrence S. Vlaun

ler's business in 1960 and subse¬

quent years has been exaggerated
and has-caused undue weakness
in the high quality investment
grade shares of the company.

Through Nov. 14, 1959, Chrysler
had produced 646,000 automobiles.
For full year 1959, Chrysler's pro¬
duction is expected to approach
725,000 units. Applying a $40
glass cost per car, Pittsburgh's
glass volume from Chrysler should
run in the neighborhood of $29
million in 1959. Had Pittsburgh
'Elate lost half this volume, or
;$14.5 million, and assuming a pre¬
tax profit margin of 20%, the
company's earnings would be re-

Industry estimates show that fieids. The company derives 45% fhemorc ' u"r"
within ten years there will be an Gf us sales from flat glass the theimoie> a loss °f $14.5 million
average of 1,000 pounds of alumi- bulk o£ which goes to the automo-- f47pUantfqA0r^?«ynf2«65n °f
num in each home built, against tive and building industries. Aside nfL ®5? s?!fs o£ $550 million
approximately 150 pounds today. fr0m the temporary repercussions ol„c * 1 ^ Hka. a.nc*
An aluminum home offers savings of the steel strike, automotive de- bull<£l"?
up to $200 a year in normal main- mand {or piate glass should be 4"^ s,h°uld c0?tln"e relatively
tenance costs since aluminum is QUite strong in 1960 — Dasseneer sr10n8- In analyzing plant expan-
maintenance free and will last 2ai production at U S flctories sion and modern office building
many years with only an oeca- shouid be in the neighborbool of p®?,® ™0,!1"?' ttbere.,s ev?ry 'ndl:
sional hose washing. At a dis- 6.5 to 7 million units, compared /en(
tance of more than three feet it is with an estimated 5.3 million units spending still has far to go
impossible to tell pre-painted alu- for 1950 Pittsburgh Plate Glass b * e and distance; the high
minum siding from wood. Alumi- currently supplies all of Chrysler's e* re^a^ne^ corporate income
num siding is also an effective iSKlSS? than-compensate for
insulator. jcan Motors' and about one-half SlJl influence that tight
Realizing the tremendous po- of Ford's needs. PPG will be los- ~ fx v?. X,ex®,* + - r

tential of the housing market, the ing about 50% of Chrysler's busi- S?UuC™ ?
major aluminum companies have ness in 1960 since this auto p,, f Pittsburgh Plate
gone heavily into advertising manufacturer will commence to v. , +1S- ? ^
"aluminum for the home." It is fabricate half its glass n^eds. <^e^.<56 integration that has
significant that none of the major However, this will affect PPG's +. ac Tiev^? within the .organi-
producers is in this end of the earning power only to the extent, p suar(r stra"
fabricating business. (They do not of no more than $0.25 a share ? located near basic ray-
wish to compete with their cus-which will be more than offset i T?incll! ^ g+Su' S?nand fuel. Furthermore, the glass
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The Stock Market in ; ~

1 The Scientific Sixties
By Ralph A. RotnemfHarris, Upham & Co., Members N. Y. Stock
Exchange: Formerly President, A'. Y. Society of Security Analysts

Mr. Rotnem cites important challenges facing the investor, including
alertness in recognizing the tremendous technological achievements in
store for us. Pointing out the current market's unprecedentedly high
pricing of both corporate earnings and assets, he maintains shares
sold now will become replaceable at lower levels. Lists numerous

bullish and bearish factors likely to affect market trends during 1960.
Concludes that fresh market advance above last summer's peak would

warrant a further shift of equity funds into bonds.
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Ralph A. Rotnem

The investor faces one of the most

challenging decades in history in
• what may well come to be known
as the Scientific Sixties. Techno-

v

logical prog¬
ress is so

rapid that it
.-j has been esti-,
; m a t e d that

50% of the
i goods that will
be used in

;.1975 are not
known today.

; The alert in¬
vestor with

good sources
of information

may well find
this his most

profit a ble
> decade. The
'

negligent holder of securities in
companies that are not alert to
scientific progress may be equally
disappointed in his results. It will
be a viciously selective ten years
when the rewards of careful selec¬
tion will be more apparent than

, ever before.
An equally interesting challenge

< faces the investor in the next year

J or two since it is quite possible
I that he can establish some of his

| good profits in the coming year
1 and reinvest the proceeds later in

, j a greater number of shares. This
'bull market is now in its 11th

! year—the longest major uptrend
; in history. Although the annual
; rate of appreciation in this period
has been only 15V2%—compared
with an average of 47% for the
preceding 13 bull markets of the
past 62 years—the length of time
it has been in progress has put
the industrial average up 295% in
ten years to a level that is 51%
higher than it was in 1929, even

allowing for the change in the
value of the dollar in the mean-

• time. A few years ago current
levels of the market would have

• been considered a wild dream of

an opium eater. We have gradu¬
ally been overcoming our acro¬

phobia—or our fear of high places.
The question of what the mar¬

ket is going to do becomes really
important when one considers that
the market value of issues listed
on the New York Stock Exchange
is $300 billion. A move of only
25%, which is fairly common,
amounts to $75 billion. It is im¬
portant therefore to look at the
market from both technical and
fundamental points of view.

Cost of Earning Power and
Dividends

First let us compare values of
today with those of the past. From
1926 through 1958 the price paid
for $100 worth of earnings has
averaged $1,376. Today the cost

is 34% higher, or $1,850. The cost
of buying average earnings of the
past five years is now 46% more

than it has been in the past 20
years. The cost of buying average
earnings of the past ten years:is
now 32% more..than it has beenp
since 1935.vThe study of this type
that we like best is the one we

presented three years ago in
which we deducted book values
from the price of the averages
before figuring price-earnings ra¬
tios.

, The reason for doing this
is that even if there were no earn-'

ings in a given year we would still
pay something for the assets of a

company. In 1949 we had to pay
less than book values for stocks,
in 1953 we paid book values plus
two times earnings, in 1957 we

paid book values plus five times
earnings, today we pay book
values plus ten times earnings or
around the highest level since
1929-30. Competition of bonds
with stocks for investors' funds is
also important. The ratio of the
cost of buying $100 worth of in¬
terest on high-grade bonds to the
cost of buying $100 worth of earn¬
ings on stocks is at an all-time
high since 1929 (as figured after
the abovementioned adjustments
for book values). These two stud¬
ies show that today we pay 54%
and 74%, respectively, more for
values than we have over the past
30 years.

In the past 33 years we have
paid an average of $1,900 for $100
worth of annual dividends.-Today
we pay 68% more, or $3,200. The
cost of buying book values today
is 45% higher than the average
cost in the past 30 years.

Averaging all of these costs we

find that we are today paying
50% more for values than we

have been willing to pay. in the
past. In other words, it takes $1,-
500 today to buy the same values
that have cost $1,000 in the past.

Central or Fair Levels

About the same conclusion
comes from a study of central
values of fair levels which are

figured in various ways by dif¬
ferent services or individuals.
Some of these are:

Benjamin Graham 346
Edgar S. Genstein 433
Value Line 575

Robert Storer 390
John Templeton__ 440

Average 437 '

On this basis the market is cur¬

rently 53% above a fair or central
value.
Also of interest is a comparison

of stock and bond yields which

Continued on page 92
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OBSERVATIONS...
BY A. WILFRED MAY^

MR. NIXON'S REPLY
In this column, Sept. 17 last, ana¬
lyzing the second Report of the
Cabinet Committee on Price Sta¬
bility for Economic Growth ("the
Nixon Inflation Committee") we
questioned its conclusion that the
absence of extended price declines
over the past 25 years signifies a
"New Era" of Permanent Infla¬
tion. 'We maintained that the sig¬
nificance of the historical record
depends on the period chosen. We
further suggested that the substi-
tution of the present "Cold" for
the previous "Hot" variety of war
constitutes a vital difference be¬
tween the post-1945 and previous
impermanent inflationary inter¬
vals.

On this Vice-President Nixon
sends us the following commen¬

tary:

DEAR MR. MAY:

I have read with interest your
comments on the most recent re¬

port of the Cabinet Committee on
Price Stability for Economic
Growth.1

It is true, given the big swings
up and down in the price level
that have occurred in the past,
that different-looking results, can
be gotten by choosing different
base dates. We made the choice
of ""25 years ago" for what we
thought was a sound reason.
Around 25 years ago the New
-Deal introduced its labor and so¬

cial security legislation, that has
very-.possible made a significant
difference -to- the behavior of

prices. For example, since 1934'
the-level of wage rates (properly
measured) has never shown a sig¬
nificant fall, during a recession or
otherwise. This is quite a change
-from previous behavior: It is also
true that the behavior of prices
in .peacetime has been different
-from -their- ^behavior in most of
our ;previous peace-time history.
We do not accept either! the

dogma "that inflation is -inevitable
nor the dogma that capitalism will
collapse;unless it has wars to avert
it. What we do believe is that the

public is-much less willing than
-in therpast to accept a depression,
and that it would expect the gov¬
ernment to pull out all the stops
-before a depression, with its at¬
tendant'price fall, went very far.
Hence, there is a ratchet effect if
we do not nip in the bud any

incipient rises in the price level.

Sincerely, >

RICHARD NIXON

Office of the Vice-President

Washington,
Dec. 3,1959

* * *

THE SEASON'S CAVEATS

Although many of our readers
may have done their tax-motivated
Christmas "Swapping" early, the

offering of some long-term caveats
surely is in order.
Neither investment nor tax con¬

siderations should supplant each
other in the investor's portfolio
decisions. And in any event, the
realistic result of tax maneuvers

should be the criterion.

For example, too often is the
swapping to register a loss done
without full regard to investment-
value considerations, as into an
issue in the same price range
and/or same industry. The ab¬
surdity in such value-violation is
demonstrated when the parallel
lists of issues recommending a

switch from stock "A" to "B" also
carry a reversely-pointing arrow
suggesting that an individual
holding stock (B) at a loss, switch
into issue (A). Surely such dis¬
regard of the comparative values
between the issues is not followed
when an investment is initiated.

A Material Omission from the
Program

A vital omission from the full
consideration of i s s u e-to-issue

swapping usually occurs in the
failure to realize that if all goes

as hoped-for in a subsequent rise
of the switched-into issue, the
switcher has merely bought into
a future capital gains tax. Such
later levy is only escapable in the
event of the occurrence of the ap¬

propriate kind of usable losses,
or death.

Hence, whenever practicable,
and excepting its usability as an
offset to .a capital loss, your
switched-into issue should be kept
for permanent holding.
Unrealized switching into a new

future tax liability also occurs in
double-transactions to avoid a

wash sale. Exemplifying, this is the
combination of a short sale with
a simultaneous purchase and hold¬
ing the position for 30 days. Your
present registration of a tax loss
is again countered by the accom¬

panying acquisition of an addi¬
tional potential tax gain from the
buy side of the transaction.
The acquisition of a future capi¬

tal gain is practically automatic
in the case of a switch into a bond

selling at a discount. For, barring
future insolvency, the issue will
at maturity pay you off at the
higher price of par. In the case of
taxable bonds, the inclusion in
the indicated gross yield of the
appreciation, which is taxable at
the 25%-maximum capital gain
instead of the regular income rate,
constitutes an important net yield

advantage to the high-bracket in¬
vestor. Contrastingly, in the case

of tax-exempt bonds, which are

free of tax on current income, but
whose yield must be reduced by
the capital gains tax - on the
amount of the issue's ultimate re-

Specialists in Canadian Securities as Principal for
Brokers, ^Dealers and Financial Institutions

Grace Canadian Securities, Inc.
Members: New York Security Dealers Association

25 Broadway, New York 4, N. Y.
HAnover 2-0433 NY 14722

Orders Executed at regular commission rates

through and confirmed by

■. Members: Principal Stock Exchanges of Canada
-a . The National Association* of Security Dealers

-

r 25 Broadway, New York 4, N. Y.

covery to par, the discount con¬
stitutes a tax inroad.

On "Getting Poor Taking Profits"

While tax elements should not

pre-empt investment judgment,
neither should they be overlooked
by a portfolio policy-maker. The
ever-popular slogan "You can't get
poor taking profits "might be valid
were it not for the pervasive inci¬
dence of the Capital Gains Tax,
which over the long run will entail
attrition of one's capital—with the
inroads being diverted to the. In¬
ternal Revenue Department. Un¬
fortunately you can't just wish
away your tax bills!
In any event, when a decision is

to be made regarding the sale of
an issue with a large long-term
unrealized capital appreciation,' it
must-be deemed overvalued in re¬

lation to alternative investing op¬

portunities, by the amount of the
inescapable capital gains tax.
Thus, if your Union Carbide, now
selling at 140, cost you 40, your
selling decision must take into
account the following considera¬
tions: (a) Is your stock at 140
over-valued by the amount of the
tax bill on liquidation of the
profit, namely $25, or by 18% of
the present price; or/and (b) Can
you find another issue or other
depositary for the proceeds, that
constitutes a better value than

your Carbide valued at 115 (the
net realized after-tax proceeds per
share)?
If your selling decision is not

supported by these qualifications,;
over the long run you will be
merely getting a return of capital,,
gradually reduced by the substan¬
tial share (the tax) going to the
Internal Revenue Department.

The Facts on Stock Dividends

Likewise, - the tax effect of the
stock dividend calls for clarifica¬
tion. If you retain your stock dis¬
tribution, since your proportionate
interest in the business remains

constant, it is not taxed. If the
old cash dividend is maintained,
your tax on the future, dividends
will, of course, be proportionally
increased. But if .you sell your
stock distribution, , the same as
when you sell any of your original
holdings, you are subject to the
capital gains tax.

Tax Incidence on Rights

Rights to subscribe to additional
stock in your own issuing com¬

pany ordinarily are not taxable.
But if the value of the right is less
than 15% of the original stock,
you are permitted to elect to treat
the value of the right as being
zero; thus preserving the full cost
basis of your original stock.

Rights to subscribe to stock of
other than the issuing company
are taxable, since no dilution of
the original ownership is involved.

Coast Exchange Member
The election of D. Rogers Hop¬
kins, III, of Hopkins, Harbach &
Co., Los Angeles, Calif., to mem¬

bership in the Pacific Coast Stock
Exchange, Los Angeles Division,
effective Dec. 12, 1959, has been
announced by William H. Jones,
Board Chairman of the Division.

The new member, son of D.
Roger Hopkins, Jr., a Senior Part¬
ner of Hopkins, Harbach & Co.,

» entered the securities business in
1954. In 1955 he became associated
with Hopkins, Harbach & Co. as a
Floor Representative, and in Feb.
1959 he became a partner of the
firm. As a member' of the Ex¬

change, he is operating one of the
Specialist's Posts on the Trading
Floor of the Los Angeles Divi¬
sion.

E. N. Potter to Admit

On January 1 Richard D. Buckley
and David Satenberg will be ad¬
mitted to limited partnership in
E. N. Potter & Co., 65 Broadway,
New York City, members of the
New York Stock Exchange. Al¬
bert P. Hinckley will retire from
the firm on the same date.

On Starting or Buying
An Independent Business

By Roper W. Babson

Voicing strong support for efforts being made to encourage the growth
of small businesses, Mr. Babson offers advice to young people par¬

ticularly on buying or starting one of their own. He also furnishes the
names of sources set up to foster the growth of small firms.

Young people often ask me
whether they should start a busi¬
ness of their own. Of course, not
everyone is suited to running a
business. But success can be at¬

tained by those who will first
learn the know-how of the type of
business they would like to start,
or else have as partners- ;those
who do.

Nation Depends on Independently
Owned Business

In today's rapidly changing
world, many young people are
scared away from starting or buy¬
ing a business by the risks in¬
volved. Inflation, high taxes, and
necessarily small initial return
lead them to choose the so-called

"security" offered by a supposed
permanent position with some

large company. Unfortunately, we
have made a fetish of such "se¬

curity" in this country. Many of
our young people think it is
smarter to achieve "job security"
than to forego this for the oppor¬

tunity to own their own business.
-

So great has become our pre¬

occupation with big business that
we have lost sight of the self-
controlled .business' contribution
to the growth and prosperity of
our nation. Before World War I,
we were a land of small property
and business owners believing in
property rights as well as human
rights. Small business, though not
popular in recent years, is still one
of the bulwarks of our nation
which r we- should strive to

strengthen and encourage.-

Need for Training - J

Don't go directly from school or
college to start or buy a new
business. Few of. those who act so

rashly achieve success. Some fail,
losing not only their money and
effort, but also, often, their confi¬
dence in themselves. Young peo¬

ple—either men or women—who
feel they would like to start a
small business of their own should
first work for at least two years

in a line similar to the one which

they wish to enter or else buy
control of an established business.

One should be well prepared to
take the risks involved in busi¬
ness ownership. Study the mar¬
ket for your product or service by
subscribing to a trade magazine
in the line which you wish to
enter. Competition during the

next few years may be sharper
than it is now for every business.
I even predict that there will be
a large number of new small busi¬
ness failures during the '60s; 'But
remember that usually only • the
inefficient - and the , inept - are

crowded out. - Better buy control
of some existing successful busi¬
ness. , * ' ' •

Spur to Incentive
I believe in small businesses,

not because I think the future for
them will be an easy one, but be¬
cause I realize we r.eed small
business if our nation is to grow
and prosper in the American tra¬
dition. Business ownership spurs

incentive and develops character.
It will also help make our people
more conscious of our heritage of
liberty. Therefore when buying
control of a business it may be
well always to have a number of
small minority stockholders. '
The encouragement of small

business enterprise is one of; the
best ways to check the growing
trend toward more government
control. As the number of self-
owned businessmen increases.and
as they assume more responsibil¬
ity in civic and government af¬
fairs, the spread of the Federal
bureaucracy will be.slowed. -

. ' .V*..-.V/a * . ."A • \ ' ' .'V

Government Aid to Small
Business ". • /

The * Federal Department of
Commerce and many .State and
local government agencies offer
help to the small businessman.
Not long ago three major bills fa¬
voring small business passed Con¬
gress and were signed, by the
President. These provided long-
needed tax relief for small busi¬
ness. Another suggestion is to join
the National Small Business Men's
Association, 163 North Union
Street, Akron, Ohio.
Under the Small Business In¬

vestment Act, the Federal Gov¬
ernment also sponsors investment
companies whose primary pur¬

pose is io provide venture capital
for small and expanding busi¬
nesses. I strongly urge those who
start or buy their own businesses
to make good use of these govern¬

ment helps. I also suggest they
write to Mr. Ernest Gaunt, 1633
Poe Avenue, Orlando, Fla., who
has been a pioneer in this move¬

ment.

Correspondents inprincipal cities

throughout theUnitedStatesandCanqda
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Southern Accent on Power
By Dr. Ira U. Cobleigh, Enterprise Economist ,

A review and projection of progress and profits of The Southern Co,

One of the major utility holding
companies formed in the Roaring
Twenties was Commonwealth and

Southern. It had a famous Presi¬

dent, Wendell Wilkie, who battled
valiantly against the development
and expansion of TVA, a public
power facility right in the heart
of C & S territory. TVA waxed
great, while Commonwealth and
Southern was. in 1947, dissolved
and from it. a new. integrated
operating utility system emerged,
The Southern Company. It is now

the fourth largest operating util¬
ity system in the United States
serving a 122.000 square mile area
in the Southeast, having a popu¬
lation of more than 6V2 million.
The Southern Company has,

until recently, had to worry about
possible further expansion of TVA
into its service area, and that
threat was disquieting to inves¬
tors. Fortunately, however, the
Congress this year passed a law
limiting, in effect, future expan¬
sion of TVA to a maximum of

2,000 square miles, and imple¬
menting this limitation by agree¬
ments between Southern's operat¬
ing companies and a number of
the public power authorities in
the region. So now the future of
Southern Company is unclouded.
Southern Company has five

major operating companies. The
largest is Georgia Power Com¬
pany supplying electricity to 90%
of'the state, 58,000 square miles,
and 3.2 million in population in¬
cluding the cities of Atlanta,
Columbus, Macon and Augusta.
Atlanta is one of the major cities
of the Southeast, a growing center
of. commerce... industry, banking
and transportation. In ,10 years

Georgia Power has added 73%
more customers; and, in the past
five years total revenues ($129.7
million in 1958) have advanced
at'an annual rate of 8.4%. Georgia
Power accounts for almost half of

Southern Company's total reve¬

nues, and earned 5.8% on net
plant investment in 1958.
Next in importance is Alabama

Power Company, providing about
37% of. system revenues, and
serving with electricity 87% of
the State of Alabama, with a pop¬
ulation of 2,700,000 including
Birmingham, Gadsden, Mobile and
Montgomery. Here again growth
has been steady and substantial.
Gross last year was $106 million
and has been rising at the rate of
9.1% for the past five years.
To provide for their expanding

demands for electric power, Ala¬
bama Power and Georgia Power,
three years ago; formed jointly
the: Southern Electric- Generating
Company to build a one million
K. W. steam generating plant.
This was designed to provide low
cost power to both partners. The
plant is of most modern design
and construction, and by being
located practically on top of coal
mines in the Birmingham area,
eliminates heavy fuel transporta¬
tion costs. Total cost of this new

facility, which includes sizable
coal mining properties will be
around $160 million. Half of the
ultimate K. W. capacity will go
on stream in 1960. The use of this
new and economical power supply
will make substantial contribu¬
tions to net earnings of both
parent companies in coming years.
The other two subsidiaries of

Southern are smaller — Gulf
Power serving 7,000 square miles
in Northwest Florida including
Pensacola; and Mississippi Power
providing electricity to over 600,-
000 in a 11,500 square mile area

embracing the Gulf Coast of the
State and including the city of
Biloxi. Gulf Power and Mississippi
Power are of about the same size

each, now grossing around $20
million annually.
The particular reason for look¬

ing at Southern Company at this
time is that, while it is among

the more rapidly growing electric
utilities, its common stock is
available at a more ; attractive

price/earnings ratio than most of
such. Southern Company now
sells at about 20 times current

earnings, against a ratio of 25 and
more for a number of comparable
growth utilities we might cite.
Southern should earn about $1.90
this; year and its forward projec¬
tion is most interesting. By the
1,962 year-end, net is expected to
increase by 25%. Southern has
increased its common dividend
four times in the past five years.
This matter, of growth in a

utility depends importantly on
territorial increase in population,
and expansion of industrial and
residential demands for electric

power in the area served. Now in

point of population the Southern
Company service terrain' is not
growing at so rapid a rate as, say,
Arizona or Nevada. But the pur¬
chase of electric power is moving
swiftly ahead by virtue of rapid
industrialization, and the above
average growth in population and
resources in the cities served, and
in their suburban areas. Totally
the growth rate of Southern of
over 7% a year for the past five
years compares with about 5V4%
for the average utility during the
same period. For the next five
years, we would estimate for
Southern a growth rate in the
order of 8V4%.
Important in a consideration of

Southern Company is the rapid
swing away from major emphasis
on cotton growing and .textile
mills in the area. Twenty years

ago cotton was the predominant
regional crop. Now tobacco, pea¬
nuts and livestock are important.
Only 10 years ago the textile in¬
dustry contributed 37% to South¬
ern's gross, against only 25% to¬
day. The area resources particu¬
larly in timber, coal, iron, ore, oil
and natural gas plus an adequate
and low cost supply of labor have
attracted new industries. The Gulf

coast has numerous military bases
and missile areas, and the fine
deep water facilities have led to
great advances in shipbuilding,
overseas and coastwise shipping,
pleasure and commercial fishing,
and pleasure boating.
Something should be said about

rates. Southern is in the unusual

position of having sought no

major rate increases for its oper¬

ating units for several years; so
when the time comes to ask for

these, the company's petitions
should be favorably received. The
Florida Commission has had a

liberal record in considering rates,
allowing returns of 6V2 to 7% of
net plant investment. The Missis¬
sippi Commission has not been in
business long enough to set any
fixed pattern. Georgia has not
been particularly progressive in
past rate applications but Georgia
Power should be favorably con¬
sidered since it is today earning

less than 6%. Alabama is one of
the few states that include fair
value rather.'than just.historical
costs when fate increases are con¬

sidered. So in respect to regula¬
tion we see nothing particularly
to bother Southern Company in
the future.

In the two years 1959 and 1960,
Southern will have ;spent $355
million on- plant .. addition. This
calls for substantial public financ¬
ing, year by year, hewing to a

general program of capitalization;
55% in long-term debt, 10% in
preferreds and 35% in common.

This provides good leverage for
the common. The common listed
on the New York Stock Exchange
sells at 39%. It paid a $1.20 last
year, $1.30 this year, and should
pay $1.40 in 1960. •

■? - Southern "Company is a pleas¬
ingly accelerating enterprise. Its
common stock is a respected
equity buttressed by a rising long-
term curve s>of: earning power. If
a Southern exposure is favorable
to home owners, perhaps it is also
favorable to stock buyers!

Eastman Dillon Branch

Eastman Dillon, Union Securities
& Co. has opened its new mid-
town office in the Getty Building
at 660 Madison Avenue, New
York City.
The new offices will be man¬

aged by Fred J. Plimpton.
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TAX-EXEMPT BOND MARKET
BY DONALD D. MACKEY

ings at least confirms the
trend of recent weeks if only
in a token way. Other similar
indexes have shown the same

tendency.
Another evidence of basic

market ease which concerns

many is the large unsold bal¬
ance of bonds in the New

The demand for tax - exempt bidding groups had consoli-
bonds has, during the past dated) met with immediate
week, maintained the market success. The bonds were sold ^

for these securities in good out of account during a briel York State account. This $55,-
technical balance. The defer- order period. Successes of this 125,000 offering of 11/18/5.9
ment of the offering of $100,- nature, along with the un- met with some initial success.
000,000 State of California usually heavy volume of tax At present about $20,000,000
bonds from December 9 to exchange business, contrib- of bonds remain in account
January 13 relieved the mar- uted to an active, steady mar¬
ket of pressing new issue in- ket. Again this week, it has
ventory volume that had been been the aggressive . bidding
developing for weeks. For the for important new issues that
next two weeks at least, the has generally sustained the
market seems well balanced, market level. The tax ex-

f change business has created 1 ° y
oMii/Hv hut 1 hporotienllv at dar* H

with investor p rice ideas
somewhat lower than the cur¬

rent offering.

Heavy Borrowing Ahead
Another important factor

During the last week a
sizable underwritings met
with considerable'investor in¬

terest including a $16,934,000
Houston, Texas School Dis¬
trict issue offered on 12/14/59
which has been reduced to

S4.5MM unsold balance. With

new issues of lesser impor¬
tance also meeting with good
receptions^ The sec o n d a ry
market volume as expressed
by-the "Blue List" shows but
slight gain for the week. On particularly by underwriters.
12/9/59 the state and munici- Tluj Commercial and Finan-
pal bond total was $326,550,- cial Chronicle's high grade
697 as against $331,880,870 bond (20 year average) Index
on Wednesday, Dec. 16.

involves the new issue calen-

but theoretically at dar. It is light for the remain-activity,
least it balances out as a mar¬

ket factor. Actually it may be
a slight market depressant
since the ultimate purpose is
to establish loss.

However, beneath the new

issue headlines and the bond
market comments there are

factors that although sub¬
merged in the order of em-

must be considered.

der of 1959, as is usual for the
last two weeks of December,
but it expands in large vol¬
ume beginning in January.
Already scheduled are the fol¬
lowing: $13,600,000 San Fran¬
cisco, California bonds and

$11,800,000 Seattle, Washing¬
ton Water Revenue bonds

both for 1/11/60 offering;
$200,000,000 New York State
Power Authority bonds and
$8,000,000 Columbus, Ohio
bonds both for 1/12/60;
$100,000,000 State of Cali¬
fornia bonds for 1/13/60;

A Sell-Out

The $66,800,000 State

has moved off fractionally $28,089,000 State of Washing-
aga in this week Measured in ton bonds for 1/20/60. Seri-

New Jersey issue

of

awarded

yield the Index is 3.573'/ on
12/16 as against 3.565% last
week (12/9/59). This under-

12/15/59 on a single bid (the lying ease in secondary offer-

MARKET ON REPRESENTATIVE SERIAL ISSUES

Rale Maturity Rid Asked

California (State)— _ 3V2% 1978-1980 4.00% 3.80%
Connecticut (State) __ ____ 3%% 1980-1982 3.55% 3.40%
New Jersey Highway Auth., Gtd.- 3% 1978-1980 3.75% 3.60%
New York (State) 3% 1978-1979 3.75% 3.60%
Pennsylvania (State) 3%% 1974-1975 3.25% 3.10%
Vermont (State) 3%% 1978-1979 3.30% 3.15%
New Housing Auth. (N. Y., N. Y.) 3%% 1977-1980 3.40% 3.25%
Los Angeles, Calif.__, 3%% 1978-1980 4.00% 3.85%
Baltimore, Md 314% 1980 3.70% 3.55%
Cincinnati, Ohio 3V2% 1980 3.55% 3.40%
New Orleans, La. 314% 1979 3.90% 3.75%.
Chicago, 111 314% 1977 4.00%. 3.80%;
New York City, N. Y ______ 3%. 1980 4.30%. 4.20%

December 16, 1959—Index = 3.5730

DOLLAR BOND QUOTES AND RELATED INFORMATION

(Prices and yields are approximate)
First Callable Date Call Offering Net Changes Yield to

Issue— (as a whole)' Price Price from Prev. Week Maturity
Chelan Co., Wash. PUD No. 1
5% 7-1-2013...v....;.. ....... 1-1-1978 100 1081-4 —1 4.59%

Chi"rai-f>'Hai» Aii port
4%% 1-1-1999..;...........;.. 1-1-1974 1043^ 105i/2 +1/4 4.45%

Chicago Reg. Port
4% 7-1-1995.........:.. 7-1-1962 103i/2 93 -2 4.38%

Florida Turnpike Authority
•

3V4% 4-1-1995 4-1-1962 l031/2 83 -H/2 4.17%
Grant Co., Wash. PUD No. 2
3?8% U-1-2005 5-1-1966 103 94 -U/2 4.18%

Illinois Toll Highway
3%% 1-1-1995 1-1-1965 -10331, 73 +% - 5.50%

, .Illinois Toll Highway - * .

, 4r^0 T l;1!-8; 1*1-1978 10434 90 (*) 5.36%Indiana Toll Highway
■ 31/2°° .1-1-1994 .............. 1-1-1962 103 84l/2 '-1/2 4.38%
Jacksonville, Fla. Exp.

41/1,% 7-1-1992... 7-1-1967 103 103l/2 -U/4 4.06%
Kansas Turnpike Authority

. 33,8% 10-1-1994.....,.,...,.,.. 10-1-1962 103 72i/2 " (*)• 5.04%
Kentucky Turnpike Authority
3.40% 7-1-1994 .; 7-1-1960 104 90i/2 (*) 3.90%

Mackinac Bridge Authority
4% 1-1-1994... 1-1-1964 108 84l/4 -1% 4.96%

Maine Turnpike Authority
4% 1-1-1989 1-1-1958 104 813;, -ft 5.22%

Massachusetts Turnpike Authority
3-30% 5-1-1994 5-1-1962 103l/2 801/? —1/2 4 41%Massachusetts Port Authority
434% 10-1-1998 . 10-1-1969 104 102V2 -1/2 4.62%New Jersey Turnpike Authority u <•
33g% '7-I-1988,...• 7-1-1958 103i/2 93 —V2 3 77%New York Power Authority • >
3.20% M'1"5 .. .. ....... 1-1-1963 103 82 — ll/2 * 4.17%New York Power Authority .

4.20% 1-1-2006 1-1-1970 103 100 —IV? 4 20%New York Thruway Authority •

3.10% 7-1-1994 7-1-1960 103'/2 8U/2 —2 4 10%Ohio Turnpike Authority h.iw,o
31,-4% 6-1-1992... ,, 6-1-1959 103 831/2 __i 4 17%Pennsylvania Turnpike Authority
3.10% 6-1-1993.. 6-1-1959 103 si 11/ 4140/

Richmond-Petersburg Turnpike '2 4.14/o
3.45 ° 7-1-1995 7-1-1963 1031'? 79 1/0 * d M0/Tri-Dam Project, Calif. 2 ' /2 4.65 *>

'

?*MW 104 82 -y>

('fun'c'S.- •••" 105 W 3.82%

ously mentioned for offering
in January are $100,000,000
or thereabouts of Public

Housing Administration is¬
sues and a $32,000,000 Ta-
•coma, Washington, Light and
Power issue. Other important
offerings are in various de¬
grees of discussion.
With Treasury financing

of large proportions scheduled
early in the year, and with the
usual volume of corporate
underwriting looming, the
bond market level seems cer¬

tain to be tested to an extent

not recently experienced.
Heavy volume in January is
of course not unusual. In the

last few years the early year
volume has been taken with
an expansive market trend.
This January the market
seems likely to lack such
momentum and a defensive

market situation could result,

temporarily at least. In the*
meantime, however, tax ex¬

empt bonds continue to yield
handsomely..
The $66,800,000 State of

New Jersey (1963-1975) issue
was awarded 12/15/59 to a

group combining all accounts.
It included the Chase Man¬
hattan Bank-Bankers Trust

Company-The First National
City Bank Morgan Guaranty
Trust Company -Lehman
Brothers and many other'im¬
portant underwriters. The
bonds were scaled, using vari¬
ous coupons, to yield 3.40'/
for the 1974 and 1975 maturi¬

ties. Although, as previously
noted, the issue was sold out

of account in quick order,
some bonds are still available
in the Street.

The Bank of America-Blyth
& Company-The First Boston

Corporation and others pur¬
chased $2,440,000 Los An¬

geles, California 4% bonds
(1961 - 1980) on Tuesday
(12/15/50). The offering was
scaled to yield 3.85%. The
issue is reported more than
two-thirds sold.

Yesterday (Dec. 16) the
City of Richmond, Virginia,
awarded $8,800,000 (1961 -

1980) bonds to a group headed
by Drexel & Company - First
National City Bank - First
National Bank of Chicago at
a 3.31 % interest cost. The of¬

fering is scaled to yield 3.35% .

Interest in this issue is usually
general.

. •/ ' '. "• ■' " ^ if*

Dollar Issues Stable

The dollar-quoted revenue
bond issues continue to do

relatively well. The* quota¬
tions have varied little during
the past week. Statements re¬

leased this week by both the
Kansas Turnpike and the
Richmond - Petersburg Turn¬
pike indicate substantial im¬
provement during the past
year. Further improvement,
however is necessary in both
instances before charges will
be satisfactorily covered.
Other than $200,000,000

New York State Power Au¬

thority Term and Serial bonds
scheduled for offering Jan.
12, I960., there presently ap¬

pear no other negotiated type
issues ready for, or even close

to the market. Large com¬

petitive public offerings will
dominate in the first quarter
of 1960. /•

Phila. Sees. Ass'n
Receives Slate
PHILADELPHIA, Pa.—Albert A.
R. Wenzel, Manager of the Phila¬
delphia office of Francis I. duPont
& Co., has been nominated for

President of
the Philadel¬

phia Securi-
ties Asso-
ciation. Mr.
Wenzel will
succeed Spen¬
cer D. Wright,*
III, of Wright,
Wood & Co.,
whose term is

expiring.
The annual

meeting and
dinner of the
ass 0;ciation
will be held
on Wednes¬

day, Jan. 20, 1960, at The Barclay
Hotel, Rittenhouse Square, Phila¬
delphia. ?

Other officers nominated to
serve for one year were: Gordon
L. Keen of R. W. Pressprich &
Co., Vice-President; John P. Mc¬
Coy of Thayer, Baker & Co.,
Treasurer and Phillips B. Street
of The First Boston Corporation,
Secretary.
The following have been nomi¬

nated for the Association's Board
of Governors to serve for two

years: Gordon L. Keen; William
A. Lacock of E, W. Clark & Co.;
John P. McCoy and Phillips B.
Street. Henry McK. Ingersoll of
Smith, Barney & Co. has been
nominated for a one-year term on
the Board to filL a vacancy.

Alnert A. R. Wenzel

. Larger Issues Scheduled For Sale
In the following tabulations we list the bond issues of
$1,000,000 or more for which specific sale dates have been set.
Information. where available, includes name of borrower,

amount of issue, maturity scale, and hour at which bids
will be opened. -

, % December 17 (Thursday)
Miami-Trace Local Seh. Dist., Ohio 1,652,500 1960-1980 2:00 p.m.
Midland/Texas ($1,610,000 general
oblig. and $1,500,000 revenue)-. 3,110,000 ,1960-1983 2:00p.m.

North Robinson Local S. D., Ohio 1,250,000 1961-1983 7:00 p.m.
Oneida County, N. Y.____________ 1,475,000 1960-1973 2:00 p.m.
Southbridge, Mass. 1,210,000 1961-1980 11:00 a.m.

December 18 (Friday)
Adams Township Local S. D., Ohio 2,600,000 1961-1984 * Noon
Perry Local School District, Ohio 1,650,000 1961-1980 Noon

December 21 (Monday) /
Lake County (P. O. Crown Point), . . /
Indiana 2.700,000 1961-1965 11:00 a.m.

Sandusky, Ohio ._. 2,000,000 1960-1984 * 2:00 p.m.

December 23 (Wednesday)
Eastwood Number Two Local S. D.
Ohio — 1,200,000 1961-1983 Noon

Trustees of Indiana Univ., Ind.___ 1,083,000 1960-1996 10:00 a.m.
■ ■ ,.t t r . ( • n • . . ' * * '■

December 29 (Tuesday)
Ventura Union High Sch. D., Calif. 4,900,000 1961-1975 11:00 a.m.

January 5 (Tuesday)
Paramount Unified Sch. Dt., Calif. 1,000.000 1961-1985 9:00 am.
Portland, Ore.' 1.000,000 1962-1975 10:00 a.rn.

Santa Monica Unified S. D., Calif. 2,500,000 1961-1980 9:00 a.m.

January 6 (Wednesday)
San Jose, Calif. 4,435,000* 1961-1.980 11:00 a.m.

January 11 (Monday)
Red Wing, Minn 2,250,000 1962-1980 2:00 p.m.
San Francisco, Calif.— ____ 13,600,000 1961-1975
Seattle, Wash. 11,800,000 —

Shively, Ky. (revenue), 3,850,000
Spring Branch Ind. Sch. Dist., Tex. 2,892,000 1961-1990 8:00 p.m.

January 12 (Tuesday)
Columbus City School Dist., Ohio 8,000.000 1961-1983 Noon

January 13 (Wednesday)
California (State of) 2 1.000,000* 1961-1985 ________

January 15 (Friday)
Howland Township Local School
'District, Ohio —— 1,775,000 1961-1984 3:00 p.m.

January 19 (Tuesday)
Fullerton, Calif. 1,000,000 1961-1980 7:30 p.m.
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New Issue

Interest Exempt from present Federal Income Taxes

December 16, 1959

$66,800,000

State of New Jersey
4%, 3V4%, 3%% and 3.40% Bonds

Dated January 1, 1960 Due January 1, 1963-75, incl,
Principal and semi-annual interest (July 1 and January 1) payable in Newark, N. J. at The National State Bank of Newark. Coupon bonds indenomination of $1,000, registrable as to both principal and interest and, at the expense of the holder, reconvertible into coupon bonds.

Tax Exempt in New Jersey

Legal Investment for Savings Banks and Trust Funds in New York State
and for Savings Banks in Connecticut and Massachusetts

These Bonds, to be issued for State Higher Education purposes will constitute, in the opinion of counsel, valid and legally bindingdirect and general obligations of the State of New Jersey and the faith and credit of the State is pledged for the payment of theinterest thereon as the same shall become due and the payment of the principal at maturity.

AMOUNTS, COUPON RATES, MATURITIES AND YIELDS OR PRICES

Amount Rate Yield

(Accrued Interest to be added)

Amount Rate Due
Yield

or Price Amount Rate

$2,000,000 4%
2,000,000 4

2,000,000 4

2,000,000 4

1963 2.90%
1964 2.95

1965 3.00

1966 3.05

$4,800,000 4% 1967 3.10%
5,000,000 31/4 1968 3.15
7,000,000 31/4 1969 3.20
7,000,000 31/4 1970 @100
7,000,000 33/8 1971 3.30%

$7,000,000 33/8%
7,000,000 33/g
7,000,000 3.40

7,000,000 3.40

Due

1972

1973

1974

1975

Yield
t or Price

: 3.35%
@100

@100

@100

The above Bonds are offered when, as and if issued and received by us, and subject to prior sale and approval of legality by the
Attorney General of the State of New Jersey and by Messrs. Hawkins, Delafield & Wood, Attorneys, New York, N. Y,

The Chase Manhattan Bank Bankers Trust Company The First National City Bank Morgan Guaranty Trust Company Lehman Brothers Smilh,Barney&Co. Halsey,Stuart & Co. Inc. The First National Bank Drexel&Co. Shields & Companyof New York
t of New York , V of Chicago

Harriman Ripley & Co. Phelps, Fenn & Co. - C. J. Devine & Co. > The Philadelphia National Bank Salomon Bros. & Hutzler ; The Northern Trust Company Fidelity Union Trust Company National State BankIncorporated ^
Newark Newark

Merrill Lynch, Pierce, Fenner & Smith Eastman Dillon, Union Securities & Co. The First National Bank Stone & Webster Securities Corporation L. F. Rothschild & Co. Blair & Co. B. J. Van Ingen & Co. Inc. R. W. Pressprich & Co.Incorporated of Oregon Incorporated

Bear, Stearns & Co. Ladenburg, Thalmann & Co. White, Weld & Co. Mercantile Trust Company Equitable Securities Corporation Wertheim & Co. Carl M. Loeb, Rhoades & Co. Hornblower & Weeks A. C. Allyn and Company! ;

Incorporated
Bache & Co. Barr Brothers & Co. A. G. Becker & Co. Boland, Saffin & Co. J. C. Bradford & Co. / Braun, Bosworth & Co. Alex. Brown & Sons California Bank Clark, Dodge & Co. Coffin & Burr Dick & Merle-Smith

Incorporated Incorporated Los Angeles ■- Incorporated
R. S. Dickson & Company Dominick & Dominick Francis I. duPont & Co. Estabrook & Co. - First of Michigan Corporation Geo. B. Gibbons & Company Gregory & Sons- Hallgarten & Co. Ira Haupt & Co. Hayden, Stone & Co.Incorporated Incorporated

Hemphill, Noyes & Co. Hirsch & Co. E. F. Hutton & Company W. E. Hutton & Co. Kean, Taylor & Co. Laidlaw & Co. Lee Higginson Corporation The Marine Trust Company W. H. Morton & Co. F. S. Moseley & Co.
... of Western New York Incorporated

Paine, Webber, Jackson & Curtis , Reynolds & Co. Roosevelt & Cross Schoellkopf, Hutton & Pomeroy, Inc. Seattle-First National Bank Shearson, Hammill & Co. F. S. Smithers & Co. Trust Company of Georgia
. . •. . ' Incorporated ' y. " ' . \ ' • '

Tucker, Anthony & R. L. Day Weeden & Co. Wood, Struthers & Co. . Adams, McEntee & Co., Inc. ; ' American Securities Corporation Bacon, Stevenson & Co. Cruttenden, Podesta & Co.
„ Incorporated „

A. Webster Dougherty & Co. Eldredge & Co. Fitzpatrick, Sullivan & Co. J. A. Hogle & Co. The Ohio Company Stroud & Company Spencer Trask & Co. Van Alstyne, Noel & Co. Van Deventer Brothers, Inc.
.. Incorporated Incorporated

G. H. Walker & Co. Chas. E. Weigold & Co. James A. Andrews & Co. Auchincloss, Parker & Redpath Bacon, Whipple & Co. Baker, Walts & Co. Ball, Burge & Kraus J. Barth & Co. Bartow Leeds & Co. Baxter & CompanyIncorporated v. Incorporated

William Blair & Company Blunt Ellis & Simmons The Boatmen's National Bank * Bramhall, Falion & Co., Inc. Butcher & Sherrerd City National Bank & Trust Co. Julien Collins & Company Cooley & Company Fahnestock & Co.of St. Louis . Kansas City

First Southwest Company Folger, Nolan, Fleming-W. B. Hibbs & Co., Inc. Foster & Marshall Glickenhaus & Lembo J. B. Hanauer & Co. Hannahs, Baffin & Lee Hayden, Miller & Co. The Illinois Company Industrial National Bank'

^ - Incorporated of Providence

A.M.Kidder & Co.,Inc. King, Quirk & Co. John C.Legg & Company McDonald & Co. Mercantile-Safe Deposit and Trust Company The Milwaukee Company National Bank of Commerce National Bank ofWestchester Newburger,Loeb & Co.Incorporated ^ of Seattle White Plains

Newhard, Cook & Co. New York Hanseatic Corporation Wm. E. Pollock & Co., Inc. Rand & Co. Republic National Bank Rippel & Co. The Robinson-Humphrey Company, Inc. Rodman & Renshaw John J. Ryan & Co.
. . .• of Dallas

Schwabacher & Co. Singer, Deane & Scribner Stern Brothers & Co. Stern, Lauer & Co. Swiss American Corporation Third National Bank Tilney & Company Tuller & Zucker Wallace, Geruldsen & Co. J. C. Wheat & Co.
in Nashville

R. D. White & Company Robert Winthrop & Co. Wood, Gundy & Co., Inc. F. R. Cole & Co. The First Trenton National Bank MacBride, Miller & Co. Adams & Hinckley J. R. Ross & Co.
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DEALER-BROKER

INVESTMENT LITERATURE

AND RECOMMENDATIONS
IT IS UNDERSTOOD THAT THE FIRMS MENTIONED WILL BE PLEASED

TO SEND INTERESTED PARTIES THE FOLLOWING LITERATURE:

Burnham View—Monthly Invest¬
ment Lbtter — Burnham and
Company, 15 Broad Street, New
York 5, N. Y. Also available in
current Foreign Letter.

Canadian Banking Industry—Re¬
view—W. C. Pitfield & Co., Inc.,
30 Broad Street, New York 4,
N. Y.

Canadian & U. S. Bond Markets-

Report — Saunders Cameron
Limited, 55 Yonge Street, To¬
ronto 1. Ont.. Canada.

Federal and State Stock Original
Issue and Transfer Tax Rates—
Booklet on current rates —

Registrar and Transfer Com¬
pany, 50 Church Street, New
York 7, N. Y.

Fire-Casualty Insurance Stocks —

Comparative figures on 50 is¬
sues— Kidder, Peabody & Co.,
17 Wall Street, New York 5,
N. Y.

Gold and the Balance-of-Pay-
ments Deficits—Review—Dra¬

per Dobie and Company Ltd.,
25 Adelaide Street, West, To¬
ronto, Ont., Canada.

Investment Outlook —-Bulletin —

Edwards & Hanly, 100 North
Franklin Street, Hempstead,
N. Y.

Japanese Stock Market—Study of
changes in postwar years—In
current issue of "Nomura's In¬
vestors Beacon"—Nomura Secu-

, rities Co., Ltd., 61 Broadway,
New York 6, N. Y. Also avail¬
able is a review of the outlook
for Plant and Equipment Ex¬
penditures in Japan for 1959
and brief analyses of Mitsubishi
Heavy Industries, Nippon Flour
Mills Co., Iwaki Cement Co. and
a survey of the Steel Industry.

Japanese Stocks— Current Infor¬
mation —- Yamaichi Securities

Company of New York, Inc.,
Ill Broadway, New York 7,
New York.

Life Insurance Stocks—Report—
A. & J. Frank Co., Fifth Third
Bank Building, Cincinnati 2,
Ohio.

Mutual Fund Intelligence —

Monthly newsletter for mutual
fund sponsors, distributors and
dealers on trends in the indus¬

try—Kalb, Voorhis & Co., Inc.,
Woodward Building, Washing¬
ton, D. C.

Outlook for 1960—-Circular—Par-
rish & Co., 40 Wall Street, New
York 5, N. Y.

Over-the-Counter Index — Folder

showing an up-to-date com¬

parison between the listed in¬
dustrial 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.

Preferred Shares—Brochure with

particular reference to Alumi¬
num Company of Canada, Lim¬
ited, Massey-Ferguson Limited,
Canadian Pacific Railway Com¬
pany, and Traders Finance Cor¬
poration Ltd. — James Richard¬
son & Sons, Inc., 14 Wall Street,
New York 5, N. Y.

Prospecting For 1960—Potentiali¬
ties for share prices in the new

year—Francis I. du Pont & Co.,
1 Wall Street, New York 5,
N. Y. Also available is a leaflet
of 20 suggestions to save tax
money, including switch sugges¬
tions.

SEC and Proxy Contests—Reprint
of speech by Manuel F. Cohen
before a meeting of the Federal
Bar Association of New York,
New Jersey and Connecticut—
Georgeson & Co., 52 Wall Street,
New York 5, N. . Y.

Stocks — Suggestions in various
categories — Harris, Upham &
Co., 120 Broadway, New York

; 5, N. Y. .• •' •
Tax Switch Problems—Review—
New York Hanseatic Corpora¬
tion, 120 Broadway, New York
5, N. Y.

Total Corporate Impact — Booklet
on the establishment of a favor¬
able "corporate image" — Al¬
bert Frank-Guenther Law, Inc.,
131 Cedar Street, New York 6,
N. Y.

What's Ahead For the Oils — In
the December issue of "Ex¬

change" — The "Exch a n g e"
Magazine, 11 Wall Street, New
York 5, N. Y.—20 cents a copy;
$1.50 per year. Also in the same

issue are data on Medusa Ce¬

ment, Crowell Collier Publish¬
ing Company, etc.

* *

Allied Radio Corporation—Review
—The Milwaukee Company, 207
East Michigan Street, Milwau¬
kee 2, Wis. In the same circular
are data on Magnavox Com¬

pany. Also available is a report
on Standard Steel Products

Manufacturing Company.
American Felt Company — Anal¬
ysis—May & Gannon, Inc., 140
Federal Street, Boston 10, Mass.

American Motors—Bulletin—-Van

Alstyne, Noel & Co., 52 Wall
Street, New York 5, N./Y. Also
available are data on J. P.

Stevens, Falstaff Brewing, Con¬
solidated Freightways, and
Heublein, and memoranda on

Cluett, Peabody & Co., Consoli¬
dated Edison Co., Emerson Elec¬
tric Manufacturing Co. and Walt
Disney Productions.

American Viscose—Data—Herbert

, E. Stern & Co., 52 Wall Street,
New York 5, N. Y. Also in the
same circular are brief data on

Revlon. - ' r V v -■VU'C'.>;'•/-'
Assembly Products,. Inc.— Report

Straus, Blosser & McDowell, 111
Broadway, New York 6, N. Y.
Also available are reports on

Moore Handley Hardware Co.,
Borman Food Stores, Inc. and

Buckingham Freight Lines.

Bank of Nova Scotia— Report —
, Ross, Knowles & Co., Ltd., 25
Adelaide Street, West, Toronto,
Ont., Canada.

Bettinger Corporation— Analysis
—William R. Staats & Co., 640
South Spring Street, Los An¬
geles 14, Calif.

Borg-Warner Corp—Memorandum
—Dean Witter & Co., 14 Wall
Street, New York 5, N. Y.

C. Brewer & Co., Liu.—Memoran¬
dum—Butcher & Sherrerd, 1500
Walnut Street, Philadelphia 2,
Pa.

British Industries Corp.— Memo¬
randum — Jaffee, Leverton,
Reiner Co., 2 Broadway, New
York 4, N, Y. , • -

Buckingham Freight Lines—Anal¬
ysis — Cruttenden, Podesta &
Co., 209 South La Salle Street;
Chicago 4, 111. • v" •

Chrysler Corp.— Memorandum —-

Oppenheimer & Co., 25 Broad
Street, New York 4, N. Y.

Colgate-Palmolive — Report —

du Pont, Homsey & Company,
31 Milk Street, Boston 9, Mass.
Also in the same circular are

reports on National . Shawmut
Bank, Peabody Coal and Wash¬
ington Water Power.

Collins Radio Co. — Memorandum

—Murch & Co., Hanna Building,
Cleveland 15, Ohio.

Cott Beverage — Review — Ira

Haupt & Co., Ill Broadway,
New York 6, N. Y.

First Charter Financial Corpora¬
tion—Analysis—A. C. Allyn
Co., 122 South La Salle Street,
Chicago 3, 111. Also available is
an analysis of Sorg Paper Com¬
pany.

General Electronics, Inc— Report
—B. S. Lichtenstein & Com¬

pany, 99 Wall Street, New York
5, N. Y.

Great Northern Gas Utilities Ltd.

—Analysis — Annett Partners
Limited, 220 . Bay Street, To¬
ronto, Ont., Canada.

International Business Machines

Corp.—Data—Alfred L. Vanden
Broeck & Co., 55 Liberty Street,
New York 5, N. Y. Also in the
same circular are data on Ad-

dressograph Multigraph Corp.,,
Colgate - Palmolive Co. a n d
Miles Laboratories.

ITI Electronics, Inc. — Analysis—
Edward Lewis Co., Inc., 82
Beaver Street, New York 5,
N. Y.

Kelsey-Hayes Company— Review
in Decemb e r "I nvestor's
Reader"—Merrill Lynch, Pierce
Fenner & Smith, Incorporated,
70 Pine Street, New York 5,
N. Y. In the same issue are re¬

ports on Avco Corp., "Chesa¬
peake Corp. of Virginia, Inter¬
national Harvester Company,
Ilarshaw .Chemical, May De¬
partment Stores, Charles Bruit¬
ing Company, American Photo¬
copy Equipment Company and

Royal McBee Corp, Also, avail¬
able are memoranda on Chase
Manhattan Bank, Rohm & Hass
Co. and Wheeling Steel Corp.)

(James) Lees< & Sons Company—
• * Analysis—Bache & Co., 36 Wall
Street, New York 5, N. Y. Also
available is an analysis of Bell

•. Telephone Company of Canada
Ltd. and a list of representative
Canadian Securities. ;

Mansfield Tire . & Rubber Com¬

pany — Report— Alkow & Co.,
--Inc., 50 Broadway, New York 4,
N.. Y.

W. L Maxson Corporation—Anal¬
ysis—Hi Hentz & Co., 72 Wall
Street, New York 5, N. Y. Also

available is a memorandum on

Washington Gas Light Co.
McCandless Corporation — Anal¬
ysis—Aetna Securities Corpora¬
tion, 111 Broadway, New York
6, N. Y.

Moog Servocontrols, Inc. — Memo¬
randum—Shearson, Hammill &
Co., 14 Wall Street, New York
5, N. Y. .

Ohio Oil Company — Analysis —

Hornblower & Weeks, 40 Wall
Street, New York 5, N, Y.

Pipeline Corporation — Analysis—
Carothers & Company, Inc.,
Mercantile Bank Building, Dal¬
las 1, Texas.

Robertshaw Fulton—Report—Hill,
Darlington & Co., 40 . Wall
Street, New York 5, N. Y. Also

- available is a memorandum: on
Harris Intertype Corp. ' -

Texas Eastern Transmission Corp.
—Memorandum — Scherck

• Richter Co., 320 North Fourth
Street, St. Louis 2, Mo.

Thiokoi Chemical Corporation -
Report—Thomson & McKinnon,

1 2 Broadway, New York 4, N. Y.
Thrifty Drug Stores Co., Inc. —

^Analysis—Hill Richards & Co.,
621 South Spring Street, Los
Angeles 14, Calif. >

United States Steel Corporation-

Analysis—Reynolds k Co., 120
Broadway, New Yerk 5, N. Y.
Alsc available are reports on
American Steel Foundries and

Spiegel, Inc.
Vulcan Materials Company —Re¬
port—Bertrand W. Hall & Co.,
52 Broadway, New York 4, N. Y.

Warner Lambert Pharmaceutical
- Co.—Analysis—A. M. Kidder &
Co., Inc., 1 Wall Street, New
York 5, N. Y. Also in the same

circular are data KaweckjL
^Chemical Co. and Torrington
Co.? p'.'.Up ' k..,. k {■(■

Western Light & Telephone Com¬
pany, Inc.— Analysis — Troster,
-Singer & Co., 74 Trinity Place,
New York 6, N. Y ' . (

Wilcpx Electric Co. — Memoran-
> dum^—Sterh Bros: 'k Co., 1000
; Baltimore Avenue. Kansas City

5, Mo/ p■; j '

Shilling law, Bolger Branch
WAUKEGAN, 111. — Shillinglaw,
Bolger & Co. has opened a branch
office at 307 Washington St. under
the direction of Benjamin Weiner:

For financial institutions only—

Recent Trading Favorites

Burndy Corp.

Wurlitzer Co.

Marquardt Corp.

Bought

Brush Beryllium

Beryllium Corp.

Botany Industries

Sold

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

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

This announcement is not an ojjer oj securities for sale or a solicitation oj an ojjer to buy securities."

New issue \ December 16, 1959

$8,000,000

Copperweld Steel Company
5% Convertible Subordinated Debentures

due December 1, 1979

Convertible into common stock at $56 per share, subject to the
Company's right of redemption

Price 100%
plus accrued interest from December 1, 1959

Copies oj the prospectus may be obtained from such of the undersigned
(who are among the underwriters named in the prospectus) as may
legally ojjer these securities under applicable securities laws.

Dillon, Read & Co. Inc. i Riter & Co.

Blyth & Co., Inc. Eastman Dillon, Union Securities & Co. Hemphill, Noyes & Co.

Hornblower & Weeks Paine, Webber, Jackson & Curtis

Reynolds & Co. Singer, Deane & Scribner
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British Bank Rate Outlook
By Paul Einzig

Reporter from England doubts that the London Bank rate will be in¬
creased so long as the gold outflow remains moderate and the cost
of living stays stable. He notes the resurgent effect this expectation
has harf on the London Stock Exchange and the foreign exchange
market. Criticism is directed, however, at West Germany's mone¬

tary authorities for not selling forward Deutschmarks to offset the
incoming flow of gold which, it is averred, should be going to the

„ . I United States.

LONDON, England — Both the
London Stock Exchange and the
foreign exchange market appear
to have got over the Bank Rate
scare that dominated sentiments
earlier this month. The Financial
Times index of industrial equities
.has surpassed its previous records,
.even though the rise is now much
more selective than it was before.
It is no longer possible to "pin¬
point the winners" as it was until
recently when it took an overdose
of bad luck for anyone to choose
an equity which remained aloof
from the rising tide. The recent
rise in the index represents an

average between the very spec¬
tacular increases of some prices
and the almost complete absence
of increases in many other prices.
However, that the trend is still
upward is due to the fact that the
markets no longer expect an im¬
mediate increase in the Bank rate.

Likewise, sterling became some¬
what firmer and for a day or

two it rose once more to a

premium against the dollar, only
to slide back to a discount. Its
weakness is not so pronounced,
however, as to call for a higher
Bank rate. Although the authori¬
ties must be losing gold by sup¬

porting sterling in the market, the
extent of the losses is not be¬
lieved to be very large. Nor is
there undue concern about the

widening of the gap between im¬
ports and exports in November
at any rate as far as the imme¬
diate future is concerned. It is
felt that, for the present at any

rate, Britain can afford to lose
some gold without having to take
steps to check the outflow.
In any case the view is held

that the recent reversal of the
flow of gold to Britain must be
viewed in connection with the

American gold position. If
Britain's loss should be America's

gain then enlightened opinion in
London would almost welcome

the outflow—at any rate so long
as it remains moderate. The im¬

portance of checking the gold
drain from the United States is

widely realized over here, espe¬

cially in official circles which
would not in existing circum¬
stances think of trying to check

a westward flow of gold either
by raising the Bank rate or by
resorting to the device of support¬
ing forward sterling in order to
discourage the withdrawal of
funds through interest arbitrage.

Selling Forward Deutschmarks

Unfortunately up to the time of
writing Britain's loss of gold
seems to have been the gain, not
of the United States but of West¬
ern Germany. The higher German
Bank rate appears to have drawn
considerable amounts of gold from
various quarters, judging by the
increase in the German gold re¬

serve. There is some criticism in
London of the German Bank rate

policy which, intentionally or

otherwise, attracts gold to in¬
crease a gold reserve which is
already too large in relation to
Germany's international require¬
ments. It is of course argued that
this is merely an incidental effect
of the Bank rate increase which
was decided upon primarily in
order to resist domestic inflation.
But surely the German mone¬

tary authorities would be well in
a position to neutralize such effect
of the Bank rate, if it is un¬

intentional, by selling forward
Deutschmarks, thereby making it
less profitable for arbitrageurs to
transfer funds to Frankfort. Un¬
less this is done the deflationary
effect of the higher Bank rate is
liable to be offset by the expan¬

sionary effect of the gold inflow.
Britain has no intention at

present to follow the German ex¬

ample. The London Bank rate is
expected to be kept low for some
time, in order to avoid inter¬
fering with the efforts of the
American authorities to check the

outflow of gold. There is of course
a limit beyond which Britain
could not afford to allow the re¬

serve to weaken. But that limit
is still at some distance, and no
defensive measures are considered

necessary for the time being.

What the Bank Rate Depends Upon

Those trying to form an idea
about British Bank rate prospects
are advised to focus their atten¬
tion to the British domestic situa¬
tion rather than on the technical

We recommend for
appreciation and liberal return

Dixon Chemical Industries, Inc.
-

. 6% Debenture Bonds

Due December 1, 1978

Approximate Price 74

Yield about 8.10%

Hardy & Co.
Established 1925

Members New York Stock Exchange
Members American Stock Exchange

30 Broad Street, New York 4

strength of sterling. So long as
the index of the cost of living
in Britain will continue stable a

further decline in the gold reserve
is not likely to frighten the Brit¬
ish authorities into raising the
Bank rate to a level unwarranted

by domestic economic conditions.
It is only if and when British
prices should resume their rise
that such a measure would be¬
come imminent. Meanwhile the
Chancellor of the Exchequer is
intensifying his efforts to induce
industrial firms to lower their

prices. These efforts ; have not
been altogether unsuccessful in
recent months, as there have been
a number of cuts the effect of
which has been to neutralize the
continued rise in other prices.
Whether this resistance to the

resumption of inflation will be
successful will depend on the
possibility of resisting wage in¬
creases.

From this point of view the
outlook is none too satisfactory.
While resisting excessive wage

demands, employers in a number
of industries have conceded
shorter working hours. It is argu¬
able that this is the smaller evil,
because the resulting increases in
overtime pay are more flexible
than an increase in basic wage
rates. While it is inconceivable

today that any trade union would
ever consent to a cut in wages, a
decline in demand for manufac¬
turers can be met by a reduction
of overtime. At present, amidst
the growing scarcity of labor,
however, additional overtime pay
is fully as inflationary as an in¬
crease in wages.

The Government is hoping
against hope that before the next
round of wage increases is
granted, an obvious decline in
prices might induce the unions to
abandon or moderate their de¬
mands. It seems to be unlikely
however that the unions do so

in existing circumstances.

Dempsey-Tegeler Adds
(Special to The Financial Chronicle)

CHICAGO, 111.—Arthur J. Sund-
strom, Jr. has been added to the
staff of Dempsey-Tegeler & Co.,
209 South La Salle Street.

W. Mayo-Smith

Investment Ass'n
Of New York's
Annual Dinner
The Investment Association of
New York held its annual dinner
Dec. 15 at the Waldorf Astoria.
Over 590 were present, the largest

attendance on

record for the

gr o up's an¬
nual affair.
John J. Mc-

Cloy, Chase
Ma nh a ttan

Bank, the
guest of hon¬
or, gave an off
the record ad-

dress to the

group. Hon¬
ored - guests
were Amyas
Ames, Kidder,
Peabody &
Co.; John D.

Baker, Jr., Reynolds & Co.;
Charles Bergmann, R. W. Press-
prich & Co.; Henry C. Brunie,
Empire Trust Co.; T. Jerrold
Bryce, Clark, Dodge & Co.; Wil¬
liam. Chappell, First Boston Cor¬
poration; Joshua Davis, Blair &
Co., Incorporated; Paul Devlin,
Blyth & Co., Inc.; Edward Glass-
meyer, Blyth & Co., Inc.; George
Gregory, Gregory & Sons; Robert
C. Johnson, Kidder, Peabody &
Co.; Charles E. Kock, Dillon, Read
& Co.; James J. Lee, W. E. Hutton
& Co.; Edward T. McCormick,
American Stock Exchange; Allen
J. Nix, Riter & Co.; G. H. Walker,
Jr., G. H. Walker & Co.; and
Walter W. Wilson, Morgan Stan¬
ley & Co.
Members of the Executive

Board of the Investment Associa¬

tion are Worthington Mayo-Smith,
Blair & Co., Inc., President; John
G. Peterkin, Gregory & Sons,
Vice-President; David C. Clark,
Clark, Dodge & Co., Secretary;
James F. Burns III, Blyth & Co.,
Inc., Treasurer; John E. Friday,
Jr., Morgan Stanley & Co.; Wil¬
liam J. Ruane, Kidder, Peabody
& Co., Vincent C. Banker, R. W.
Pressprich & Co.; Arthur B. Tre-

man, Jr., Dillon, Read & Co.;
J. Stuart Lovejoy, Reynolds &
Co.; and Frederick S. Wonham,
G. H. Walker & Co.

NASD District 12
Names to Comm.
Edward H. Ladd 3rd, First Boston
Corporation, and Avery Rocke¬
feller, Jr., Dominick & Dominick,
have been elected Governors of
National. Association of Securities
Dealers District No. 12, which
covers New York, Connecticut and
part of New Jersey.
Others named to the district

committee were George T. Flynn,
Hornblower & Weeks;, Herbert A.
Goldstone, Wertheim & Co.; Jonas
H. Ottens, Salomon Bros. & Hutz-
ler; Arthur C. Turner, New York
Hanseatic Corporation, and Alfred
J. Ross, Dick & Merle-Smith.

John Kemper Co.
To Be NYSE
Member Firm
LIMA, Ohio—John A. Kemper &
Company, 121 West High Street,
members of the Midwest Stock

Exchange, on Dec. 23 will become
members of the New York Stock

Exchange, with the acquisition of
a membership by John A. Kemper,
Jr., senior partner. Other members
of the firm are Willa H. Kem¬

per, general partner, and Luella
M. Heath, E. Kathryn Morrison,
Thomas W. Meeder, Fern A.
Templin, and Ralph U. Leser, lim¬
ited partners.

Robert M. Reay Joins
Milwaukee Company

St. Paul, Minn.—Robert M. Reay,
former financial editor of the old
St. Paul Daily News, has joined
The Milwaukee Co., Endicott
Building, as a registered repre¬
sentative.
In addition to his newspaper

experience, Mr. Reay was associ¬
ated for 21 years with the Whirl¬
pool Corp. as commercial sales
manager. .

370,000 Shares

Behlen Manufacturing Company
Common Stock

- (Par Value $1.00 Per Share)

Price $15.50 Per Share

This announcement constitutes neither an offer to sell nor a solicitation
of an offer to buy these securities. The offering is made only by the Pro¬
spectus, copies of which may be obtained in any State from such of
the undersigned as may lawfully offer these securities in such State.

Smith, Barney & Co.

Kirkpatrick-Pettis Company

Eastman Dillon, Union Securities & Co

Hornblower & Weeks

Paine,Webber, Jackson & Curtis ,
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First Trust Company
of Lincoln, Nebraska

Goldman, Sachs & Co.
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DeanWitter & Co.
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Setting Our National
Fiscal House in Order

By Hon. Present! Bush.* V. S. Senator from Connecticut
Well known for his Senate battles against the "easy money"
arguments advanced by his colleagues, Senator Bush reviews past
session's events with regard to the Administration's "sound dollar

1
legislation. The Senator reports that when Congress reconvenes the
President will renew his request to the legislators to waive the
|i/4% interest rate ceiling on long-term government bonds until
the debt management problem is brought under control. Further,
in quoting George Kennan's recent warning, he states one of our first
and greatest tasks must be to set our national fiscal house in order.

other disruptive effects upon our I use the term to describe those
society. . who fought against balancing the
That kind of taxation by decep- budget,

tion, in complete disregard of the .. 1 use the term to describe those
principle of ability to pay, is an wbo insist upon the government
evil we must shun. Cruel, dis- financing the debt by methods
honest, it bears most heavily on which barely fall short of switch-
those who can least afford it. in# on the presses at the Bureau
. because it is hidden, the of. Engraving and Printing and The budgeT for "the current fiscal
inflation tax has great appeal; tp trucking away the greenbacks. ... year not long ago appeared to be
nr««5iv» tf^m«awhirh' - when the 86th Congress con- in precarious balance, althoughpressu e g u s *

^ - venGC| ias^ January, the inflation- now we fear a substantial deficit
vantage lor themselves at the e - ists were ricling high. Recession- because of the effects of the steel
pense of the weaker eleme ts; 1 born victories in the Congressional strike. And, Congress did insist
our society the;bociai security-...-elections of .1958 had resulted in upon more spending than the
pensioners,,t e a c ier s, preachers ^pp^heavy majorities for the op- President recommended, and re-

servative and moderate Demo¬
crats, feeling the public pulse,
joined Republicans in resistance
to massive government spending.
The outcome was partial victory

for believers in a sound dollar.
The worst of the extravagant
spending schemes were blocked.

and all who must live on rela¬
tively fixed incomes. '

; ; . 'Senate.;. The radical Democrats, taxation as much as he had pro-
Accordingly, I urge ■ .continued, who control their party on the posed.

■

, .... ' .. - tt c qoxrinirc an<* even increased efforts to in- national level, if not in Congress, Th rpc;nif waq fln increase in
We live in an age of anxiety million holders of U. S. S g form the public of the economic proposed spending billions of dol- '
and danger. The world is divided Bonds, worth $47 bil ion. facts of life. lars to cure a recession
into two hostile camps, each As a member of the Joint Sen-
armed with the

weapons of
destruction
and annihila¬
tion.
Presi d en t

Eisenhower is
now o n a

global mission
of peace. His
momen tous

tour of 11
countries on

three conti¬
nents is a

dramatic
demonstration
of America's

genuine desire
for a just and enduring peace. Our

which ne* exPenc^ures ^or current
camps, eacn As a member of the Joint sen- This t seSsion, pf. Congress .already had yielded to recovery, an? airTncrease in net7expendi-
most terrible ate-House Economic Committee, I was an unending struggle between - ~ —- — -

U „ na<?t vear «» «y.yrv.. . In the face of these seemingly Hires for future years by an addi-
JlSfnnc hv iome nrofessional inflatipmsts, on the one hand, and hopeless odds, the President stood tional $11.5 billion,suggestions by so^professional believerS in a SOUnd dollar for firm jn his fight for a sound and But of far more serious conse-economists

n a vear is econom*c growth,- new; jobs, and honest ^dollar, fo^tr fpspal responsi- auenc'e was the reckless refusal
needed' 'sfimSla'te eSc the other. ; % X^bility k government and a bal- ft? SSrfPrestenj
growth. - Attacks Inflationists ; anceci budget for the current fiscal Eisenhower's request that the
With that point of view I com- In speaking of inflationists,* I ^'^outstanding demor TreaSU1T **

pletely disagree.
. should make it clear ^hat^I refer of leadership, President Eisen-

Not only do I believe that rea- to membeis of the radical wing bower mobilized public opinion
sonable stability of prices pro- of the opposition party, and spe- behind him Dartiv bv anneal to
vides an essential condition to cifically exclude from the term the nation and nartlv bv iudicious
economic growth, but I cannot the more moderate and conserva- me n811,011 ana paruy py juaicious
regard with complacency the
achievement of growth — if it
could be so achieved — through

year,,

In an outstanding demonstration it needs for sound, non-inflation¬
ary management of the $290 bil¬
lion national debt. :

Despite the fact that the Presi¬
dent, in a special message, re¬
ferred to his debt management
proposals as the most important

Prescott Bush
the imposition of an insidious,
hidden tax upon the thrifty.

An annual 3% inflation would

This announcement is under no circumstances 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 December 16, 1959

+ . -p. _ . use of his veto power. The Re-tive Demociats. . .

^ publican minorities in the House r _r

What do I mean by inflationists? and Senate closed ranks in his issue to come before the Congress,
I use the term to describe those support. By Spring, the inflation- no action was taken to remove the

who, in times of general prosper- ists had been forced to retreat. In- outmoded 4*4% interest ceiling on
ity and rising business activity, on stead of recession they had pre- new issues of long-term market-
the very threshold of a ' boom, dieted during campaigns in order able Treasury bonds,

prayers lor his safety and the impose a tax of $24 billion a year advocate and promote massive to win the elections, there were Shortly before adjournment,
success of his mission go with him. upon the $800 billion in savings government spending even in ex- clear signs of general prosperity Congress did enact legislation to
But until genuine peace can be I have listed, to say nothing of its cess of income. and an approaching boom. Con- increase the interest rate ceiling

achieved — and great difficulties
must be overcome to achieve it^—
the military strength of America
and her allies must be maintained
and strengthened. The Soviet
Union's achievements in rocketry
and missiles demonstrate the
nature of the miltary threat that
confronts us. , .

We face competition from the
Communist bloc in other fields as

well. The underdeveloped and
uncommitted nations of the world
are watching to see which system
of government, democracy or
communism, can produce the best
results for their peoples. The out¬
come of this struggle will decide
whether the United States or the
Soviet Union ranks as the world's
first power.

Are we, as a people, taking this
contest seriously enough? Have
we the will to make the sacrifices,
impose the self-discipline, and do
the hard work that is needed to
insure our victory?
I shall discuss these questions

later, but first I should like to
review some of the events of the

past session of the Congress in the
battle for a sound, honest dollar.
For this battle has a bearing on
the larger problem of the Com¬
munist challenge to our position
in the world. If we lack the will
to achieve fiscal responsibility in
government, and maintain a stable
currency, we shall weaken the
credit of the United States upon
which depends all our strength,
military as well as economic.
The people's stake in the in¬

tegrity of the dollar is enormous.

The current volume of savings in
fixed dollar contracts, according to
the Treasury Department's latest
figures, approaches S800 billion.

Answers Creeping Inflation
Thesis

The largest accumulation of
savings in that total is more than
•>>500 billion in life insurance poli¬
cies issued by your industry, held
by 112 million people. There are

also 22 million accounts in savings
banks, worth $34 billion; 25 mil-
lion share-holdings in savings and
loan associations, worth $51 billion;
19 million participants in private
pension plans, with assets of $37
oillion; 106 million w orkers
covered by the Social Security
System, with assets of $23 billion;
37 million thrift accounts in com¬
mercial banks savings depart¬
ments, worth $65 billion: and 40

800,000 Shares

Public Service Electric

and Gas Company
Common Stock

(without nominal or par value)

Price $36,375 per Share
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on U. S. Savings Bonds from 3 V\ %
'

'*;• to 4*4%; Although clearly neces¬
sary, action on savings bonds
alone was inadequate. The re¬
fusal to lift the ceiling on long-

1 term Treasury marketable bonds
. forces the Treasury to follow in-
- flationary debt management poli-
: cies which can undo much of the
; good which we could achieve by
a balanced budget and the sound

. monetary policies of the Federal
Reserve Board. •

Following adjournment, Presi¬
dent Eisenhower said that the re-

; fusal of Congress to permit sound,
orderly management of the na¬
tional debt was—and I quote his
words—"one of the most serious
things that has happened to the
United States in my time." And
he was right!
Why is it so serious? - ,

Points Up Seriousness of
Congressional Inaction

Because upon proper manage¬
ment of the debt, and upon a
demonstration by Congress that it

•

stands for fiscal responsibility in
'

our national government, depends
the credit of the United States,
and that credit is the foundation
of our own national security and
that of the entire free world.
The President has served notice

that when the Congress recon¬
venes next month he will renew

< his request that the Treasury be
given permission to pay more, if

• necessary, than 4*4% on long-
term marketable bonds until the
debt management problem is
brought under control. This is the

. most complex, least understood
. and most important issue to face
. the 86th Congress.

It is an issue which readily
. lends itself to demagoguery. We
• already have heard plenty of that
in the past session. For this rea¬
son, I urge the life insurance in¬
dustry not to relax its efforts to
inform the pubilc of the under¬
lying economic facts.
I have alluded to the challenge

to America's world leadership
. made by the Soviet Union, and
. questioned whether we, as a peo¬
ple, have the will to meet that
challenge.

Says We Can't Ignore Kennan's
Warning

Recently, I observed some re¬
marks by George Kennan, former
Ambassador to Russia during the
Truman Administration. He said
this: v

ing, we are engaged in another
kind of war in which the price of
defeat will be America's decline
as a world power and the loss of
our individual freedoms.
This is a rich and powerful na¬

tion. We can afford to pay what¬
ever it costs to maintain and im¬

prove our national defense, to
raise the quality of education, and
to do whatever else must be done
to keep ahead of the Soviet Union.
But we cannot afford waste and^

extravagance in_ government any
more than we can in private life.
Nor can we afford the luxury of
.long strikes in crucially important
national industries—strikes which
slow down our rate of economic,
growth, already lagging behind
Russia's, v •< v ... . '
There must be more self-dis-

cipline throughout the fabric of
our society. a .

' And one of our:firsi'and great¬
est tasks must be to set our na¬

tional fiscal house in order.

*'An address by Senator Bush before
the Life Insurance Association of

America, New York City, Dec. 9, 1959.

Aim, Kane Adds
(Special to The Financial Chronicle)

CHICAGO, 111.—Frank O. Widbin
has been added to the staff of

Aim, Kane, Rogers & Co., 39
South La Salle Street.

Kuhn, Loeb & Co.
Admits 2 Partners
Kuhn, Loeb & Co,, 30 Wall Street,
New... York Cityr. investment
bankers, announced that John M.
Leonard and Nathaniel Samuels

John M. Leonard Nathaniel Samuels

will be admitted as general part¬
ners of the firm as of Dec. 31,
1959, subject to the approval of
the New York Stock Exchange,
and that Gilbert W. Kahn, Percy
M. Stewart and Robert F. Brown,
heretofore general partners, will
become limited partners.
The firm stated that Messrs.

Kahn, Stewart and Brown, while
divesting tnemselves of participa¬

tion in day-to-day operations, will
continue their interest in the af-

- fairs oL certain of the firm's clU
ents. Mr. Kahn became a Gen¬
eral Partner in 1931; Mr. Stewart
and Mr. Brown, general partners
since 1941, have been associated
'•with the firm for 53 and 27 years,
respectively.-

- Mr. Leonard, with the firm
since 1924, is Office Manager, and
Mr. Samuels, who joined the firm
in 1955, is Manager of the Foreign
Department. He is a Director of

Sofina,,. S.: A., an.-international
public itility, investment and en¬

gineering company with head¬
quarters in Brussels, B e 1 g i u m,
with which company he was asso¬
ciated prior to joining Kuhn,-
Loeb & Co., and is also a Director
of Transoceanic Development Cor-,
poration Ltd.

... It was also announced that the"
New York Stock Exchange mem¬

bership of the firm will be trans¬
ferred from Mr. Brown to J. Em¬
erson Thors, a General Partner
since 1948, subject to the approval
of the New York Stock Exchange

.Chemical-Bank
Names Copeland
To Board

New Sutro Office

Sutro Bros. & Co., members of the
New York Stock Exchange, has
opened a new mid-town office at
20 East 46th Street, New York
City.

Lammot du Pont Copeland has
been elected to the board of di¬
rectors of Chemical Bank New

. "
. - York Trust

Company,
has been ap-

•

nounced by
"Harold H.
Ifelin,.Chair*
m a n . Mr.

Copeland is a

Director,Vice-
President and

' member of the

yE xecutive
\i Committee.of

■PjBg E. I. du Poiit
de Nemours &

■HHttfeJCHHI Company. He
L. du Pont Copeland is the great

grandson of E.
I. du Pont, founder of the company.

In 1958, the French Government
bestowed the Legion d'Honneur
with the grade of Officer on Mr,

Copeland for his long and great
a f fe c t i o n and friendship for
France.

; "If you ask me, as an historian,
let us say—whether a country in

, the state this country is in today,
with no highly developed sense of
national purpose, with the over¬
whelming accent of life on per¬
sonal comfort and amusement,
with a dearth of public services
and a surfeit of privately sold
gadgetry, with a chaotic trans¬
portation system, with an educa¬
tional system where quality has
been extensively sacrificed to
quantity, and with insufficient
social discipline even to keep its
major industries functioning with¬
out grievous interruptions—if you
ask me whether such a country
has, over the long run good
chances of competing with a pur¬

poseful, serious disciplined so¬
ciety such as that of the Soviet
Union, I must say that the answer
is 'no'."
We cannot ignore this warning.

Having recently visited our mili¬
tary outposts in the larger NATO
alliance countries and only just
returned from an extended tour
of our bases in the Far East, I
share the deep concern of George
Kennan. We face determined, en¬
ergetic, powerful enemies, and we
must achieve a sense of national
purpose, a willingness to work
and sacrifice to preserve the
values we hold precious before it
is too late.

In two World Wars, the Ameri--
can people have demonstrated that
they can rise to the occasion in
time of trial and crisis.

Now we all must understand
that although guns are silent and
missiles and bombs are not fall-
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The State of

TRADE and INDUSTRY

Steel Production

Electric Output

Carloadings

Retail Trade .

Food Price Index

Auto Production

Business Failures

Commodity Price Index

r
Encouraging outlook for the year
ahead emerges from a pre-analysis
of Business 1960 by more than 100
credit and financial leaders in 25
basic and major industries ques-
tionaired by Edwin B. Moran,
Executive Vice-President of the
National Association of Credit
Management. The nucleus of the
study, summed up in the Monthly
Business Letter of the association,
were the answers of the organiza¬
tion's officers and directors to 18
specific questions.
Sales volume in 1960 will be

greater than this year's, declare
84.53%, and profits also will be
higher, most executives agree.
However, four-fifths of those par¬
ticipating doubt that dividends
will increase.

More than half the executives

expect that the prices of their
companies' profits will go up, fol¬
lowing the trend which has been
pronounced in the past year. Far
more, however, predict their wage
scales will advance, indicating
that the companies will hold the
line as best they can against pass¬
ing on to retailers, and consumers
the pressures exerted by the
largest single factor in rising costs
of manufacturers and wholesalers
—the soaring payroll.

Practically o n e - h a 1 f of the
financial leaders say their com¬

panies will increase their invest¬
ment in plant and equipment, and
more than that number look for
a greater outlay for revision and
automation of office procedure
and installation of new machines.

Bank Clearings Up 9.4% From
1958 Week

Bank clearings this week will
show an increase compared with
a year ago. Preliminary figures
compiled by the "Chronicle,"
based upon telegraphic advices
from the chief cities of the coun¬

try, indicate that for the week
ended Saturday, Dec. 5, clearings
for all cities of the United States
for which it is possible to obtain
weekly clearings will be 9.4%
above those of the corresponding
week last year. Our preliminary
totals stand at $27,653,210,908
against. $25,281,075,758 for the
same week in 1958. Our compara¬

tive summary for some of the

principal money centers for the
week follows'.

Week End.

Dec. 12—

-—000 omitted—
1050 1058 To

•f 21.5
+ 0.9
+ 0.1
+ 11.6

Ne^v York $1:5,708,330 $11,308,371
Chicago 1,200,112 1,123,110
Philadelphia 1,003,000 1.002,000
Boston 750,984 073,055

Complete details of bank clear¬
ings throughout the nation appear
on page 47 of our Monday, Dec.
14, edition.

Steel Industry Determined to
Prevent Price Rise

The steel industry will not sign
an inflationary contract with the
United Steelworkers unless forced
to by the Federal Government,
"The Iron Age" says.

Encirclement tactics of the
union throu'gh settlements with
other basic industries will have no

effect on the deadlocked steel ne¬

gotiations, the national metal-
working weekly predicts.
First step of Steelworker Presi¬

dent David J. McDonald's plan of
massive encirclement was agree¬
ment with Kaiser Steel Corp. and
other small steel producers. It
was followed by contracts with
copper producers and the can
manufacturers. And settlement
with the aluminum industry ap¬

pears imminent.

But if there is an enforced set¬
tlement that the steel industry
considers inflationary, steel prices
may advance, "The Iron Age"
says.

The magazine says that it is no
secret that many in the steel in¬
dustry are furious with the terms
of the can companies' settlement
with the USW, and the immediate
increase in can prices. .

This is exactly what the steel
industry took a 116-day strike to
avoid, the magazine says. .

At the same time, the national
metalworking weekly reports that
union efforts to get government
intervention in the steel negotia¬
tions may not succeed.

Congress is confused on the is¬
sues. Many plans have bee"n sug¬

gested, but they are not clear-cut
and sentiment has not jelled be¬
hind any single proposal.
Because 1960 is an election year,

it is unlikely that Congress will
pass any strong anti-union legis¬
lation, the magazine points out.
But at the same time, there is no
strong block of votes ~ united
against the steel industry.
Referring to the steel market,

the magazine reports there is no

easing in the supply picture. Vir¬
tually all products are sold out
through the first half of 1960.
Steel sheets and tinplate continue
to be the most critical.

This is underlined by concern

of tinplate and sheet steel users
over the possibility of a contract
running only to mid-1961, if and
when the steel industry and union
do sign.
It's pointed out that if such a

contract is signed, users of these
products will have to start stock¬
piling against a possible strike
before they have recovered from
the last one.

But if tfie 80-day injunction
now in effect expires without a

settlement, it will precipitate an
immediate crisis. Sharp and wide¬
spread cutbacks would follow at
once. There is no steel supply
cushion yet.

Says Steel Strike Will Not
Be Resumed

Odds are against a serious work
stoppage in steel when the Taft-
Hartley injunction expires late in
January, "Steel," the metalwork¬
ing weekly, said.
The magazine predicts that

strong public pressures will pre¬
vent another long strike.

Although the union already has
indicated its intentions of resum¬

ing the walkout, the magazine
says that either Congressional or
Executive action will nip the stop¬
page promptly.
The public's influence may be

reflected in the workers' verdict
on the industry's last offer in the
National Labor Relations Board
election (Jan. 6 to 21). Most labor
observers, however, expect the
union will gain a majority of bal¬
lots cast.
Steel mills last week turned out

an all-time high of about 2,690,-
000 ingot tons. Furnaces were

operated at 95% of capacity, 1.4
points above the previous week's
revised rate. If steelmakers can

avoid trouble with men-, machin¬
ery, and the weather this week,
they may top the record.
Mills are shipping finished steel

at 90% of capacity. Demand for
flat rolled stock is so great that
leading suppliers are altering
their product plans, diverting in¬
gots from production of less ur¬

gently needed material to the
sheet mills. Some consumers of

sheets are showing interest in
"seconds" and "rejects" if the de¬
fects aren't serious enough to
jeopardize the quality of their
own products.
"Steel's" price composite on

steelmaking scrap rose 16 cents a

gross ton to $42.67 last week. A
year ago, it was $39.17. Mill buy¬
ing is still limited.

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.

NEW ISSUE December 11, 1959

133,000 Shares

INTERCONTINENTAL MOTELS, LTD.

Common Stock
(Par Value 10e per Share)

Price $3.00 Per Share

Copies of the Prospectus may be obtained only.in
States where the securities may be legally offered.

G. EVERETT PARKS % CO., INC

52 Broadway Dlgby 4-2785 New York 4

Odds get better and better that
before Christmas nonferrous
union and management chiefs will
reach new labor agreements spell¬
ing peace for the next two years.
"Steel" reported. Settlements are

possible in both aluminum and
copper.

Aluminum prices will go up,

perhaps even before a new con¬

tract is signed, to avoid the infla¬
tion tag. There will probably be
an early jump of 1 to 1.5 cents a

pound, followed by one or two
advances in 1960 of around 0.5
cent a pound.

Metalworking production capac¬

ity will be increased 4.5% in 1960,
a "Steel" surveys shows. It in¬
dicates about 14,500 metalworking
plants will expand —this repre¬
sents almost half of U. S. metal¬

working plants employing more
than 20. Of those plants, 14%
will build new -plants, 37% will
build additions, and 71% will buy
equipment.
Manufacturers of electrical ma¬

chinery and equipment will hike
their production capacity 8.5%
during the coming year.

Steel Output Based on 96.4% of
Jan. 1, 1959 Capacity

The American Iron and Steel
Institute announced that the op¬

erating rate of the steel companies
will average *169.9%/ of steel
capacity for the week beginning
Dec. 14, equivalent to 2,729,000
tons of ingot and steel castings
(based on average weekly pro¬
duction of 1947-49) as compared
with an actual rate of *170.1%) of
capacity and 2,732,000 tons a week
ago. [ED. NOTE: The strike in the
steel industry which began July
15 was ended via a court injunc¬
tion on Nov. 7. j
Actual output for the week be¬

ginning Dec. 7 was equal to
96.5% of the utilization of the Jan.

1, 1959 annual capacity of 147,-
633,670 net tons. Estimated per¬

centage for this week's forecast
is 96.4%.

A month ago the operating rate
(based on 1947-49 weekly produc¬
tion) was; *139% and production
2,233,000 tons. A year ago the ac¬
tual weekly production was placed
at 2,011,000 tons, or *125.2%.

*Index of production is based on aver¬

age weekly production for 1947-49.

1959 Compact Car Output Twice
That »f 1958

"Ward's Automotive Reports"
said on Dec. 11 that compact car
production in the U. S. will total
753,000 in entire 1959 for a 13.5%
bite of industry output that will
more than double the 6.5% share
of 1958.

The statistical agency based its
forecast on scheduled output of
123,600 of the cars in December,
or 26.6%) of industry for the
month. It said acceptance of the
cars has prompted the manufac¬

turers to consistently boost pro¬
duction planning with the likeli¬
hood that such output in 1960 will
nearly double 1959.
"Ward's" said American Motors

Corp. will end 1959 as the No. 1
economy car manufacturer with
401,200 completions, with Stude-
baker-Packard Corp. No. 2 with
154,700, Ford Falcon No. 3 with
100,400, Chevrolet Corvair No. 4
with 77,700 and Valiant No. 5 with
19,300.
"Ward's" said that in addition

to producing 753,000 compact cars
in entire 1959, the U. S. auto
makers will have imported and
sold 160,800 economy models in
the year, including 38,000 Opels,
22,500 Vauxhalls, 45,500 British
Fords, 5,900 Taunus models, 15,200
Metorpolitans, 33,700 Simcas. -

Sparked by the compact cars,
and resumption at General Motors,
U. S. automobile assembly jumped
54% in week ended Dec. 12 to

85,728 units from 55.377 last week.

"Ward's" said the increase in
the week's production was ac¬
counted for in most part by the
resumption of General Motors
car-building after a month-long
shutdown because oi the steel

shortage.
The Detroit Cadillac plant and

Chevrolejt sites at Flint, Mich.,
Janesville, Wis., Norwood, O., and
Willow Run, Mich., returned to
work Dec. 7; they were followed
on Dec. 9 by the Buick, Olds-
mobile and Pontiac divisions. . ;

Elsewhere in the industry,
"Ward's" said, Ford Motor Co.
operated on a predominately five-
day assembly schedule and main¬
tained Saturday (Dec. 12) opera¬
tions at its Falcon and Lincoln-
Thunderbird plants. Studebaker-
Packard worked a five-day week
and American Motors continued
its six-day policy. ' •

'
'■ ■' * " * v ' •/' ..i''.;' „f ' V *

Car Loadings 9.2% Above :

Corresponding 1958 Week ;

Loading of revenue freight for
the week ended Dec. 5, 1959,
totaled 649,639 cars, the Associa¬
tion of American Railroads an¬

nounced. This was an increase of

54,755 cars or 9.2% above the
corresponding week- in 1958, and
an increase of 31,803 cars or 5.1%
above the corresponding week in
1957. ' v: :

Loadings in the week of Dec. 5
were 75,513 cars or 13.2% above
the preceding holiday week.

| Intercity * Truck Tonnage 4.2%
Ahead of 1958 Week *

Intercity truck tonnage in the
week ended Dec. 5, was 4.2.%
ahead of that of the correspond¬
ing week of 1958, the American
Trucking Associations, Inc., an¬
nounced. , Truck tonnage was
17.7% ahead of the previous week
of this year; the tonnage increase
reflects in part the effect of the

Continued on page 107

This announcement is neither an offer to sell nor a solicitation of an

offer to buy these securities. This offer is made only by the Prospectus

160,000 Shares

Merry Brothers Brick & Tile Company
Common Stock

($2.50 Par Value) •

Price $7.80 Per Share

Copies of the Prospectus may be obtained in any State oply from such of the
several underwriters as are registered dealers in securities in such State.

The Johnson, Lane, Space Corporation

The Robinson-Humphrey Company, Inc. Alester G. Furman Co., Inc.

Pierce, Carrison, Wulbern, Inc.

Clement A. Evans & Company
Incorporated

Yarnedoe, Chisholm & Co.
Incorporated

McCarley & Company, Inc.

Frost, Read & Simons
Incorporated

G. H. Crawford Co., Inc.

Silcox and Johnson Edgar 1A. Horris

Huger, Barnwell & Company
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Our Reporter on

by JOHN T. CHIPPENDALE, JR.

The waning days of 1959 show
that Government issues are : at
about the highest yields they .have
been in nearly 30 years. The de¬
mand for certain selected issues
continue? to be ' sizable - even

though the purchases of the 4%s,
the 4%s and 5s are not as large
as they were not too long ago.
They should get greater attention
in I960, however, unless the
Treasury offers as high, if not
higher yields, in its new money
and refunding operations.
The bulk of the business in

Government securities, as has
been the case all year, is being
done in the shorts and the inter¬
mediate term obligations. Yields
of these securities are very favor¬
able, but there is now growing
competition from business itself,
which is taking funds from these
issues. Under such conditions,
which are expected to expand in
1960, there is not likely to be
much, if any, ease in money rates
and the cost of obtaining long-
term capital.

1959 a. "Loss" Year

The market for Treasury obli¬
gations is. operating within a
limited range in spite of tem¬
porary distortions that occur from
time to time because of year-end
tax exchanges. It is evident that
tax losses which have to be taken

before the end of 1959 have

pushed into the background
arbitrage operations which have
the purpose of narrowing yield
spreads between selected Govern¬
ment issues. The tax operation
for the taking of losses and/or
profits is about coming to an end
as far as this year is concerned,
but it is indicated that the volume
of business in Government issues
has been enhanced considerable

by these late year swaps.
The year 1959, as a whole, was

a loss year (as far as Government
obligations were concerned) with
nearly all commercial banks.. So
is was and still is natural that full

advantage should be taken of
existing conditions by these in¬
stitutions to limit the amount of
taxes which would be paid.
As has been the case all year

long there is no pattern discern¬
ible in these tax exchanges since
certain institutions will shorten
maturities whereas in other in¬
stances there will be an extending
of the due date. There is, how¬
ever, a general awareness among
most deposit banks that as long
as money rates are going to be
high, and there appears to be
sufficient evidence that this will

be the case for quite a period of
time, it is desirable to work in •

thg direction of shortening matu- j
rities. ' .

The yields that are available
now in short- and intermediate-
term Government issues are much
better than those which are ob¬

tainable in the most - distant -

maturities. And this has been

responsible for not a few year-end \
tax swaps being made from the
lower coupon more distant matu¬
rities into the higher coupon

short- and middle-term issues.
i'. ' . • <•«'* ' • ?

Monetary Policy Effective

The restrictive credit policies
of the monetary authorities has
done a successful job in holding
down the money supply of the
country in spite of the heavy de¬
mand for credit from a growing
and expanding economy. The
keeping of the creation of de¬
posits and purchasing power in
tow has tended to lessen the
inflation fear even though the
price-wage spiral has not been
brought under full control yet.
The high interest ^ rates, which
have been among the keynotes of
the operations of the powers that
be, have also had a salutary effect
on both the national and inter¬

national positions of the dollar.
The rate of return on near-term

liquid Government obligations has
been high enough do keep foreign
deposits here and thus slow down
the gold outflow. In addition, the
existing tight money policy ap¬

pears to be able to contain the
return to a rather full economic

bloom which is being predicted
for the greater part if not for the
whole of I960."

Therefore, it is believed in"
some quarters that unless there
is a resurgence of the inflation
psychology in the coming year
the monetary policies of the Fed¬
eral Reserve System are not likely
to be different from what they
were in 1959. Other money market
specialists hold the belief that a

modest easing in money condi¬
tions should not be unexpected
in 1960.

Larger Treasury Financing in
Prospect

The new money raising venture
of the Treasury the early part of
3960 continues to get more atten¬
tion since there are now opinions
around that this may be a more
sizable operation than was origi¬
nally looked for. Also, the cash
offering may also be combined*
with the refunding of $2 billion
of one-year Treasury bills.

All of these securities hating been sold, this advertisement appears
as a matter of record only.

NEW
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THE MARKET .. . AND YOU
BY WALLACE STREETE

Industrial stocks found some

important resistance lurking
around the old high posted in
August in this week's trading.
With the recovery in the Dow
Jones index from its 60-point
drop to the September low
virtually complete, selling
came both in regular trading
and in secondary offerings.

'There was little chagrin at
the lack of success in pene¬

trating the historic peak on
the first pass. There is still
time for the traditional year-
end rally between Christmas
and New Year to take over

and carry t h e avera g e

through.

There wasn't too m u c h

hope for excessive action by
this index, either. The general
expectation was that it would
forge to 705-710 in the year-
end sweep which isn't too far
above the 678 peak already
on the record. Anything much
beyond the 700 mark, it is
felt, couldn't be reached until
there is a permanent settle¬
ment in the steel labor dis¬

pel e and so far there has been
no evidence of any progress
in the talks. The deadline
doesn't arrive until late in

January so for some time to
come that situation could be

hanging over the market to
keep the outlook cautious.

The steel impasse also put
something of a cloud over the
usual y e a r e n d predictions
which, by and large, were
well hedged but generally
optimistic for the first half of
1960, but left somewhat open
on what Can be expected for
the second half of the year.

Sonic Doubts

Th^general economic out¬
look Wcfev-affected importantly
by the steel strike, the rapid

buildup in inventories during
the first half of this year, and
the sharp trim in them during
the third quarter when the
steel consumers had to live off
their fat brought up the ques¬
tion of whether the boom was

grinding to a halt. The con¬
sensus was that the boom was

not seriously impaired, but
the first downturn in gross
national product in more than
a year and a half was some¬
what chilling.

For the stock market itself,
the steel strike caused quite a

few potential candidates for
dividend largesse to hold off
action. And it left a wide

spread between bond and
stock yields in favor of the
former, but so far there has
been little competition be¬
tween stocks and bonds, nor

have there been any indica¬
tions that this unusually wide
spread is a threat to stock
prices so far.

"The Stock of 1960?"

For individual issues that

meet the "stock of I960" cri¬
teria of the variou^ services,
the hunting was Uargely in
neglected areas where values
are good and the issues so far
haven't joined that tight
group of skyrockets that have
been featuring recent markets

til of these shares having been sold, this announce-

men! appears as a matter of record only.
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100,000 Shares

Copymation, Inc.
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Offering Price $3 Per Share
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SIMMONS & CO.
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W llitehall 1-7650
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Trading Department: Wllitehall 4-6627

There hasn't been much re¬

ported in the way of earnings
by this Clupak subsidiary.,
although a good lineup of
licensees is already working
with the product, and im¬
provements are coming along
apace. The full benefits are
not expected for two to three
years, but it does give Cluett,
Peabody a growth potential
far ahead of its Arrow men's

furnishings and Sanforized
trademark lines, well known
but not expected to show any
startling growth.

•v *>; < *f
'

. • ■ "...

There was also a bit of at¬

tention given to basic situa¬
tions, such as Stauffer Chem¬
ical which derives nearly
three-fourths of sales from

supplying heavy chemicals to
industry, and sulphuric acid
which is the mosf widely used
industrial chemical. With Vic¬

tor Chemical still being inte¬

grated after the merger was

approved in the fall, Stauffer
is in position to show good
profit increases both for the

full 1959 period and on into
next year as well.

* ❖ JSc

H. L. Green, after all its
troubles with the Olen store
chain merger, is favored in
some quarters as an issue
where a bad situation is being
cleaned up and a rebound
would be logical. The trouble
arose over an alleged defi¬
ciency in assets of the Olen
store group, the total around
$6 million. But out of this,
Green already received a tax
refund of $3.6 million, and
will get $1.6 million more in
a settlement. With the write¬

off of nearly $ll2 million in
fiscal 1959, the chain reported
a sharp drop in profit but the
worst of such charges would
appear to be over.

Neglected
Electronics-Growth Situation

The more-or-less neglected
item in the office machine

section which, on occasion,
has participated in the de¬
mand for anything connected
with electronics, is National

Cash Register, which lately
has been hovering about in
the middle of its 1959 range.
National has been busy diver¬
sifying after building itself up
as the largest cash register
manufacturer.

This drive to broaden the
horizon® for National Cash

Register necessarily called for
heavy expenditures for re¬
search and d e v e 1 o p m e n t
which, in part, probably ac¬
counts for the lack of investor
interest. Nevertheless, the

push has given National a
solid position in the office
computer field with more
than three-fourths of sales

generated by products not
more than a decade old. Also
in its favor is its large par¬

ticipation in the foreign field,
the overseas business account¬

ing for two-fifths of total
sales. Like others in this

glamor field. National's yield-
is below-average, but the fast-
growing field in which it is
solidly engaged has been one

consistently.

For the recent favorites

price earnings ratios of 30.
40 or more I imes are the rule

currently. A quality item still
around 16-times the estimated

earnings of this year is Cluett,
Peabody. which of f ers an

above-average yield and has
a bit of romance attached to

it in its new development,
stretehable paper. This is a
ioint venture with West Vir¬

ginia Pulp started last year.

-/// these shares having been sold, (his announcement appears as a matter of record only.
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This announcement is neither an offer to sell nor a solicitation of an offer to hay any of these securities.
. The offer is made only by the Prospectus.

NEW ISSUE December 17, 1959

150,000 Shares ,

Universal Container Corporation
Common Stock
U ($.10 Par Value)

Price $4 per share

Copies of the Prospectus may be obtained from, such of the
undersigned as may legally offer these securities in this State.-

Michael G. Kletz & Co.
Incorporated : /

Stein Bros. & Boyce

Stanley Heller & Co.

Roman & Johnson

* 1 n . U
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of the leading growth catego¬
ries ever since War II.

Ford's Outstanding
Performance

With all the forecasts of

good business ahead for the
auto makers, Ford was the
standout on good action and
soared to the best levels seen

for the shares since they
emerged from family owner¬
ship. In fact, in listed trading
the shares hadn't until this

year reached the $64.50 offer¬
ing price level of 1956. And
they had sold down around
$36 at one stage, compared
with the current price tag
running above $90.

As the second largest mak¬
er of vehicles, Ford has done
well since War II in consoli¬

dating its position in the in¬
dustry, and has had a good
time of it this year with earn¬

ings expected to nearly quad¬
ruple over depressed 1958.
With its new compact cars

apparently being well re¬

ceived, and the drag of the
Edsel operation ended, the
stock has been both a can¬

didate for a higher dividend.
In some circles, Ford stock is
regarded as a stock split can¬
didate, the latter possibility
being noted officially by
several of the financial
services.

[The views expressed in this article
do not necessarily at any time coin¬
cide with those of the "Chronicle."
They are presented as those of the
author only.1

b • • ' „ - . "•

Chicago Exchange
Firms Ass'n Elects
') ■ .'' ,v ■ ■. ."

CHICAGO, 111. — Gordon Bent,
partner of Bacon/.Whipple & Co/
has been reelected Chairman of
the Chicago Association of Stock
Exchange
Finns, it has w

been a n-

nounced. Mr.

Bent, in addi¬
tion to serv¬

ing his second
term as

Chairman of
the Associa¬

tion, is also a
member of
the District
Committee of
the National
Association of
5 e c u r i t i cs
Dealers.
Francis C. Farwell, partner of

Farwell, Chapman & Co., was re¬
elected Vice Chairman, and Mat¬
thew J, Hickey, III, Vice-Presi¬
dent of Hickey & Co., was elected
Treasurer.

...New members elected to the
Board of Governors were Scott
Davis, partner of Ralph W. Davis
6 Co., who is also a member of
the Board of Governors of the
Midwest Stock Exchange; and
William E. Fay, Jr., partner of
Smith. Barney & Co. William M.
Witter, partner of Dean Witter &
Co. was reelected to the Board for
a term of three years.

Members of the I960 Nomi¬

nating Committee elected were

Robert A. Podesta of Cruttenden,

Podesta & Co., Chairman; Willard
M. Freehling, Freehling, Meyer-

hoff & Co.; George P. Kent, E. F.
Hutton & Co.; Harold G. Laun,

F. S. Moseley & Co.; and Louis J.

Stirling, Betts, Borland & Co.

NEWS ABOUT

BANKS AND BANKERS
Consolidations • New Branches • New Offices, etc. • Revised Capitalizations

States department, the bank's na- Presidents of Bankers Trust Co., Mr Chare ioine'd The Rank of cV i w +

Uonal territorial organization. New York,: were named Vice- New York in 1932. He was ap-

This advertisement is not an offer to sell or a solicitation of an offer to buy these securities.
The offering is made only by the Prospectus.

NOT A NEW ISSUE

50,000 Shares

Indiana General Corporation
Common Stock

(Par Value $1.00 Per Share)

Gordon Bent

1940 and Assistant Vice-Presi- III., at its regular December meet-
dent in 1942. ing voted to recommend to the
Mr. Patterson, began his career bank's stockholders an increase

with the bank as an Assistant in the bank's capital from $20,-
Vice-President in 1944. 000,000 to $22,000,000 through the
Mr. Dever started with the declaration of a 10% stock divi-

bank in 1936. He became Assist- dend, it was announced by Ken-
ant Treasurer in 1958. neth v- Zwiener, President.

■

■
■ Mr. Cantwell joined Bankers recommendation is ap-~

Trust Co in 1948 ' ° proved by the stockholders at

„ ' A A ; - • Mr. Roselle began his career the^apuSThe Chase Manhattan Bank, New Chemical Bank, New York Trust with Bankers Trust Co. in 1941. ,,,?n hoAA/t thmS
York, has promoted - John A. Co., New York, announced on .,/ . • £CJ:eflenSei of *2MOM0 from
Hooper to Vice-President, it was Dec 11, fte election of Lammot Hugh R. Chace has been ap- undivided^ profitsto thecapital

Chamoiorf President Mr' Hooper " POnt C0Pela"d t0 ^ B°ard' P°inted a" Ex6CUtive SSESrtSnJanuary18 This willChampion, President. Mr. Hooper v .j»,: dent 0f Bank of New York, bring the bank's combined capi-

Jersev diviS of1 theUnited ?ana" K?1Iey aind Rol?ert C' Pat" H was announced Dec. 10 by Al- tal and surplus accounts to $42,-
Lers0.n.' formerly Assistant Vice- bert C. Simmonds, Jr., Chairman. 000,000.

*! Stock

Joining the bank in 1948, he was Presidents"Dec" lib'"it"was' an- "to th6aCaP"^ 'ncreas® would. be is"
appointed an Assistant Cashier in n0Unced by William H. Moore, 1937 Assent Vice-PresSt n on,FfbrUi"'y 1 one
1952 and was advanced to Assist- Chairman of the Board. 1943' and a Vice-President in 1949 h ia°K sl«ve for each ten shares
ant Vice-President iri 1955. r - . ... .. 1943, ancl a Vice President in 1949. Held by stockholders of record
'Three Assistant Vice-Presidents m&HfcK^madeSwnX The First National Bank of Jersey ,anU8ry 18/0l'der l01ms wouW
A1'el?Cti°" 01 Hal'1T C DeVCT' f0rm" City, N. J., announced on Dec. 10* aIs° be.issu/> for the purpose of
Tv tX?,V Q ^ eArly-ai? Assista.nt Treasurer, to an that almost 99% of the 31,000 ad- permitting holders to round out
f Tr fnnnprfv A«i«fnnf Assl£tant Vice-President. Ap- ditional shares of capital stock or sell fractional shares on or be-
Treasurers ' pointed Assistant Treasurer was recently offered by the bank fore March 7, 1960. I,
The bank aDDointed eleven new Joseph Cantwell. - were subscribed for. The details * * «

Assistant Treasurers. They are Mr. Kelley, of the Banking De- ^ov^of^l^^issue on^fe*^^6 The Eaton County Bank, Char-
John C. Archibald, Gregory L. partment, began his career with ' ' .!; ' lotte, Mich., was absorbed by the

tei™13 GidgefJosephJ^Haridns", Bankers Trust Co-in 1924' He was The Board of Directors of Harris Michigan National Bank, Lansing,'
Bert C. Madden, Hugh W. Morri- named an Assistant Treasurer inTrust and Savings Bank, Chicago, Mich,
son, Raymond V. O'Brien Jr., Nor¬
man A. Olansen, Michael A. San¬
tiago and Francis X. Stankard.
John E. Davis was named as¬

sistant staff counsel in the bank's

legal department.

The First National City Bank of
New York has opened its 83rd
overseas bran c h in Curitiba,
Brazil.

During 1959, the bank has
opened nine overseas branches in
such faraway places as Kuala
Lumpur in the Federation of
Malaya and Cape Town, South
Africa.
The Curitiba branch is the

bank's ninth in Brazil. A week

ago it opened a branch in Belo
Horizonte. A • < * '
The Curitiba branch will be

supervised by Freeman H. Hunt¬
ington, manager. r

H. P. Davison, Vice-Chairman of A
the Board of Morgan Guaranty.

,

Trust Co. of New York, has been
elected chairman of that bank's
two newly formed subsidiaries in
the international field, Morgan
Guaranty International Banking
Corp. and Morgan Guaranty In¬
ternational Finance Corp. Dale E......
Sharp, the bank's President, has
been elected President of the two

subsidiaries.
The companies have been

formed under Sectipjv25(a) of
the Federal Reserve Act. Mr..

Davison said of the companies:
"Functioning entirely in the for¬
eign field, they will enable Mor¬
gan Guaranty to broaden its
activities in the world markets *

by entering fields not now served
by the bank nor by its branches
in London, Paris and Brussels." In¬
itially each company will have a .

capital of $2,000,000.
Directors of the companies, in

addition to Mr. Davison and Mr,'

Sharp, are Carter L. Burgess,
President of American Machine &

Foundry Co.; Carl J. Gilbert,
Chairman of The Gillette Co.: and
Thomas S. Lamont, Vice-Chair¬
man of the Board of Morgan
Guaranty.

'

Appointment of Franklyn Ed- (

wards as an Assistant Vice-Presi¬
dent of Manufacturers Trust Co.,
New York, was announced by
Horace C. Flanigan, Chairman of
the Board.

Mr. Edwards joined the bank
in 1928 when United Capitol Na¬
tional Bank and Trust Co., New
York merged with Manufacturers
Trust. He was appointed an As¬
sistant Treasurer in 1950.

v # «

Mr. Harold H. Helm, Chairman
of the Board of Directors of

OFFERING PRICE $84,50 PER SHARE

\f Copies of the Prospectus may be obtained in any State only from such of the several under-
writers named in the Prospectus and others as may lawfully offer these securities in such State.

Kuhn, Loeb & Co. Arnhold & S. Bleichroeder, Inc.
December 16,1959 . | ;

All of these Shares having been sold, this advertisement appears as a matter oj recora only.

Nor a New Issue

200,000 Shares

General Motors Corporation

Common Stock

Price $52 per Share

Clark, Dodge & Co. Shearson, Hammill Co.

December 11, 1959
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FROM WASHINGTON
...Ahead of the News

getting harder as the campaign lY'/^'iTTi
goes on. Every time he has a press -LYt/lLII \J J.vlJUliYC'
conference, newspapermen ask \JTli.T_
him what is the difference be- VV1 til JTlClbOll)
tween him and Mr. Nixon. There is

Q'jg *

BY CARLISLE
(Special to The Financial Chronicle)

KANSAS CITY, Mo.—Keith
O'Rourke has become associated

Form Alexander Inv.
(Special to The Financial Chronicle)

COLORADO SPRINGS, Colo. —

Alexander F, Guidotti is engaging
in a securities business from of¬
fices at 2304 McArthur under the
firm name of Alexander Invest¬
ment Plans.

In Securities Business

With Columbine Sees.
(Special to The Financial Chronicle)

rER, Colo. — Wilton Lc
is now with Columbine Se¬

curities Corp., Denver tf. S. Na¬
tional Center.

Columbine Adds
(Special to The Financial Chronicle)

plenty of difference, all right, but
if Mr! Rockefeller attempts to
point these differences out, he is
likely to become a critic of Mr.
Eisenhower.

_

These differences have already with Piersol, O'Brien & Adams,
„ „ , . . , leaked out to the extent that Mr. Inc., 1012 Baltimore Avenue. He

There will be Committee hearings taken all of his energies by y Eigenhower is taking notice of was formerly with Soden Invest- DENVER, Colo. — Wilton Love-
at the forthcoming session of means. . them. Hp is understood to be ment Company as Kansas repre- rif1 '
Congress on the question of creat- Mr. Adams was undoubtedly a inrreasineiv cooi to Mr 8
ing a deputy President, or super great help but if he had remained, growing increasingly cooi to ivir.
Secretary to be above the entire he would have ruined the Repub- Rockefeller's aspirations and to
Cabinet; to be, in fact, next to lican Party. It has Packed up be edging more and more over into (special to the financial chronicle)
the President. immeasurably since he left. Morale the Nixon corner> An indication DENVER, Colo. — Cline & Har-

•+ wenv^i^^^rnissk)rr in as high all over the country. The what may come is that Mr. desty, Inc., 9639 East Colfax Ave.,
twoDd rwoi^s00^i^(^m^nded it. same could not have been said Eisenhower's golf and bridge is engaging in a securities busi- COLORADO SPRINGS, Colo. —
Herbert Hoover personally has a year ago. playing cronies are in the Nixon ness. Officers are Ralph T. Cline Ernest G. Green has been added
been an advocate of the idea. * * * camp—with their financial sup- President, and Douglas F. Cline, to the staff of Columbine Securi-
This man would take all of the Governor Rockefeller's task is port too. Secretary-Treasurer. ties Corp., 415 North Tejon.

arduous details of the Presidency
from the shoulders of the Presi¬
dent and leave the latter free to
decide broad policy questions.
Both Mr. Hoover and former
President Truman have described
the Presidency as a man killing
job, yet both of them went
through it and are now living in
ripe old age without showing any
ill effects of their experience.

You would think Mr. Eisen¬
hower would have given up the
idea of a "deputy President" after
his experience with Sherman
Adams. Mr. Adams was Assistant
President. He was the President
to the extent that Mr. Eisen¬
hower's image was almost lost to
the public.
There is general agreement that

since Mr. Adams left, Mr. Eisen¬
hower has become a changed man.

He has taken hold of the Presi¬
dency and gone to work. His
Gallup Poll rating has rebounded
to the extent, as most people
would agree, that if there were
no two-term limitation on the of¬

fice, he would be nominated and
elected again.
Mr. Adams made the decisions

when he was on the job. The
President, of course, had to' ap¬
prove them but by the time they
reached his desk, they were cut
and dried. Naturally he acted on
the facts as presented to him by
Mr. Adams.

The President was cut off from
his Cabinet advisers to a large
degree and from the Senators and
Congressmen who wanted to see
him.

The new deputy President or

super Secretary would act with
more, authority than Mr. Adams
had because his job would have
been created by law. The mem¬
bers of the Cabinet and the

Senators and Congressmen would
all have to act through this sub¬
ordinate. He would be accountable
to nobody except the President.
He would not have been elected
to anything.
When Calvin Coolidge was

President he used to take a nap
every afternoon. The Presidency
was much easier then than now.

For one thing, everything was

moving along nicely. One of our
greatest problems, and about
which there was much in the

newspapers, was the number of

people who are being killed in
bathtubs.

Yet when Mr. Coolidge died
some four years after leaving
office there was a lot of gush
about the mankilling nature of
the Presidency and how it had
killed him. This writer is witness
to the fact that Mr. Coolidge never
let the job worry him, much less
affect his health. .

Mr. Eisenhower has not seemed
to lack in relaxation since he took

office, though unquestionably it
has become more of a burden than
when Mr. Coolidge was President.
Notwithstanding this Mr. Eisen¬
hower seems to get away to play
golf whenever he likes. He is on

a most exacting trip now and the
way he is holding up would seem
tp indicate, that the office has not

THE

FEEDING FACTS

OF A BIGGER

APPETITE

tell what kind

of company

Republic Steel is

In Cleveland, Republic Steel has completed
two new open hearths. Each has 375 ton

capacity per heat.

Also completed is the enlarging of four
older open hearths which stand nearby. These
were originally 275 ton. Now they also are

375 ton each.

The enlarged capacity of the four produces
more tonnage than a third new open hearth
would have. Yet the job was performed in such
a way that the cost of the enlargement was
less than the cost of a new open hearth.

The bigger appetite of a growing Republic
is satisfied at a favorable figure.

This open hearth program is part of the

payoff in improved efficiency from the con¬

tinuing progressiveness of Republic's
management.

REPUBLIC STEEL
MlilM—l

I REPUBLIC I

CLEVELAND 1, OHIO

mmjman noBS XJSMui world-s W.DEST RANGE OF STANDARD STEELS AND STEEL PRODUCTS
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RCA Electronics builds a global "bird" watcher

Motorists on New Jersey Turnpike see
new RCA Radar installation designed
for BMEWS.

Its not the beginning of a new world's fair,
as some motorists using the New Jersey
Turnpike near Camden may think. This big
domed structure, now complete and rising
to the height of a 15-story building, houses
a full scale model of a Tracking Radar being

built by RCA for BMEWS-the U. S. Air¥

Force's Ballistic Missile Early Warning
System.

Operating from sites in the far North,
BMEWS is designed to detect ballistic
missiles—commonly called "birds"—shortly
after launching and to provide warning to

Strategic Air Command retaliatory forces
and other defense agencies.

And RCA, as weapon systems contractor,
is using this installation as a test bed for
the powerful, highly accurate Tracking
Radar and associated high-speed Computer
equipment. It will also be used in training
RCA operator and maintenance personnel.
This is still another way in which RCA's

pioneering in electronics works to

strengthen our national defense.

RADIO CORPORATION OF AMERICA

The giant radome, during construction, rises amid peaceful farmland. It is made of paper pressed in honeycomb design
and faced with plastic-impregnated fiberglass—fabricated by Goodyear Aircraft Corp., as subcontractor on the project.
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An Economic Agenda
For the United States

By Dr. Gabriel Halite,* Chairman, Finance Committee,
Manufacturers Trust Company, New York City

A perceptive, concise economic agenda for the United States is offered
by the President's former Special Assistant for Economic Affairs. One,
in discussing economic progress, he flays resort to depression-born
ideas of the 1930's for the economic problems of the 1980's and points
out "per capita real income has risen in step with private capital
investment and with the increase in skills acquired by workers"; two,

proposes four steps to improve Federal expenditure control; three,
attacks demagoguery said to exist in the area of credit policy and
predicts interest rates will average higher in future years than in the
Depression Decade; four, pleads for more competition in all the econ¬
omy's sectors; and, five, details several measures to improve our
foreign economic position. Lastly, he urges a program to further

adult education.

My purpose here is riot to sketch
the distant horizons of the Ameri¬
can economy. As far as I can see,
there is no current dearth of this
s o r t o f

predicting
and forecast¬

ing and pro-

projecting.
As a matter

of fact, it has
become quite
a bit of a

gain. Rather
than discuss

destinations, I
would like to

invite atten-

tion to the

Dr. Gabriel Hauge
yo u r n e y
itself, to the
navigational
charts by which we may negotiate
the passage. For, if these projects
are to be realized, we, as a people,
must face up to certain decisions.
That, it seems to me, is plain, un-
wooly talk. It means a proper
balance between the heart and the

head. It means perhaps jostling
some sacred cows. It means some

shifts in some priorities in our
national thinkirig. It means mobi¬
lizing majority opinion behind
majority interests.
I want to suggest five items on

this agenda not because that is all
there are but because that is all
we could probably try to consider
here. They represent five of the
most important issues that we
must face up to.

Explains Economic Progress

The first is the nature of eco¬

nomic progress. In our kind of a

society, the expansion of the na¬
tion's wealth can best be gained
by the voluntary efforts of its
citizens. America cannot be

governed into perpetual pros¬

perity. Rather, national economic
policy must be based on incentives
for individual effort which open
the way for every individual to
be somebody and to have some¬

thing.
There is a contrasting view

which speaks expansively of
growth and compiles shopping
lists of America's needs.

It appears, however, that this

view is not to have confidence
that private enterprise can attain
the high growth rates set as goals.
Rather, this new cult of forced
growth wants a sharply stepped
up roll for government through
spending programs and super-
easy credit, in good times and bad.
Inflation, the driving force in

this process, is either to be
acquiesced in as the unavoidable
cost of seeking higher growth
rates or it is to be suppressed by a

network of direct controls on

prices, wages, materials, produc¬
tion and trade. 7 V •

As I reflect upon the ideological
or intellectual foundation of this
view, it seems to me to be related
to a certain psychological concept
of freedom traceable to the Kafka
school. . '
The concept of freedom that I

think we have been brought' up
on is freedom from arbitrary
power; freedom from oppression;
freedom from the violation of the1

rights of the individual. ' " 4 " ■

Now if I scent the wind that is

blowing, it seems to me there is
another concept of freedom being
used as an implicit basis for much
of this economic program * to
which I have referred; that is, the
freedom of the absence of ob¬

stacles to the realization of one's
desires.

Of course, if you take that as

your concept of freedom, then, of
course, anybody or anything,
which will remove these ob¬
stacles to the attainment of what
I as an individual and you as an

individual regard as desires we
want realized, will be acceptable.

Apply that to a state, to a

nation, and you have the rationale
of intervention on a massive scale.

This, certainly, has not been the
concept that has unaergirded the
economic development of Amer¬
ica. I alert you to it and to your

thoughtful reflection upon it for
the future.

This approach to the problems
of the American economy of the

1960s by resorting to the depres¬
sion-born ideas of the 1930s is
hazardous in the extreme. It

inevitably will produce more
inflation, discourage savings, and
lead to speculative boom condi¬
tions that presage the unemploy¬
ment, business failures and hard¬
ship, of the ensuing recession.
We have had three recessions in

postwar America — that is too
many. ^ -:'f...
The reason we had so many

recessions is that we somehow

have not realized that the seat of
the recession is to be found in
the previous speculative boom.
That is why we must deal with
this problem of compressing the
amplitude of fluctuations in trade
and commerce.-; ' iV;);; 4 t<, 4 — •

If you can keep this fluctuation,
arpund the growth curve, within
moderate limits, then we should
.be,able to achieve growth at an

average.of 3% to 4% a year, that
is a much more desirable outcome.

\ It seems to me the difference

between. recovery policies and
growth policies eludes the advo¬
cates of this pessimistic view
.whose experiences are still guided
by the events of the 1930s. Easy
money and expanding government
outlays are identified in their
thinking with growth because,
under certain circumstances, they
have been used for recovery.
The historical record, however,

is clear; throughout our economic
history, per. capita real income
has risen in step with private
capital investment and with the
increase in skills acquired by
workers. The record lends little

support to those who relate
growth to government expendi¬
ture. What the situation calls for,
if real growth is to be won, is a

persistent and strong rise in pri¬
vate savings and the investment
of these savings in the tools that
modern technology is making
available at such an astonishing
pace.
This link between investment

and growth is fundamental. It is,
interestingly enough, the bedrock
on which economic policy behind
the Iron Curtain is based, as I
have just had ample opportunity
to observe on my trip to Poland.
Yet, in our country, many of tha

same people who point to the
necessity for the United States to
match the high growth rates
achieved behind the Iron Curtain
paradoxically seem to advocate a
policy of growth by - expanding
consumption through constantly
higher wages and increases in
personal income tax exemptions
rather than one favoring invest¬
ment.

.' . The second objective or the
second item on the agenda I want
to bring attention to is the public
finances..

Discusses Public Finances

In the fiscal year of 1960, our
aggregate tax bill—Federal, state
and local—will be close to $130
billion. This is equal to more thari
25% of the value of total national
output. Such a high level of tax¬
ing and spending means that gov¬
ernment is claiming more goods
and services than ever before in

peacetime and interfering in
many areas of the private econ¬

omy. It also means upward pres¬
sure on the cost of living as the
tax cost of government is passed
on in the prices of the things
we buy.
To design new spending plans

to absorb all of the revenue that
a growing economy can generate
at present high tax rates, as many
people seem to be doing today, is
a dubious and dangerous fiscal
growth goal for a great nation
like the United States of America.

Because of the huge needs for
national security, not only for
ourselves, but as the leader of the
free world coalition, we must be
more than ever alert to prevent
new spending programs with low
national priority from getting into

Continued on page 77
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Opportunities for Private
Investments in India

liy II. K. Nehru,* India's Commissioner-General for Economic Affairs

AJarmed that mistaken impressions of India's attitude toward private
capital may be discouraging the enormous opportunities for private
investments there, the nation's economic helmsman pointedly sums

up what is being done to encourage private capital in-flow. Com¬
missioner Nehru avers foreign capital is encouraged and welcomed,
and assured of security, the opportunity for profits and the right of
remittance. The difficulty of generating investment capital out of
poverty is not minimized, nor of eradicating poverty without court- > ■

ing violence and slavery in order to try and match totalitarian short-
run effectiveness. Yet, the basis in all respects is there for self-
support except for the shortage of capital, according to Mr. Nehru v

who proudly reports that 80% of capital expenditures is internally
'

financed. He hopes India will be economically self-sufficient in 10
to 12 years and declares the economy is a mixed one—not Socialistic.

I feel greatly honored at having
been given this opportunity of ad¬
dressing the Investment Bankers
Association of America. I feel

particularly
privileged as I
u n de rstand
that it is rare-,

ly that a for¬
eigner has ad-

r

dressed this
Association

and that this
is t h e first
time that an

Indian is do¬

ing so.
I consider

m y presence
here today as

symbolic of Braj Kumar Nehru
the growing
interest in the United States in

.. the development of my own coun¬
try. In the history of American
investment banking, India repre¬

sents a comparatively new chap¬
ter. But I am confident that in
the years to come it will loom
large in your professional inter¬
ests. Apart from anything else,
the very size of India, its enor¬
mous potential for growth and
the rate at which that potential
is being turned into actuality de¬
serve the attention of bankers in¬
terested in investment. I shall,
therefore, attempt to tell you

something about the economic de¬
velopment of my country, its
progress and prospects and de¬
scribe to you the framework of
policies within which we are

trying to develop.

States Certain Basic Facts

Let me mention at the outset

certain basic facts about India

which often tend to be forgotten
and which hold the key to a

proper appreciation of what is
happening and is likely to happen
there. The first basic fact to re¬

member is that India is not just
one country among others, but a
vast sub-continent with an area

of more than a million square
miles and a population of more
than 400 million. In terms of terri¬

tory, India is slightly larger than
the whole of Western Europe, In
terms of population we equal the
whole of Africa and the whole of
Latin America put together. Every
seventh human being on the sur¬

face of this globe is an Indian.
These figures give you some idea
of the scale on which all Indian

operations have to be carried out
if they are to have any meaning.
A dam here or a power house
there, a couple of hospitals or half
a dozen schools make no dent on
the Indian problem. All our oper¬
ations must be conducted on a

gigantic scale and though every
little counts, it is an investment
in terms of billions that has any

decisive effect. By the same token,f
even a modest improvement in
production and levels of living in
India implies an enormous en¬

largement of the market for goods
and services.

The second basic factor to re¬

member is that India is a country
living with tradition several thou¬
sand years old—tradition of peace

and tolerance, of patience and re¬

spect for the rights of others. As
a consequence, Indian society is
essentially a stable society, and
one can safely assume that there
is no likelihood of violent and

revolutionary changes in India or
of the adoption of forms of gov¬
ernment which the Indian mind

abhors; unless economic pressures
become too great for even the
most patient and peace-loving
people. The proviso to my state¬
ment is, of course, important for
continued physical misery and
hardship, reflected in inadequate
food, housing, shelter and medical
care, can give rise to forces power¬
ful enough to upset even the most
solidly based of societies. But it
is still important to remember
that as far as the basic attitudes
and values of the people are con¬

cerned, we start with a great ad¬
vantage in India.
This brings me to another basic

point about India, namely that
present day India is in many re¬

spects the product of its long as¬
sociation with the Western world.
British rule in India lasted be¬
tween 100 and 200 years and the
impact of this rule on the Indian
character and situation for good
and evil has been profound. The
advent of British rule in India co¬

incided with the Industrial Revo¬
lution. During the 150 years that
followed, the discoveries and the
achievements of the Industrial
Revolution changed the face of
many parts of the world. But the
economic development? of India
was only marginally affected for,
in accordance with the colonial

policies of the times, India was

developed only as a source of raw
materials and of markets for Brit¬
ish goods. Practically all industrial
and manufacturing activity was
discouraged. The Indian v cotton
textile industry—now one of the
largest in the world—was, for ex¬
ample, established in spite of
British opposition. Nevertheless,
aided by the stimulus of two
world wars, the Indian economy
had by 1947 acquired many of the
attributes of a modern economy.
Private Indian entrepreneurs had
created a sizable industrial struc¬

ture, an extensive banking system
and organized money, capital and
commodity markets.

Beneficial British Contribution

One beneficent effect of British
rule in India was the establish¬
ment of a broad-based, modern
and efficient civil service. In con¬

trast to other Colonial powers, the
British did not exclude Indians
from positions of high responsibil¬
ity and at the time of independ¬
ence the highest posts of Govern¬
ment were shared almost equally
between British and Indian na¬

tionals while the second and lower
ranks of the civil services were

completely Indian. This is one of
the factors which distinguishes
India today from the other ex-
colonial territories for we started
our independent existence with a

very large number of people who
had exercised the highest execu¬

tive, legislative and judicial func¬
tions and were well versed in the

arts of government and the ways
of the world.

The manner of the departure of
the British from India is also

exceedingly important in order to
assess where Indian society is
going. Indian freedom was hot
offered to us on a platter as a
result of a change of heart in the
United Kingdom. Nor was it one
of the incidental by-products: of
the second WorldWar. The strug¬
gle for Indian independence lasted
no less than 62 years £md not only
did it weld us into a nation but it
gave us valuable training in
democracy, for the Indian Na¬
tional Congress was a democratic
organization whose roots went
down into every village. We were
in 1947, therefore, strangers
neither to democracy nor to self-
reliance.
I have taken so much time to

sketch the historical perspective
for Indian economic development
because,;!, feel that it is not often
appreciated that there are abiding
forces at work in India which
make for progress and dynamism
in an environment of political and
social stability. Our long tradition
of tolerance and peace, the evolu¬

tion of a class of talented and

experienced businessmen and ad¬
ministrators, the existence of a

strong, educated middle-class and
the spirit of mass cooperation and
sacrifice in the cause of national

uplift and liberation — these are

factors — the roots of which go

deep in our history; and the vital¬
ity they, impart to the Indian
scene, therefore, is something in¬
herent and not merely the. out¬
come of the accidents of national

leadership however important
such leadership may be from time
to time. . , . ' j ... ...

Can't Generate Savings from
Poverty

It, is not my intention to under¬
estimate in any way the tremen¬
dous difficulties that also lie in
the way of rapid economic devel¬
opment in India. The Very size
of the country, constitutes both a

problem and an opportunity. To
add to this, India is an incredibly
poor society. The average per
capita income of the Indian even

today is $60 per annum. Is it pos¬
sible for you to imagine what kind
of life people live on less than

$1.25 per week? The misery that
results from such extreme poverty

has to be seen and experienced
before it can be believed. And
from the point of view of the
economist seeking to change this
situation, its importance lies in
the fact that given this kind of
income it is next to impossible to
generate any savings from it, for
a large portion of any increase in
production. must be devoted to

consumption rather than to in¬
vestment.

\ Further, the democratic frame¬
work within which we operate
limits the pace Of progress, for
the forces of voluntary coopera¬
tion cannot always match the ef¬
fectiveness of totalitarian methods,
at least in the short run. And yet,
the whole ■ significance ? of the
Indian effort at economic devel¬

opment lies in our attempt to
eradicate the inhumanity of pov¬
erty without courting the indig¬
nity of Violence and slavery.
We always realized long before

independence that mere political
independence would mean little to
the common man unless it re¬

sulted in rapidly raising the
standard of living of the people.

We, therefore, devoted ourselves,
. Continued on page OS
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A Call for More Private
International Financing

By•■■Sainuel C. Waugh,* President, Export-Import Bank of
W ashington, Washington, D. C.

Eximbank head challenges private investment bankers to replace or

supplement much further the activity of his independent government
agency. This to be done by providing private equity financing and
even debt capital, in part or in full, in the fields pioneered by the
U. S. Government and through the Eximbank. Mr. Waugh recounts

ways joint sharing has already taken place in his solicitation of
broader joint venture participation; describes the concepts governing
the bank's operations, and its conservative management; and sees
such joint efforts furthering two-way trade and the cause of the
; Free World.

Since coming to the Export-Im¬
port Bank four years ago, one
of my primary duties has been
to respond to invitations to tell
fellow Ameri¬
cans about
this unusual

Bank. Upon
coming to the
Bank in 1955

I quickly dis¬
covered the

Export-Import
Bank — a

source of

great financial
importance to
the people of
United States
—had been
hiding its light
under abushel.
It may be that we at the Export-
Import Bank have ben neglectful
in not telling the Investment
Bankers Association about Exim¬
bank—as the bank is called—be¬
fore this. And therefore I express
the hope that the factual story
about this government institution
may be beneficial to everyone.

It came to me as a shock, when
I received my current appoint-

Samuel C. Waugh

ment from the President, to learn
that even former, members of the
Cabinet as well as representatives
of the Little Cabinet did not know

either of the Bank's operations or
the fact that it was located in the
heart of Washington. This despite
the fact that the Export-Import
Bank observed its 25th anniver¬

sary on Feb. 12, 1959.
This invitation was accepted be¬

cause of our desire to tell about
the operations of an independent
agency created and so designated
by the Congress, whose capital
stock of $1 billion is held for the
benefit of the taxpayers by the
Treasurer of the United States.
Those who pay- taxes (and I as¬
sume that could be classed as an

all - inclusive designation) are
therefore stockholders and are

entitled to a periodic report.
Then, too, during my six and

one-half years in Washington, I
have sensed a growing tendency
upon the part of businessmen to
realize the fallacy of the old

cliche, ''Business and politics do
not mix." Any businessman who
is so obtuse as not to comprehend
the effect on business of the day-

to-day decisions in Washington is
as antiquated as a Model T Ford
or the now extinct, proverbial
dodo bird. There is a crying need
in Washington today for more
businessmen to interest them¬
selves in government and I cer¬

tainly include investment bankers
in this category.

May I recommend a careful
reading of the article in the De¬
cember issue of "Fortune" entitled

"Corporations Make Politics Their
Business."

Last April, at their Spring
Meeting, the Executive Council
of the American Bankers Associa¬

tion approved a statement pre¬

pared by their Credit Policy Com¬
mission which in essence stated,
". . . the long-run public interest
will best be served by the ulti¬
mate return of all (government)
loan and credit functions to pri¬
vate risk-taking institutions (and
here I assume they refer to in¬
vestment as well as commercial

bankers) operating in markets
where forces of supply and de¬
mand determine how funds are

allocated to different sectors of
the economy."
We can probably all agree with

the basic principles of that dogma.
However,- is it unreasonable to ask
how and why did the government
get into the banking business?
And even more important, what
is being done by those interested
who object to the government's
activity in this field to eradicate
the so-called evil?

Those of us who lived and
worked through the period of in¬
vestment banking in both the
domestic and international fields

following World War I remember
the inadequacy of methods, regu¬
lation, and experience, all of
which contributed to substantial
losses. These losses are remem¬

bered today by the old timers who
are still directing the investment
policies of banks, insurance com¬

panies, investment trusts, pension
funds, et al.

Export-Import Bank's Guiding
Concepts

Two of the most often repeated
cliches of the day are in respect
to the world growing smaller and
the constancy of change. Most
certainly the investment banking
business as it is conducted today
is a far cry from the operations of
the Roaring,l20's. What I shall try
to do is to tell the story of one
self-sustained government institu¬
tion which for 25 years has been
guided by three basic concepts.
The statute under which the

Export-Import Bank operates to¬
day provides:

(1) The objects and purposes of
the Bank shall be "to aid in fi¬

nancing and to facilitate exports
and imports and the exchange of
commodities between the United
States . . . and any foreign coun¬

try or the agencies or nationals
thereof."

(2) "It is the policy of the Con¬
gress that the Bank in the exer¬

cise of its functions should supple¬
ment and encourage and not
compete with private capital, . . ."
and

(3) ". . . that loans . . . in the

judgment of the board of direc¬
tors, offer reasonable assurance of
repayment." > '
I will discuss briefly each of

the three basic concepts.
The management of the Bank is

delegated to a board of directors
of five appointed by the President
of the United States by and with
the advice and consent of the
Senate. Of the five members of

the board, not more than three
shall belong to one political party.
A 1954 amendment to the Ex¬

port-Import Bank Act provided
for an Advisory Committee of
nine members, appointed by the
board of directors upon the rec¬

ommendation of the President of

the Bank, who shall be broadly
representative of production, com¬
merce, finance, agriculture and
labor.

For your information, the mem¬
bers of this Advisory Committee
have been designated for two-
year terms and have met three
times a year for the last four
years. I would like to take this
opportunity to pay tribute to the
business and professional men
who have given freely of their
time and knowledge to advise the
board of directors, officers and
staff of the Bank on all major
matters of policy. I hope we can
look forward in the future to

having a member of the Invest¬
ment Bankers Association as a

member of our Advisory Com¬
mittee. .. , . 7 7

: The Bank, in its 25 years' his¬
tory, and including the first quar¬
ter of fiscal year 1960. has author¬
ized credits in 70 countries total¬

ing more than $10.4 billion. Of
this amount $400 million has been
taken over by others at their own
risk. There have been cancella¬
tions for one reason or another of
somewhat more than $1 billion.
The Bank has disbursed approxi¬
mately $7 billion.
Over 50% of the loans—more

than 3.7 billion—has been repaid.
The Bank has outstanding $3.2
billion of loans: on which pay¬
ments are being made on regular
schedule. In addition * the Bank
has commitments of about $1.5
billion, representing for the most
part orders placed and under con¬
struction.

These figures are bur answer to
whether or not the Bank has

played a role in the financing of
our international trade.
Who handles all this money and

keeps track of it? Well, the Bank
has a total staff of 225, including
some 40 economists, engineers,
loan officers, lawyers and bankers
who have over 600 years cumula-
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tive experience in their respective
fields. This staff is headed by an

Executive Vice-President who acts
as the liaison officer between the
directors and staff. These men

have worked all over the world
and make periodic trips to foreign
lands to visit the projects and in¬
stallations to inspect our loans
and study prospective credits. This
staff has been of immeasurable
assistance to American and for¬

eign businessmen over the years.

Conservatively Operated
\ During its 25 years' history the
Bank has had a gross income in
.excess of SI billion. Of that
amount there has been paid to the
United States Treasury nearly
half a billion in interest and divi¬
dends. Administrative expenses
for the 25 years total of 1% of
loans disbursed. Losses charged
off have been $2.9 million—a frac¬
tion of 1% of gross earnings. The
net balance, carried as a reserve,
is $550 million.
These figures represent our an¬

swer to whether or not the Bank
has been operated conservatively
and also whether or not the Direc¬

tors, during the past 25 years,
have authorized credits with rea¬

sonable expectation of repayment.
• Not waiting to overburden this
paper with too many figures, let
me just add one more series to
demonstrate the Bank's desire to

cooperate, but not compete, with
private capital. During the past
fiscal year the Bank authorized
credits totaling $885 million. Dur¬
ing the same year we obtained
$296 million of private participa¬
tion. This private participation
was represented by $29 million in
equity capital by private investors,
by $77 million in credits extended
by United States manufacturers
and exporters, and by $190 million
in credits extended by commercial
banks.

Why We Need the Import-Export
Bank >

: Now, unless I am greatly mis¬
taken, the following thought has
been running through many of
your minds—why do we need the
Export-Import Bank when we
have such an important and siz¬
able investment in the Inter¬

national Bank for Reconstruction
and Development? We all know
Gene Black, who came up through
the ranks of the Investment Bank¬
ers Association. By the very
nature of the operations of the
International Bank, the relation¬
ship between the Investment
Bankers Association and the In¬
ternational Bank for Reconstruc¬
tion and Development is neces¬

sarily and properly very close.
Having served for approximately

three years by Presidential ap¬

pointment as the U. S. Alternate
Governor of the International

Monetary Fund and the Interna¬
tional Bank; having attended the
last seven annual meetings as a
member of the United States del-

,-egation; and having served first
as a director of the Export-Import

, Bank, representing the Secretary
of State; and having served for
the past four years as an execu¬
tive officer of the Eximbank, I
should be qualified to discuss the
operations of the two institutions.
This I will try to do, objectively.
Last month, in talking before

the National Foreign Trade Con¬
vention in New York, I made the
following comments:
"I believe in international trade,

in international cooperation, and
i n international organizations
wherein the respective member
countries carry .their, proportion¬
ate responsibility.r I will go fur¬
ther and say that our own coun¬

try, blessed as it has been, should
carry even more than mathema¬

tical proportion of any agreement

undertaken. However, in making
international commitments is it

not imperative that the basic con¬

cept, i.e.r of maintaining a strong
U. S. economy, be kept in mind?

"Our own country can neither,
abdicate the responsibilities to
which we have fallen heir nor

delegate them exclusively to in¬
ternational bodies. In making this
purely personal observation I am

thinking of our position in the
economic and financial as well as
military fields.
"During the last four years fi¬

nancial crises have arisen in coun¬

tries in Europe, Asia and Latin
America. These crises have in

every instance involved the move¬

ment of international trade to
which the Export - Import Bank
has been traditionally dedicated
during its 25 years' history. In
my opinion my predecessors as
well as my present associates can

take a degree of pride in the
manner in which financial assist¬

ance has been granted, and quid

pro quos have been accorded in
these emergency cases."

Contrasts IBRD and Export-
Import Bank

In making these statements I
am not in any way, shape or form
trying to minimize the importance
of the International Bank for Re¬
construction or its operations,
which are so well and favorably
known. Rather, I am trying to
emphasize that in the highly com¬

petitive field' of international
trade in which we are now in¬

volved, it behooves our govern¬
ment to maintain a sound finan¬
cial institution to support United
States business and one that can

and will cooperate with private
capital in the international trade
field.

The Export-Import Bank loans

in dollars and collects in dollars,
and limits its loans to purchases
made within our .own country.
Our Bank makes many loans in
the private sector as well as to
governments and government en¬
tities. We encourage the export
of the time-honored precepts of
private enterprise, individual ini¬
tiative, and the so-called Ameri¬
can know-how. The Bank is au¬

thorized to extend credits both
with - and without government
guaranties. , • /
The International Bank for Re¬

construction and Development, by
its very nature, is an international
institution and properly requires
both ^international bidding and
government guaranties -on each
loan. This requirement is man¬

datory, even though the financing
is in the private sector.

Following World War II and
during the reconstruction and de¬
velopment period when the Inter¬
national Bank was organized, and
during its earlier years of opera¬
tion, the United States was the
only country which could suc¬

cessfully compete in international
bidding. The decline in the per¬
centage of International Bank dis¬
bursements spent for United
States purchases during the past
10 years is marked, and is con¬
crete,evidence of the recovery of
business in the heavy industry and
capital goods field throughout the
world. It is generally conceded
that this recovery came about as

a result of the Marshall Plan,
which was financed wholly by the
United States.

Let me hasten to add% in order
Continued, on page 33
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So Much Depends Upon
Labor-Management Peace

Jiy. Hon. James I\ Mitchell,* Secretary of Labor

In laying down four objectives to govern and guide American labor-
management relations, Mr. Mitchell sees no way of our staying in the
world markets unless we achieve industrial peace as the first step in
being able to keep prices competitive. He criticizes labor and man¬

agement for not meeting their responsibilities for efficiency, for real
growth and for competitive position as well. Warning there is a third
chair, the public's, at every bargaining table, the Labor Secretary
says the time has come when we must develop a new form of com¬
munications and he indicates what should and should not be done to

improve contract settlements in line with the posited objectives.

James P. Mitchell

Briefly here are some of the ob¬
jectives I feel must govern and
guide American labor-manage¬
ment relations in the difficult, but
promising,
years ahead.
Those ob¬

jectives, as I
see them, are
these:
To improve

t h e efficient

operation o f
our economy;
To generate

a rising stand¬
ard of living
based upon
real earnings
and incomes;
To maintain

a competitive
position in world markets;
And to develop new forms and

means of communication upon
which to base lasting industrial
peace.

These objectives resolve them¬
selves into a general need — to
maintain a rate of economic
growth commensurate with the
needs of our people and our re¬

sponsibilities in the free world.
It is my hope also to explore

as well some of the attitudes of
labor management that help them
or hinder them in reaching those
objectives.
% But such objectives can be un¬

derstood only within the context
of a developing world economic
and social order that is, in itself,
capable of forcing radical domes¬
tic changes within every nation.

We have too long regarded the
institutions of labor and manage¬
ment as domestic responses to
economic change, exclusive to the
nations of the West. History has
quickly outmoded that view. Our
labor and management structures
are now a part of the most crucial
social and economic revolution in
man's history, one that encom¬

passes hundreds of millions of
people in a broad arc across much
of the world where civilization
has stagnated.

Pitfalls to Avoid

Our preoccupation with our own

forward thrust has narrowed our

vision so that now we find with
surprise that the same ratio of
four families in every five com¬
pelled to work the land for exist¬
ence that maintained at the be¬

ginning of urban settlement 10,000
years ago. still prevails for two-
thirds of the world's people.

1 We realize that the western
nations alone have broken the

grip of want and poverty.
With 6% of the world's people,

for example, the United States
enjoys 47% of the world's real
income.
Our per capita income is some¬

thing over $1,500. In most of Asia,
most of Africa, and much of
Latin America, per capita income
is under $300.
The gap is widening.
In the last eight years, while

the poor standard of living in
many of the "under-developed"
lands was holding steady under
mounting population pressure,

that of both Europe and the
United States was rising.
The United Nations has esti¬

mated that the percentage of the
world's people that are malnour¬
ished has risen since the war from

72% to 75%.
Three out of four of the mem¬

bers of the human family, are
underfed.

Yet these people know, for the
first time, that they can aspire
to a- better status and gain it.
They have watched the growth

of Russia, and they have long
been familiar with the education
and the ease of the opulent white
man. •

They know, in short, that they
can be a "have" nation. % / •

This is one of the most power¬
ful aspirations in history..- Socie¬
ties the world over are responding
to it with a fervency that is top-,
pling old, traditions, breaking
through customs, and requiring oi
all the nations a decision.
"

It is against this background,
and within this context, that the
objectives of labor and manage¬
ment in the United States must

stand and be measured.%■■•••■

An Efficient Economy 1

I listed, as the first objective,
the efficient operation of our

economy. The United States pos¬

sesses, without equal, the most
efficient economy on earth.
In the last 50 years, the gross

national product per capita has
tripled. That is, the amount of
goods and services for every man.
woman and child in the nation

has tripled.
This growth was accomplished

without adding a larger and larger
proportion of the population to
the labor force, and without in¬
creasing hours. In fact, we have
reduced hours as well as reducing
the proportionate number of peo¬
ple in production.
This is a classic example of in¬

creased productivity.
This trend is continuing; pro¬

ductivity is increasing—but is it
increasing fast enough to keep
pace with a population growth
and a demanding but necessary
defense posture?

Certainly many leaders of man¬
agement and labor are asking
themselves this question.

Bear; Stearns & Co.
Members New York Stock Exchange
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It is indicative to me that in
those industries in which the

bargaining table has tended to
become a battleground, this issue
of productivity and efficiency is a
common one.

No government official and no
economist can set a productivity
rate, or an efficiency rate, for in¬
dividual industries — except, I
imagine, in Russia—but the atti¬
tudes of some of the parties who
negotiate the issues are certainly
open to comment.
The objective of efficient opera¬

tion of the economy will not be
met by a management attitude so

unskillful that it attempts to
change in a stroke, by the bang
of a single gavel, working habits
built up over many years, through
many bargaining sessions.' To as¬
sume this attitude is to believe
that changing words on a piece of
paper is a -substitute for good
management;' many of the prac¬
tices that the words seek to

change are the habits of human
lives, to be approached thought¬
fully, carefully, and with full
respect to the man who possesses
them..

Nor will the objective of effi¬
cient operation of the economy be
met by a labor attitude that sees

in a status quo the answer to
every challenge of change. Cer¬
tainly there-, are wasteful and
archaic practices in existence to¬

day that cannot be defended by
any line of logic, and there must
be alternatives for them and the

people they involve. And I sub¬
mit that in the world I have de¬
scribed the status quo at any

price is too large a price.

Generating: Ileal Growth
The second objective is to gen¬

erate a rising standard of living
based upon real earnings and in¬
comes.

Our productivity has tripled the
number of goods and services for
our people—but can we afford to

enjoy them?
On the record we can; there has

been an increase not only in
money earnings but in real earn¬
ings as well. Real wages have
risen faster than prices.
But here again we must ask:

can we continue as we have?

And here again we must seek a

balance.

One of the grave effects of an

inflationary economy is that it
erodes the concept of the real
wage. Inflationary growth is pat¬
ently meaningless growth: an

inflationary wage is clearly a

meaningless advantage. Yet in an

atmosphere of inflation there is
apt to. be a demand for increased
wages, real or not, and for in¬
creased prices, whatever the effect.

Thus, more and more for every¬
body may mean less for all.

Yet it seems to become more

and more difficult for labor and
management to exercise restraint
in this area. Managements are
competing for money in a market
that makes judgments on divi¬
dends. And labor is committed to
a policy of seeking more and more.
But both of them have been able

to meet these objectives thus far—
but too often the consumer is the
one who has paid.
And I have the feeling that the

public is going to insist that its
own interest be added to the

others* and that a chair be set for
the public at the nation's bargain¬
ing tables.
It would be to the advantage of

both labor and management to
recognize that. :

The need for economic growth
with a stable price level has a.

bearing upon the next major ob¬
jective, maintaining a competitive
position in world markets.

Competing in World Markets

At the end of the war, the mar¬
kets of the world were almost ex¬

clusively ours. The factories and
plants of our competitors lay in
rubble and ruin. Now the smoke

is pouring from the stacks again
and we find ourselves in a tough
competition.

Historically, other industrial na¬
tions have been our best customers
because their high standards sup¬

ported the purchasing power with
which to buy. But there will be
a world full of new customers in
a few years, and to lose the exist¬
ing markets js to lose the new

ones as well. &

I can see no way of staying in
the world markets unless we are

able to keep prices competitive.
In the long run, I am convinced

that rising standards in other na¬

tions will lessen the competitive
advantage that a sub-standard
wage now offers.
It is to our national interest to

■ promote within other countries an

increasing ability to buy our prod¬
ucts. at the same time making this
nation an attractive place to shop
by offering competitive prices. }
Now none of these things is

possible without stability in the
producing segment of the econ¬

omy, without industrial peace in
America.

The record, obscured by the
steel dispute, appears to be a good
one. Since 1953 through October
of 1959—a period including the
steel strike, man-days of idleness
resulting from work stoppages
have constituted only .29% of all
working time. This would indicate
a general tranquillity in industrial
relations, broken only occasion¬
ally by stoppages such as that in
steel. And this year there have
been, in addition to the steel dis¬
pute around which the headlines

cluster, a number of notable set-
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tlements in important industries
without strikes.
I say the record appears to be a

good one, for this reason:

How many of those settlements
were made because neither labor
nor management was willing to
face up to the demands of change
I have indicated thus far?

»What price are we willing to
pay for industrial peace?
It may be, and I doubt if any

man can say at the present, that
settlements based upon a post¬
ponement rather than an accept¬
ance of responsibility may prove

more costly to our society than a

strike.

The objective of maintaining in¬
dustrial peace cannot, in short, be
met unless labor and management
meet their responsibilities for effi¬
ciency, for real growth,. and for
competitive position as well.
And they can't do that unless

they talk to one another in a dif¬
ferent way than they have been
talking.

Needed—A New Form of

Communication

What is needed is a new form of

communication, carried on outside
the bargaining table, carried on

frequently over a period of time,
to agree on what they can agree

on, and to develop a mutually un¬
derstandable vocabulary to deal
with those problems they cannot
agree on.

Let them agree on one idea as

a starting point. That idea is this:

^Owners and stockholders, union
members and employees, the con¬
sumers and the public, all have a

right to a fair share of increasing
productivity.
Let them agree that the time

has come when a third chair is at

every bargaining table, the chair
in which the public sits—the chair
in which as consumers and tax¬

payers they sit themselves.
I have indicated many other

things they might profitably dis¬
cuss. If I may return to the first
objective, for example, I con¬
cluded with a description of atti¬
tudes concerning efficiency — a

management attitude that de¬
mands instant change and a labor
attitude that demands no change
at all, and, in some cases, vice
versa..

Now it is not unreasonable to

me to think that if all of the

money, and the effort, and the
imagination expended in propa¬

gandizing against these attitudes
was spent instead on ways and
means-to resolve them, .that we

would get farther along than we
have been getting.
I would be curious to know

what proportion of total company
expenses in this country, laid out
for such useful items as product
testing, market analysis, adver¬
tising, research and development

and production costs, is allotted to
understand fully that most basic
and purposeful of all activities—
the day-to-day relationship be¬
tween employer and employee.
I would be curious to know

what proportion of the total dues
money collected by American
labor unions is used to foster and

promote an understanding of the
problems of the industries for
which the members work. ■

"

But even this would not replace
communication between them.

.Real earnings and real wages,
settlements in the public interest,
the acknowledgment that the con¬

sumer has a right to a fair share
of increased productivity, engi¬
neering a price line for competi¬
tive markets, keeping the indus¬
trial peace—how badly communi¬
cation is needed on these matters.

Labor and management in this
country have got to start talking
to each other in a more meaning¬
ful way. They have to rid them¬
selves of the old social and politi¬
cal divisions that no longer exist,
for our economy is the bedrock
of the western world and its

strength depends upon the good
sense and the good will of the men

who operate it.

There are many alternatives to
stalemate, but there is no alterna¬
tive to losing the confidence and
the trust of the world that is shap¬
ing around us.

It is surprising how immediate
long-range interests become.
It is surprising how quickly

plenty of time becomes too little
time.

In the objectives I have re¬

viewed, our nation has done well
—but we must do better, and we

must begin doing better now,
It may seem a surrender to

drama to speak of want here, but
want rules the world, and want
will change the world. Whether or
not that change will continue for
the human family the ideals of in¬
dividual dignity and freedom that
we preserve depends- in some

measure on how the richest econ¬

omy in man's history responds to
the incentives of purpose and re¬

sponsibility that destiny has
placed before it.

Hayden, Stone to
Admit Partners -

On Jan. 1 Hayden, Stone & Co., 25
Broad Street, New York City,
members of the New York Stock
Exchange, will admit Charles T.

Jawetz, William F. Rowley, Orvis
Sowerwine and John M. Wenner
to general partnership, and George
D. Duff, Alice S. Jawetz, Daniel F.
Rice, Ada L. Rice and Lorein M.

Rice to limited partnership in the
firm. Charles T. Jawetz has been a

partner in Daniel Reeves & Co.

Mr. Rowley, Mr. Wenner, Daniel

F. Rice and Lorein M. Rice were

partners in Daniel F. Rice and
Company.

Four Kinnard Offices

MINNEAPOLIS, Minn.—John G.
Kinnard and Co. has . opened
branch offices in the Manhattan

Building, Fergus Falls, under the
direction of E. A. Solem; at 118
South Main St., Le Sueur, under
the management of Milton M.

Malone; at 103 North Broadway,
New Ulm, under the direction of

Joseph Keckeiseji; and at Sauk
Centre under the direction of

Donald W. Otto.

Robert Garrett to
Admit H. A. Prior
BALTIMORE, Md.— Robert Gar¬
rett & Sons, South & Redwood
Streets, members of the New York
and Philadelphia-Baltimore Stock
Exchanges, on Jan. 1 will admit
Howard A. Prior to partnership.

Now General Planning
BROOKLYN, N. Y.—The Invest¬
ment business of Martin P.

Rogers. -16 Court St., is being-
continued under the firm name

of General Planning Co,

"'An address by Mr. Mitchell before
the 48th Annual Investment Bankers

Association of America Convention, Bal

Harbour, Fla., Dec. 2, 1959.

Francis I. dirPont
To Admit Partners
Francis I. du Pont & Co., 1 Wall

Street, New York City, members
of the New York Stock Exchange,
on Jan. 1 will admit Hugh C. Wal¬

lace and Gough W. Thompson, Jr.,
to partnership.
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Report of IBA Insurance
Securities Committee

Investment analysts are provided a suggested comprehensive method*
ological approach to the evaluation of insurance securities as well f
as an up to date accounting of significant events affecting the indus*
try. Investment specialists' report to IBA points out diverse invest¬
ment advantages found in life companies and in leading fire and
casualty underwriters that are difficult to find elsewhere. The report
also analyzes the impact of the new tax on life insurance companies.

Why insurance securities deserve a size and complexity not war-
serious investment attention is ranting serious attention. As a con-
stressed in Insurance Securities
Committee report delivered to the
Investment
Bankers As¬

sociation at

their- annual

meeting by its
Cha ir rn a n,
Shelby Cul-
lom Davis of
the firm bear¬

ing his name
in New York

City. The
committe e's

report makes
clear that

leading stocks
offer varied

opportunity to
meet almost any investment ob¬
jective and offers security and
stability of cash dividend returns
matched by no other industry over
the past century and more due to
its breadth of diversification.

The text of the Report follows:

The Scope of Insurance Securities
The majority of investors tend

to consider insurance securities of

Shelby Cullom Davis

sequence, investment in this field
has been preempted, in large
measure, by a relatively small
group of sophisticated affician-
ados!

; ■) The field of insurance invest¬
ment, however, is quite large and
offers a. wide choice of different

jf,types of securities to meet vary-.*

ing investment requirements. For
example, there are about 50 stocks
in the Fire and Casualty industry
with fairly active markets and
perhaps 15 or 20 which can be said
to have broad markets. Taking 15

. of the largest companies in which
t general investors might partici¬
pate, "one finds a total net worth
(capital and surplus) as of Dec. 31,
1958 of $3.4 billion. These 15 com¬
panies constitute considerably
more than half the total stock in¬

surance business.

Total assets of all stock fire
and casualty companies are ex¬
ceeded in size by the oil industry.
The insurance industry is larger
than steel, chemicals, automobiles,
paper and other such important
investment areas.

The life insurance business—

while dominated by mutual com-
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panies—also has an active group
of stock companies having total
assets of the order of $35 billion.
Ten leading companies in this
field which have institutional
investment standing have capital
funds of about $2 billion and a
market value of over $4 billion.

Combining 15 leading property
insurers and 10 leading stock life
companies, total capital and sur¬
plus is over $5 billion and total
market value over $7.5 billion.
The foregoing figures are rough
but they clearly indicate an
industry of real investment con¬
sequence.

The scope of the industry in
terms of the service it provides
is broader than almost any other
single business. Every productive
enterprise and almost every in¬
dividual is* directly a . customer
and everyone is • indirectly r a

customer. The size of the business
is directly related to overall eco¬
nomic activity and, in fact* grows
faster than the economy 1 as a
whole because of the continuous,
proliferation, of new coverages.
Fire insurance/ once, the whole
business, is/now .only a small
proportion of total volume, and
while growing absolutely year by
year in pace with the growth of
physical assets, is steadily shrink¬
ing relative to the total by reason
of the much more rapid growth of
other lines. In the life business,
straight life is very important but
also declining as a percentage of
total underwriting as new types
of policies such as endowments
develop.
The leading stocks of the in¬

surance industry offer the in¬
vestor a varied opportunity

through which almost any invest¬
ment objective can be met. For
example, the life companies and
some of the leading fire and
casualty underwriters offer low
immediate returns with promise
of greater than average growth
in value. On the other hand, cur¬
rent yields,* of ■ greater ^amount
than available in the average, in¬
dustrial can be had invmany of
the old line property companies.
For the investor who is interested
in participating in the common
stock market, some insurance
companies offer prime investment
stocks at a discount. Others offer
a major participation in the bond
market with its rising interest
rates on a highly leveraged basis.
In this category, the life com¬

panies and some of the casualty
companies can be listed. Thus, the
scope of the industry offers the
intelligent investor in varying
combinations, yield, growth, and
such participation in the general
market—stocks or bonds—as may
be desired. In addition the indus¬

try offers a security and stability
of cash dividend return matched

by no other industry over the
past century and more. This
stability is based on the breadth
of diversification of the primary
business — insurance, and more

importantly, perhaps, in the
diversification of the invested as¬

sets of the industry which are a
cross section of the host, invest¬
ments in all other industries.

H

A Basic Approach Toward the
Analysis of Fire-Casualty

Insurance Stocks

Although there are approxi¬
mately 800 stock fire-casualty
companies and between 2,500 and
3,000 mutual companies in the
nation, market interest in fire-
casualty stocks is concentrated in
about 70 companies, which write
approximately 90% of the total
stock company premium volume.
Most of these companies have
extremely simple capitalizations
consisting of common stock only.
The companies whose stock is
publicly available, and which en¬

joy fairly wide stock ownership,
currently have about 100,000,000
common shares outstanding. One
company is listed on the New
York Stock Exchange (Con¬
tinental Insurance (CIS); five are

listed on the American Exchange
but these and almost all other
issues are traded in the over-the-
counter market; an extensive list
is quoted daily in a large number
of newspapers.

The fire-casualty insurance
business is a dual endeavor, in¬
volving two basic operations:

(1) The assumption (or under¬
writing) of insurance risks, for
which the insurance company
receives a specified premium pay¬

ment, which with all other
premiums should prove sufficient
over a period of time to pay
claims (losses) and operating
overhead (expenses) of the com¬

pany.

(2) Since more than 85% of the
assets of the fire-casualty insur¬
ance companies; are represented
by investments of various kinds,
the

. operation of an insurance
business/ necessarily entails the*
management of a diversified in¬
vestment portfolio from which
the company endeavors to obtain
a reasonable rate of income and

efficiently preserve r the capital
value of investments. % •/ /%.%%•
In other words, to properly

evaluate.a fire-casualty insurance
company, it is necessary to an¬

alyze both the insurance business
and the investment management.

Types of Risks Written

Prior to 1955, the fire-casualty
industry was, in effect, two
separate industries. Fire insurance
companies, as such, were per¬
mitted by state law to write only
the so-called "property" lines, in¬
volving losses of tangible wealth,
while the casualty insurance com¬

panies could write only "liability"
coverages, involving generally
injury to human beings. There
had, however, been some tendency
toward consolidation of various of
these coverages through the use
of insurance company "fleets,"
whereby a fire (property) insur¬
ance-company owned a. casualty

(liability) company, or vice versa,
so that while there was a legal
separation between the two basic
types of coverages, the companies
involved had identical manage¬
ments and similar agency organi¬
zations through which to produce
business. Nevertheless, it was not
until 1955 that all 48 states per¬
mitted complete intermingling of
the various coverages in one
company. Since the law has been ;
in effect most companies have
begun to write all types of insur¬
ance. To assess the investment
status of specific companies, it is
necessary to appraise the outlook ,

for the individual class of risk.
The most important types of in-
surance written are as follows:

(1) Automobile Bodily Injury >

and Property Damage—About 26% ^
of total business represents insur-',
ance protecting the policyholder ,

against claims for bodily injury /
and damage to .property of others
resulting Trdm.The ownership or
use of automobiles.; - ; V/

(2) Fire' Insurance— Approxi- !
mately 15% of all business written 1
by the stockmompani&r is repre¬
sented -by this -coverage, which
protects against loss caused by fire
to buildings and their contents. .1

}

% (3)/.Automobile Physical Dam¬
age—Making up 15% of total vol¬
ume, this line insures automobiles
against loss by fire, theft and col- .

lision (involving damage to the ,

vehicle owned by the insured).
7 (4) Workmen's Compensation— :
This risk indemnifies employers
for liability to injured employee$ ,

as prescribed under s:ate compen¬
sation insurance laws and produces
about 9% of premium income.

(5) Accident and Health—Mak¬
ing up approximately 8% of ag- ;

gregate premium volume, this -

coverage provides funds needed .

for hospital expenses, surgical op¬
erations and medical care; it may %
also include weekly income bene- 1
fits. This is the one major cover- :

Continues cm page 84 '
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Report of IBA Municipal
Securities Committee

Principal developments of interest to municipal securities industry are
: reviewed in the Municipal Securities Committee report to investment

bankers at their 48th annual national meeting. This includes a sum¬

mary of significant "metropolitan area" problems and their solutional
experiences reported by a special subcommittee on the subject headed
by Alan K. Browne, Vice-President, Bank of America, San Francisco,
Calif. Other events covered arer recommended procedures in printing
legal opinions on bonds, and in providing financial information for
general obligation and revenue bonds; current tax hearings touching
on tax exemption status of municipals, housing bonds, municipals
used to finance industrial plant construction, and subsidies for class¬
room construction; new life insurance income tax act; pass-through
of tax exemption; and judicial decisions affecting municipal financing.

legal opinion" of the specified eluded among the subjects to be ' V
bond attorney and (b) the name considered, but the hearings are - » . , .• - - -
of the ? bond attorney should be not aimed particularly - at that Ueaeral Legislation '
included at the end of the , legal subject. In the panel discussion (a) Proposed Community Facili-
opinion. V , - - on the tax immunity for state and • ties Act of 1959.

_ municipal bonds the participants H. R. 5944, in the proposed Com-
supporting the exemption were munity Facilities Act of 1959,

Tax Hearings Mr. Cushman McGee (R. W. would authorized Federal loans
The House Wavs and Means Pressprich & Co" New York)J to municipalities, in an aggregate

Committee commenced a series of Mr- Harry Seve"on consulting amount^ toexceed fWOpO.-
panel discussions, which will con- economist, New York, and Mr. of commun"ty faCU-tinue m December, by persons Northcutt Ely (an attorney, Wash- ities for sewer Dublic bos
invited to participate in the dis- ington, D. C.). pitels or^uming^L or nonl
cussions to study the opportunities If any legislation is subse- profit hospitals. The Federal loans,
for constructive reform of the quently introduced which would ^turities up to 40 years,
Federal income tax system. The affect the exemption for interest determineT under^' fomula^n
areas to be considered will in- on state and municipal bonds, the bill, if they could not be ob-
elude, among others, practically members will be notified promptly tained from other sources on

all exemptions and deductions, so that they can communicate equally favorable terms and con-

The tax immunity for interest on with their Congressmen regarding ditions. The bill would also au-

Continued on page 54
Pleased with the obvious prospects Copies of the book are available

t t d municiDal bondt; is in_ anv «,uoh Dr0nosal
that a new record high in mu- at $2.00 per copy from the IBA. p bonds is in any such proposal.
nicipal sales will be made this
year, the Municipal
C o mmittee,
guided by its
helmsma n,
Walter H.
Steel ofDrexel
& C o., New
York City,
singles out for
the benefit of
the IBA mem-

bers as a

whole the
'status of cur¬

rent activities

'affecting the
municipals in¬
dustry. The
Committee

Securities H

Walter H. Steel

Proposed Program of Public
Information for Municipal Bonds
At the Spring Meeting of the

IBA in May of this vear the

Municipal Securities Committee
approved a proposal for a broad
public information program on

municipal securities, to be fi¬
nanced by a contribution of five
cents per municipal bond col¬
lected by the syndicate manager
on each issue of $500,000 or more.
IBA President Kerr sent to all
members a copy of the report and
recommendations on the proposed
program and a summary of the
pros and cons regarding the pro¬

posed program. By the time of
announces its pleased reaction to the Board Meeting at Santa Bar-
the sale of its handbook on the bara in September it had become
"Fundamentals of Municipal apparent that, while there was
Bonds" and makes known the strong support for the proposed
findings of its special subcommit- program, there was also strong
tee" that has been analyzing over- opposition to certain aspects of
lapping metropolitan area prob- the proposed program and its
Terns and solutions thereto. financing.

The text of the Report follows: At the meeting of the Board of
The sales of municipal bonds Governors of the IBA in Septem-

during the first ten months of ber, IBA President Kerr appoint-
1959 have continued in large vol- ed a special committee, consisting
ume, aggregating over $6,700,000,- of present or past officers or

000, which indicates that volume members of the Board, to attempt
for the full year probably will to reach an accord on a public
exceed the previous record annual information program for munici-
volume of $7,400,000,000 in 1958. pal securities which would be
This volume has been handled acceptable to both the proponents

during a period of relatively high and the opponents of the program
interest rates and with pricing as originally proposed. It is ex-

■problems for underwriters in l'luc- pected that the report of that
,'Tuating interest rates. Measured special committee may be made
-by "The Daily Bond Buyer" 20- during this Convention.
;Bond Index the market for mu¬

nicipal bonds reached its highest ®
; point (with yields at their lowest Printing Legal Opinions on

level) in March at 3.26% and its Bonds

At the last Annual Convention

?nIpnt^mhpr af This of the Association a resolution
marks the^ lowest level of the was adopted this Committee

f marks the lowest level o me and approved by the Board of
market by this Index since 1935. Governors, recommending that
Some of the principal develop- whenever possible and practical, Future Head Office of The Chase Manhattan Bank

. ments of interest to the municipal a copy of the complete final legal

?f*uv!'"™T",dustry are reviewed opi"ion„with the name of the Underwriters and Distributors ofin this repoit. bond attorney be printed on the r% uAiiemr aACKIAX/
back of municipal bonds. A copy STATE, MUNICIPAL AND PUBLIC HOUSING AGENCY
of that resolution was sent by DHKinc aKin NOTFQ

Handbook on "Fundamentals of IBA President Kerr to all IBA DvJrMUOMiMLJ
Municipal Bonds" members with the request that . \

A Handbook on "Fundamentals the recommendations be followed Qq^Iqco jp pp(j Distributors Of SeCi/r/'t/'eS Of
of Municipal Bonds," prepared by and that local municipal bond
the Municipal Director with the attorneys be requested to co-
assistance of a Handbook Commit- operate in the recommendations,

tee, was published in September recommended procedure
by the Association. This book was ,-^njJjnpi "bonnl" issues of

, . . municipal bonds, and it was ap-
prepared in response to wide- proved by the Municipal Finance
spread demand for a simple ex- Officers Association at its meeting
planation of municipal bonds and *n June and by the Municipal Law
the procedures in issuing, mar- American Bar As-

__x sociation at its meeting in August.
keting, underwriting and invest¬

ing in such bonds.
A copy of the resolution is at¬

tached as Appendix A of this re-

The response to the publication port. We again urge that members
of this book is demonstrated by *n Parts of the country follow
the fact that over 6,000 copies SjLIf?fh2!??de<i proc.edure a?.drequest their local municipal offi-have been sold since the an- cials and municipal bond attorneys
nouncement of its publication in to cooperate. In this connection,
the middle of September. In ad- we express particular apprecia-
dition to large orders from invest- x!0,!"*manv bond attorneys

x i , . „. , . . „ thiough the country who have
ment banking firms, hundreds of been cooperating in the recom-
copies have been purchased by mended procedure. It should be

municipal finance officers, insur- emphasized that (a) the certifying
ance companies, bond attorneys, ^atexm+tntx ®bould include a state-

1JU • j • j- •, ment that the cony is a true and
ks, libraries and individuals. correct copy of the complete final
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Report of IBA Government
Securities Committee

Even with a balanced budget In the offing, the bond market can

expect to be under considerable pressure bound to result from im¬
proving business conditions causing banks and corporations to liqui¬
date their government securities' holdings to accommodate increased
financing needs. In pointing this out, the report to the IBA notes that
the growth of intermediates, added to the high level of short terms,
has not solved the basic problem arising from deficit financing on a

nonpermanent basis. Unless the 4Va% interest rate ceiling is removed,
the committee recommends the use of advance refunding techniques to
overcome the shorter and shorter position of Treasury debt maturities.

Robert B. Blyth

A report submitted by Robert B.
Blyth, senior Vice-President of
the National City Bank, Cleveland,
to the Investment Bankers Asso¬
ciation at their
annual meet¬

ing, scored
the "poten¬
tially infla¬
tionary tinder
box'" found in

the composi¬
tion of our

Federal debt.
The Govern¬

ment Securi¬
ties Commit-
tee reco m-

mended, under
existing Con¬
gressional^
imposed vise-
like conditions, that the Treasury
refund outstanding debt before
the approach of the maturity date
gives the investment a short-term
character.

The text of the Report follows'
The Treasury has just com¬

pleted two calendar years of def¬
icit financing. The deficit in 1958
-.vas the largest peacetime deficit
in history only to be followed by
an even larger deficit in the year

Just drawing to a close. The
budget deficit in calendar year
1958 was $7.1 billion and indica¬
tions are that 1959 will produce a

deficit of between $7.5 billion and
38 billion.
There was a striking difference

in the way these two deficits
vere financed. The 1958 deficit

vas financed through the banking

system. Bank holdings of Gov¬

ernment securities in that year

increased by an amount that ex¬
ceeded the amount of the deficit,
and other segments of the econ¬

omy in the aggregate liquidated
Government securities.

In 1959, however, this has not
been true. This year will show
a substantial reduction in bank

holdings of Government securi¬
ties. This means that non-bank
investors have not only financed
the entire deficit, but in the year,

may well have taken more than
$8 billion of Government securi¬
ties from the banking system.
Most investor segments of the

economy outside of the commer¬
cial banking system increased
their holdings of Government se¬
curities in 1959 in response to the
higher level of interest rates. The
most important sources of funds
have been corporations ($4.8 bil¬
lion est.); miscellaneous investors
including foreign account ($5.0
billion est.); and individual in¬
vestors ($3.4 billion est.). These
are at best informed estimates,
but the total of $13.2 billion can¬
not be far off the target. It con¬

trasts with a net divestment by
these same investor groups of an
estimated $1.3 billion in 1958.

Source of 1960's Problems

Looking ahead into 1960, there
is real hope that the problem of
deficit financing is at least tem¬
porarily behind us, yet this in
itself does not provide the basis
for undue optimism with regard
to the bond market. It is gener¬

ally believed that corporations
will liquidate Government securi¬
ties on balance in 1960 as inven¬

tories expand and as capital
spending programs increase. Fur¬
thermore, there is reason to ex¬

pect that banks will continue
under pressure to reduce their
holdings of Government securities
as credit demands from individ¬
uals and business increase. As a

consequence, while there may be
little "or no deficit financing in
1960, other investors may be called
on to absorb a substantial liquida¬
tion of * Government. securities

from banks and corporations. In
a measure, the prospective prob-^
lems of 1960 stem from the fact
that the deficits of 1958 and 1959

were not permanently financed.... , ,

The financing of the deficit
through non-bank sources in 1959
was facilitated in no small meas¬
ure by the realistic pricing of
new issues and particularly by
the offerings of Treasury/, notes
due in 1963 and 1964, which ,at¬
tracted widespead, non-bank in¬
terest'. Over $2.3 billiori 5% notes
due in August, 1964, were sold
for cash and approximately $7.2
billion 4%% and 4%% notes due
in 1963 and 1964 were placed in
refunding operations. Recently
the Treasury has offered the hold¬
ers of $1.6 billion "F" and "G"
bonds that come due in 1960 an

exchange privilege into the 4%%
notes due in May, 1964. If this
exchange is successful, the Treas¬
ury will have issued over $10 bil¬
lion of these four- and five-year
notes. Figures are not yet avail¬
able as to ownership of these is¬
sues, but there is good reason to
believe that they will show a

relatively high percentage of non- -

bank ownership.

Adds to Taxpayers' Cost - ;

The Treasury has been forced'
to confine its marketable debt fi¬

nancing operations to securities
with a maturity of less than five
years by the increase in market
yields to a level above the 4Y4%
interest rate ceiling on bond fi¬
nancing and by the failure of
Congress to eliminate or increase
this interest rate ceiling. The
Governmental Securities Commit¬
tee of the Investment Bankers
Association desires to go strongly
on record as favoring the elimina¬
tion of the interest rate ceiling.
Far from saving the taxpayers
money, we believe that the inter¬

eeeeeni

est rate limitation %may actually
serve to add to the aggregate in¬
terest burden of servicing the
public debt, a cost that must
finally be borne by the taxpayer.
For one thing, an inevitable re¬

sult of the interest rate limitation
is to force a disproportionate
building up of the short-term debt.
This In turn causes interest rates
on that part of the debt to reach
artificially high levels. In addi¬
tion, this expanding short-term
debt, which is readily convertible
into cash by the holder is itself a

potential (inflationary tinder box
that may some day be lighted.
The marketable debt due with¬

in one year at the end of 1959
will aggregate approximately $79
billion as compared with $75 bil¬
lion at the end of 1958 and a

previous peak of $80 billion at the
end of 1953. The one-year debt
has been held in check reasonably
well this year by th$ sale of notes
due in 1963 and 196,4, which was

certainly extremely desirable but
is after all only buying time to
deal with the ' main problem of
debt reconstruction.- Thus, while
the one-year debt has held fairly
level, the one-to-five-year ma¬

turities have climbed steadily.
These maturities will total over

$60 billion at the end of this year
and will increase to more than $67
billion in early 1960. This con¬
trasts with a total of $33 billion

due within one-to-five years at
the end of 1953.

The total marketable debt due
within five years will have in¬
creased from $113 billion at the
end of 1953 to perhaps $147 billion
as of mid-February, 1960. Con¬
trariwise, the Treasury has lost
position in the long-term market.
Marketable debt outstanding due
over ten years has declined from
$53.2 billion at the end of 1951 to
about $32.2 billion at the present
time." To repeat, this country is
playing with inflationary tinder
if it permits restrictions on public
debt management to exist that
force the building up of our short-
term debt.

The "Magic Fives"

Looking back over the year,

perhaps the most important event
was the issuance of $2.3 billion
5% notes due in August, 1964.
This issue which followed the suc¬

cessful offering of 4%% notes due
May 15, 1964 brought a dramatic
response from the public. There
actually were more separate in¬
dividual subscriptions than there
had been in any offering of mar¬
ketable Government securities in

recent years including those of¬
fered in the war loan drives of
World War II.

The dramatic success of this 5%
issue in terms of investor re¬

sponse marked at least a tempo-

/miemm

♦Debt due after 10 years including the
non-marketable investment series "B"
bonds which are convertible into market¬
able securities.

rary turning point in the market.
Through the cash offering of the
5s and the successful 4%% and
4%% refunding issues the Treas¬
ury found that there was a strong
latent demand for Government

securities from individuals on

these attractive terms. This is not
difficult to understand when you
contrast the 5% rate with the rate
ceiling on savings interest paid by
commercial banks throughout the
country, and the rates paid by
other savings institutions. / \

These "Magic Fives" restored
the market's confidence by prov¬

ing that the Treasury could do
substantial non-bank financing,
and they relieved mounting pres¬

sures, in the short-term market.
The short-term market was reach¬

ing, in the opinion of market ex¬
perts, a point of saturation. The
sale of the 5s and the issuance of
the other notes due in 1963 and
,1964 reduced over-all credit pres¬
sures within the banking system
because they attracted widespread
non-bank buying. The supply of
one-year paper was substantially-
decreased, and this relieved the
pressures on interest rates in the
one-year area. As. a consequence,
the issuance of the 5s in particu¬
lar far from adding to the interest
cost of carrying the public debt
may well have served to reduce
aggregate costs by bringing about
a lower level of interest rates in

subsequent financing operations
of the Treasury than otherwise
might have prevailed. These fi¬
nancing operations have already
aggregated over $25 billion since
the 5s were issued. The rise in
the one-year debt has been ar¬
rested and the savings in interest
cost that this has brought about
will be multiplied many times
over in the Treasury operations
over the next few months. Thus
it can be proven that flexibility
in debt management even within
present limits is invaluable to the
Treasury and important to the
taxpayers. It is in the taxpayers*
interest that the Treasury be
given maximum flexibility in
meeting its debt management
problems.

Other Treasury Steps

The Treasury moved coura¬

geously to meet the difficult defi¬
cit financing problems of the past
year. Since the long-term market
was not open the Treasury offered
short-term notes on terms that
attracted long-term investors. In
addition, the Treasury raised the
interest rate on Savings Bonds to
3%% to strengthen this important
program. Finally the Treasury
obtained authority from Congress
allowing it, at its discretion to
make certain exchanges of Treas¬
ury securities tax-free either in
connection with advance refund-
ings or exchange offers made at

regular maturity dates.
This authority was obtained to

LEHMAN BROTHERS
One William Street, New York 4, N. 7.

Hill, Darlington & Co.
Members ISetc York Stock Exchange
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give the Treasury one additional
weapon in its debt management
operations to enable it to hold
onto existing investors in Treas¬

ury securities. It already is being
used in the offer to holders of
outstanding Series UE" Savings
Bonds and unmatured "F" and
"J" Savings Bonds allowing them
to exchange their holdings for
current income Series "H" Bonds
without immediate tax conse¬

quences. v . V
This new authority concerning

exchanges may become extremely
important in connection with any
advance refunding operations that
the Treasury undertakes in the
future. The persistent piling up

of the Treasury debt maturities
into a shorter and shorter position
has persuaded many thoughtful
people that the onty hopeful ave¬
nue for creating a sensible debt
structure lies through the applica¬
tion and development of advance
refunding * technique's. / Through
this device, existing investors in
Government securities may be of¬
fered exchanges for somewhat
longer term issues, and, in this
way, be encouraged to continue
as investors in Governments. As
it is, there is a strong tendency
today for investors who have pur¬
chased longer term Government
issues in the past to sell these
securities as maturities become
shorter. More often than not, these
investors have moved into other
security markets. This process
might be slowed down through
advance refundings.
The market should welcome the

use of this technique since it ap¬

pears to be the most constructive
way in which the maturity of the
debt can be extended without
costly and extensive open marlcpt
activities, which themselves might
have a demoralizing effect on the

market. To whatever extent the

maturity structure of the debt can
be modified within the same

classes of ownership no dollars
are taken away from other capital
markets. Some higher interest
cost is unquestionably involved in
such an operation, but finally the
Treasury must face this problem
if the nation's public debt is going
to be reconstructed on prudent

lines in the interest of the future
well being of the country.

Respectfully submitted,
GOVERNMENTAL SECURITIES

COMMITTEE
.

Robert B. BIyth, Chairman
The National City Bank of
Cleveland, Cleveland, Ohio

Milton S. Bosley
National Bank of Detroit .<•

Detroit, Mich.
Wendell T. Burns

Northwestern National Bank

Minneapolis, Minn. ;

Dwight W. Chapman . ■ "
American Trust Company
San Francisco, Calif.

F. Newell Childs
C. F. Childs and Company, Inc.
Chicago, 111. v ,

James A. Cranford >, .,

.--The Atlantic National Bank of

Jacksonville, Jacksonville, Fla.
Stewart A. Dunn i - *,
C. J. DeVitie & Co. !R!' ' !
New York, N. Y.

W. Wayne Gl°ver
California Bank
Los Angeles, Calif.

II. Lyman Greer
The Fifth Third Union Trust Co.

Cincinnati, Ohio ^
Alfred II. Hauser

Chemical Bank New York Trust

Company, New York, N. Y.
Hardin H. Hawes
Harris Trust and Savings Bank
Chicago, 111.

Russell A. Kent
Bank of America, N.T. & S.A.
San Francisco, Calif.

George B. Kneass
The Philadelphia National Bank
Philadelphia, Pa.

Frederick G. Larkin, Jr.

Security-First National Bank
Los Angeles, Calif.

Ralph F. Leach
Morgan Guaranty Trust Co. of
New York, New York, N. Y.

Pat G. Morris
The Northern Trust Company

Chicago, 111.

Robert C. Morris
Bankers Trust Company
New York, N. Y.

Emil J. Pattberg, Jr.
The First Boston Corporation
New York, N. Y.

John H. Perkins

Continental Illinois National
Bank & Trust Co. of Chicago
Chicago, 111. ,f

Delmont K. Pfeffer
First National Bank of N. Y.

New York, N. Y. ,

L. Sumner Pruyne
The First National Bank

Boston, Mass.

Herbert N. Repp
Discount Corporation of N. Y.
New York, N. Y.

Lockett Shelton

Republic National Bank of

Dallas, Dallas, Texas

Rudolf Smutny
R. W. Pressprich & Co.
New York, N. Y.

Girard L. Spencer
■» Salomon Bros. & Hutzler -

New York, N. Y. > *
"■ '■ : V ; ;■ ''

n. < Joins L. A. Caunter
(Special to The Financial Chronicle)

CLEVELAND, Omo— Ferdinand
A. Longinie has joined the staff of
L. A. Caunter & Co., Park Build¬
ing.

Joins J. HL Ayers
(Special to The Financial Chronicle)

COLORADO SPRINGS, Colo.—
Lloyd P. Rigby has been added to
the staff of J. H. Ayers & Co.,
920 East Willamette.

J. W. Tindall Adds
(Special to The Financial Chronicle) .

ATLANTA, Ga. — Chester C.
Covey has been added to the staff
of J. W. Tindall, & Company, Ful¬
ton National Bank Building.

g STATE

MUNICIPAL

and

REVENUE

BONDS

Bache & Co.
Founded 1879

MEMBERS ALL LEADING STOCK AND COMMODITY EXCHANGES

36 Wall Street, New York 5, N. Y.
Telephone: DIgby 4-3600 TWX: NY 1-1828

66 offices throughout the United States, Canada and abroad

70 Years for

Halle Stieglitz "
Halle & Stieglitz, members of the
New York Stock Exchange and
other■ principal' securities and
commodities exchanges, is cur¬

rently cele¬
brating the
70th anniver-

sary of its
founding
Highlight ; of
the commem¬

orative occa-

si-on was a

dinner for

partners and
members of
the staff h^ld
Dec. 12.

Stanley J.
Halle, Senior
Partner, an-

our nounced at
the dinner that Elliott Bliss will
be admitted to partnership in the
firm as of Jan. 1, 1960. Mr. Bliss
is joining Halle & Stieglitz from
the investment banking firm of
Morgan Stanley & Co. where he
has been manager of retail sales.

The firm has operated under the
Halle & Stieglitz name since its
founding in December, 1889 and
is still managed by members of
the founders' families. Jacques
S. Halle, the late father of the
present Senior Partner, and Al¬
bert Stieglitz, the late father-in-
law of a current limited partner,
Louis G. Strasser, were the origi¬
nal founders of the firm.

Halle & Stieglitz acquired mem¬

bership in the New York Stock
Exchange on March 15, 1890 and
subsequently the firm was ad¬

Stanley J* Halle
it; i

.

mitted to membership in the New
York Cotton Exchange on Sept. 8.
1893; the Chicago Board of Trade
Oct. 4, 1909; the American Stock
Exchange Jan. 30, 1920; and Com¬
modity Exchange, Inc. Jan. 5,
1934.

The investment house is head¬

quartered at 52 Wall Street anc

maintains a branch office in

Newark, N. J. In addition, it has
long-standing business connec¬
tions and correspondents in Lon¬
don, Geneva, Paris, Zurich
Amsterdam and other European
and South American financial
centers.

Mr. Bliss has had over 30 years
experience in the investment
banking "field. Prior to joining
Morgan Stanley & Co. in 1942, he
was ■' associated with Harrimar

Ripley & Co:, Inc.

Will- Wehrmeister With
H<*«rv F. Swift & Co,
(Special to The Financial Chronicle)

SAN i Cant.—Wil¬

liam Wehrmeister, Jr. has be¬
come associated with Henry F.
Swift & Co., 490 California Street,
members of the Pacific CoasL
Stock Exchange. Mr. Wehrmeister
was formerly with Sutro & Co.
and Irving Lundborg & Co. i

Countrywide Inv. Co.
ENGLEWOOD, - N. J.— Country ¬

wide Investment Company has
been formed with offices at 214

Engle Street to engage in a secu¬
rities business. Officers a r e

George Rothman, President; Ed¬
win Stallman, Secretary; anc
Bettina Stallman, Vice-President
and Treasurer.

'j '4> ". ••
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• Underwriters of Corporate Securities

• Underwriters of State, Municipal and Revenue Bonds

•

Primary Markets in over 300 Unlisted Securities

•

Complete Brokerage Service in Stocks and Bonds

•

Complete Research Service

I
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, Direct wires to: n
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Report of IBA Railroad -

Securities Committee
Concluding that 1959 final earnings which started out rather aus¬

piciously will do well to approximate those of last year, railroad in¬
vestment banking specialists declare that railroad industry's failure (
to report substantially greater returns has absolutely no relation to
its economic ability to earn larger sums. Their appraisal measures the
impact of the steel strike, work-rules and other problems; probes
courses of action; and cautions that even though the situation
exhausts "the patience of most of us" it must be remembered con¬
siderable progress was made and needs time to be consolidated, and
that the economics of transportation are definitely on the side of

the railroads for mass transportation.

Alfred J. Ross

In its report to the annual meet¬
ing of . the Investment Bankers
Association, the Railroad Securi¬
ties Committee. under the chair-

'

manship of ,

\ Alfred J. Ross
of Dick &
Merle - Smith,
N e w York

City, explains
\ why there is
considerable

hope for the
future of the

railroad

industry. This
hope the
C o m m i ttee

points out, is
based upon
the expecta¬
tion that Con¬

gress' reguiatory agencies, labor
and the public will increasingly
become more realistic about the
railroad problem once it is
properly explained. The bankers
blame themselves for not having
made, as yet, an educational

•, presentation of the industry's
predicament.

The text of the Report follows:

Another year has passed and
the time has arrived once again
for your Railroad Securities Com¬
mittee to render its report, re¬
viewing briefly some of the more

important happenings in the rail¬
road industry during the past
year,, together with pertinent
comment relative thereto.

In the first six months .of the
current year freight" traffic con¬

tinued the rise that began in the

Spring of 1958, following reces¬

sionary tendencies in late 1957
and the first quarter of 1958.
Combined revenues of all Class I

railways, representing all but a
small part of all the railroads in
the country, aggregated / $5,025
billion for the period Jan. J,1 to
June 30, 1959. This suni consti¬
tuted a gain of $490 million, or
10.8% over the $4,535 billion of
revenues reported for .the first
half of 1958.
Net earnings available for fixed

charges (before deducting Federal
income taxes) totaled $691 mil¬
lion for the fifrst half of 1959,
an increase of $283 million, as
contrasted with the $408 million
earned in the v correponding
period of 1958. Coverage of pro¬

portionate fixed charges was 3.67
times for the first half of 1959
and 2.16 times for the like period
of 1958.

It should be kept in mind that
these are average results for all
Class I roads combined and that
the results of many of the Eastern
roads were well below the aver¬

age. While some of these roads
scored substantial gains in net
earnings, during the first half,
nevertheless the coverage of
charges and margin of safety for
charges continues relatively un¬

satisfactory. If these weaker roads
are going to be properly strength¬
ened it will require the combined
cooperative efforts of the Con¬
gress, regulatory agencies, man¬

agement, labor and the public all
working together.
The dangerously low margins

of safety for the railroad industry

may be illustrated by showing the
effect on net earnings of a de¬
cline in traffic. For the month of

August, 1959, the Class I railways
reported aggregate revenues of
$774 million, $59 million less than
for the same month of 1958, due,
of course,'primarily to the steel
strike. Net Railway Operating In¬
come (before Federal income
taxes) was $68 million lower.
Although almost all roads con¬

tributed to the comparatively poor
showing for the month of August,
many Eastern roads, more heavily
involved in the movement of steel
and related traffic, made espe¬
cially poor showings. Roads such
as the Pennsylvania, New York
Central, Erie, New Haven, Dela¬
ware, Lackawanna &' Western,
Boston & Maine, etc. did not even
earn operating expenses and taxes.
The inroads of inflated costs on'

railroad operations may be ob¬
served from the fact that whereas
the Pennsylvania Railroad re¬

ported for August, 1959, Operating
Revenues of $66,218,000 and a
Net Operating Income Deficit of
$1,240,000, it earned a Net Op¬
erating Income of $7,201,000 out of
Operating Revenues of only $32,-
900*000 in the deep depression
month .of August, 1933. Corres¬
ponding figures for the New York
Central Railroad are Operating
Revenues of $51,387,000 and Net
Operating Deficit of $1,990,000 for
August, 1959, and Operating
Revenues of $27,423,000 and Net
Operating Income of $4,403,000 for
August, 1933.

■ Although from an earnings
standpoint 1959 started out rather
auspiciously for the railroads, it
now appears that final results for
the industry this year will do well
to approximate those of last year.

Onerous Rail Unions' Demands

Throughout the year much pub¬
licity has been given to the rail¬
road labor problem. Under the
current three-year term labor
contracts, effective Nov. 1, 1956,
it was agreed there would be a

three-year moratorium on changes
in work rules. Coincident with the

expiration of the three-year term,
the roads have been served by
the various labor organizations
with demands for increased wages,

which incidentally include no

change in work rules, amounting
to $750 million per annum. The
significance of this sum may be
gleaned from the fact that it
represents about one and one-

quarter times the average annual
net income of the carriers during
the relatively high traffic levels
of the postwar period.
It is contended by management

that "featherbedding"— "that is,
work paid for but not done"—in
the railroad industry cost the
carriers in excess of $500 million

per , annum. Management has
served the operating brotherhoods
with demands for rules changes
that are designed to eliminate the

featherbedding. In addition, they
are demanding a reduction of 15
cents per hour in the hourly rate
of wages. '-J- TC
The Association of American

Railroads earlier this year pre¬
pared a booklet entitled, "Facts
about Featherbedding in the Railr
-way Industry,", in.which it cites a

number .of examples of "feather-
bedding." In order that we might
all be more familiar with the sub¬

ject, we have abstracted several
of the examples appearing in the
booklet and list them below:

Basis of Pay : *
"A 7-hour run from Minneapolis

to Chicago requires three engine
crews. This costs the railroad,
under the 100-mile basic-day,
wage rule, four basic days' wages
for only 8Vz hours of work (in¬
cluding all on-duty time). '

"The engineer who pilots a

passenger train between New

York City and Washington > col¬
lects 2y4 basic days', pay for a
run of about four hours over 225
miles of track. Not only that but
after a lay-over of a few hours,
he brings the train back to New
York the same day. thereby col¬
lecting 4!/2 basic days' pay for a
total time spread of about 14
hours but only a. little over 8
hours' direct work. *, *

Yard-Road "Seniority Roadblocks

"Due to the lack of shop track¬
age space, a yard crew left, two
'bad order'-cars on a lead track

connecting the yard with the shop
tracks. Shop crews • from • the
mechanical department moved the
two cars to - the shop tracks by
pinch bar. The yard crew, a con¬
ductor and - two brakemen re¬

ceived a day's pay because they
were not called to do the job.
"A yardmaster instructed a

switchman to set hand brakes to
secure -the.'rear end of a train
whose crew had ^ been relieved
from duty under the Hours of
Service Law. He set the brakes—

and was rewarded with an extra

day's pay for his. trouble.:

"Shop employees moved an en¬

gine from the roundhouse to the
pit track — but in making the
movement it was necessary to use
a few feet of track generally used
by yard crews in yard service. A
conductor and two brakemen put
in a claim for a day's pay for not
moving the engine over the; few
feet of track. They got the money.
"A switch engine foreman spent

10 minutes throwing a switch for
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au incoming passenger train. For
the 10 minutes'* he got an extra

day's, pay at yard rates.
Train Crew and Consist Rules

"A railroad paid a maintenance-
of-.way engineer and fireman to
operate a steam-ditcher .on a yard
track; An- engine-service engineer
and fireman were: also paid for
not operating the steam-ditcher.
They just, sat ; by and watched.
One day the maintenance-of-way
fireman - didn't . report' for work, ;

andthe engine-service/;fireman
had >to leave his soap box. and do
the actual dring; for ..this he rer,

cei-vecl an extra day's- pay in addi¬
tion to his ^pay-for-no-work. Thus
her was paid once for 'hot doing
the job: and once for doing it---
all'in the same 'day; u ~

'.'One fast : westbound freight
makes a stop • every day at'
Breckenridge. Minnesota, not to
pick up cars> but to-f take on a
third brakeman. Two brakemen
are enough across Minnesota but
North Dakota has an 'excess crew'
law*. Just over the Montana line;
the train stops and lets one of the
unnecessary brakemen off. ' Two
brakemen are enough across

Montana and Idaho but as the
train nears the Washington border,
a third brakeman again is added
since Washington also has an ex¬
cess crew law." /

Earnings to Labor and Capital

It. would be presumptuous for
us. to make any predictions con¬

cerning how the railroads will
ultimately resolve these labor ne¬

gotiations. However, if historical
facts are any indication of equity,
as between labor and capital, it is
evident from the following fig¬
ures that labor's share of the total

earnings from direct railroad op¬
erations has been' increasing at an
alarming rate. In the following
table there is given the division
of: combined earnings available
for labor and capital:

Div. of Earnings

Period:
5 years 1925-1929
5 years 1930-1934
5 years 1935-1939
5 years 1946-1950
5 years 1951-1955
3 years 1956-1958
Year 1958 —

to

Labor
- 69.6

76.3

76.6

84.6

83.5

85.4

87.0

to

Capital
30.4

■ 23.7

23.4
15.4

16.5

14.6

13.0

Note—The ratios represent a division of
the sum of salaries and wages, health and
welfare charges and unemployment taxes
(all going to labor) plus net railway oper¬
ating income (to capital).

The above figures are not in¬
tended to refleci on the propriety
of labor's share of railroad earn-,
ings;. They are given to empha¬
size the unfavorable trend in cap¬
ital's participation in the earnings
which for the year 1958 was con¬

siderably less than- one-half as

large as during the prosperous.
1920's - and

. only ' slightly more
than one-half during the depress
s-ion of the 1930's. ~

v ;

. - By its ngture,;. the, railroad in¬
dustry is heavily dependent on

manpower to produce its trans-;
portation service. Thus, -a mal-r
adjustment between the costr of
labor and the prices obtainable for -

the service is a serious threat to
the future of the railroads, and
their ability tomeet'ithe transpor¬
tation needs <of the nation! <• In¬

creasing use of labor saving de¬
vices is only a partial answer to
the problem and has practical
limits both/in application and in
the ability to make the capital
investments required. Feathe rbed-
ding labor practices in particular
constitute a needless drain on the
financial resources of' the rail¬

roads, and it is hoped that the
negotiation of work agreements
now under way will result in the
termination of make work rules
which are costing the industry in
excess of $500,000,000 annually.
Thus, we consider it absolutely es¬
sential that the current labor ne¬

gotiations achieve a fair settle¬
ment which must include the
elimination of costly, inefficient
and uneconomic labor practices.

Contrasts Insurance Programs

. To fortify themselves against
dire consequences, most of the
carriers are parties to an insur¬
ance agreement that is intended
to protect them in the event of a
strike. Indemnity would be pay¬
able for up to 365 days during
suspension of operations caused
by a strike and cover the average

daily fixed expenses, including
property taxes, interest charges,
pensioji fund payments and wages

of the managerial workers deemed first full year in which statistics
essential for maintaining the were available.. . ' ~

p*y untU operations are re- A sound-relationship between
a

. '
. • . ; ■ •. ; - invested -capital and earnings is

An interesting sidelight in con- necessary, if a proper credit base
nection with this insurance pro- is to be maintained for the pur-,
gram is that while the carriers are pose of attracting new capital in .

endeavoring to protect . themselves the proper form to the enterprise. "
financially in the event of a strike It need hardly be said' that the;
by buying insurance, ;railroad grate of return on property invest-
workers, if they are engage^- in; a :ment in the railroad industry has;
lawfulstrike may, according k) ;not been adequate in recent years

president RfcFarlahe of the North- to attract sufficient capital to take
erl} ,.-he , paid up to: $51 *full advantage of technological '
weekly for as much as two years advancementsdn tthe art of trans- '
—now here is the' ifphy^frorp/a portation. k
"'furrd'to.which:;the:railroaaOlone'I'-x:- V -: ;
contribute.: V-c **" ; According to the Association ot:
r ocf ' - Y /■ ' •' * - » 1 Americap. Railroads,; the rate of ;

SSstst
. , year 1958. ;,There was a substan¬

tia-. tn thr In J *1? conn tial improvement for the year-;

million anhuaUv totals $200 etlded Jlme; 30j 1959, .however,,ipiHlon annually..., , ;. -.'r ..and the ratio rose to 3.41%, The
Theraverage hourly compensa- sharp contraction in traffic due

tion per employee is currently in to the recent steel strike, however,
excess of 2l/z times the amount will probably restrict the rate of
at the beginning Of the postwar return earned on property invest-
perjod., - whereas the averag e- ment this ■ year to approximately
freight charge per unit of traffic 3 00% ^ v

if'fhnniH °„nly ^ timeS gr®at' The failure of the railroad in-
°Z 110 surprise, dustry . to , report substantially

win ° mVfl h- a"y I°af T greater returns on property tat
«Wng ?Ct S m mg -° vestment;,; we-believe, has abso-
?£?«&'™ • declines m , fcl no; relation to its economic
S ' wtiw csPf1?1Iy truVn ability to earn materially larger
^ territory where there has sums It stems directl fgm un-

^t realistic regulation, subsidies, dis-
> n area 1ue r criminatory tax policies and fail-

;""\p;tition from other modes ot t consolidate which prevents
,n P ^Vi?,oanf CC?,n;?1C l0SSes traffic from moving in the most
f t IT™? economical fashioncoal tonnage which lost out to oil »■■■■_; . _ . . . _

and natural gas. " Last Spring the Interstate Com¬
ix . ... merce Commission released its

VS ag ment continues to ex- lo awaited decision covering its
.^na its. piggy-back operations instigation into the passengerand this type of. traffic which t i service-operations of the

iTi^ i6 rTSldenef a" aP" railroads. In its conclusions itpreciable part of the whole, prom- s+ate(j.
ises to increase manyfold over the • ' .,

next few years. In the first 10 ,9U1 responsibilities, howevgr,
months of 1959 loaded piggyback oblige us to recommend specific
flat cars increased approximately courses of action .which we feel
55% over the corresponding pe- e !? to alleviate the problem.
riod of 1958 while railroad car- "Specifically we recommend:
.loadings show only a 3.2% gain "(1) That the 10% Federal ex-
i and truck tonnage a 10% gain if cise tax on passenger fares be re-
1

the territory adversely affected pealed.
: last year by the teamsters strike "(2) That Federal tax laws be
■( is eliminated. We estimate-thai amended to encourage local and
i i, ^ ,nr ,cn i j j • State tax relief, at least to the ex-
, about 425-450,000 loaded pigtey- j.en^. Q£ disregarding State and
f back flat cars may be handled this i0Cal provided 'pre-tax net in-
year as contrasted with 276,767 in come' for Federal tax purposes.

r 1958 and only 168,158 in 1955 the "(3) That State and local gov-
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ernments take such step's as may
be required to effect a greater de¬
gree of equity in respect to tax
burden on railroad property in re¬
lation to taxpayers' generally and
consistent with the desire of their
communities for retention of com¬
muter: rand;oth'er;passenger train
service:v:•:• l>n t.v; cv."
~ "(4); That' where the railroads
are unable to operate a particular
local or, commuting service at a

profit; and where such service is
essential Ito the; community or
cohirhunities served, that steps be
taken:by state and local author¬
ities; or both, .to'provide the serv¬
ice,paying the*1carrier the cost plus
a reasonable:profit.^/
; " (5) TTiat the - executive depart-
mertts oT the: Federal Government
consider the implications of the
national transportation/policy in
connection--with the prdcurement
of passenger, frain services by the
Post Office Department, Depart¬
ment of Defense and other agen¬
cies of the government. ,

\ "(6)' That railroad management
take steps to eliminate duplicate
passenger . trains; terminals and
other facilities insofar as will be
consistent with the law and the

public interest.
"(7) That experimentation by

the railroads with new types of
coaches; sleeping cars, dining and
other facilities be continued.

"(8) That railroad management
should continue its efforts to im¬

prove the attractiveness of rail¬
road passenger service as a means
of stimulating more adequate vol¬
ume of traffic.

"(9) That railroad management
make studies of the elasticity of
demand (effect of price on volume
of traffic) for railroad passenger
service so as to provide a basis for
adjustment of fares, adjustment of
schedules for' convenience of

prospective passengers, and sys¬

tematic, continuous, and higher
quality advertising and promotion
generally designed to improve
public , acceptance of rail travel.
Every possibility- of developing
additional patronage should be
fully and continually explored."

.. Continuing, the ' Commission
stated: "On this record, we are
convinced that inequalities exist-
which discriminate against rail
carriers in their attempt to meet
the public need for rail service at

Continued on page 30
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Report of IBA Railroad
Securities Committee

Continued from page 29
equitable charges, and that a com¬

prehensive review ana revision o£
the working rules for railroad em¬
ployees should be made. We note
that Senate Resolution 29, 86th
Congress, 1st Session, provides for
a comprehensive study , of trans¬
portation policies in the United
States, including "policy consider¬
ations for the kind and amount of
railroad service necessary to serve
the public and provide for the
national defense." We believe that
it would serve the public interest
::or this study to incorporate the
following areas of inquiry:

"(1) An exploration of labor-
management relations, including
a review and revision of working
rules for labor employees. Con¬
sistent with our recommendation
to the Congress in March, 1958,
we believe that the investigation
should not be limited to the nar¬

row issues of the working rules
but should cover other phases of
labor-management relations.
"(2) An exploration of those

public expenditures which operate
to the disadvantage of the rail¬
roads. We adhere to the princi¬

ple previously expressed, that this
country's several forms of trans¬

portation should be treated equit¬

ably and that no one form should
be preferred.
"We are of the view that the

complete elimination of passenger
train service would not be a solu¬
tion in the public interest. Eco¬
nomic railroad passenger service
is, and for the foreseeable future
will bd, an integral part of our
national transportation system
and essential for the nation's well
being and defense. That a solu¬
tion is neither easy nor immediate
does not make it any less neces¬

sary. A sense of urgency, there¬
fore, compels us to advocate
strongly the adoption of the rec¬
ommendations outlined herein."

From the standpoint of national
defense it has been demonstrated

that the railroads are indispensa¬
ble and are without an equal. De¬
fense officials now have decided
that the railroads of the country
are once again to play an impor¬
tant part in plans for the nation's
defense. It is reported the Penta¬
gon plans to put scores, possibly
hundreds of long-range missiles
on special railroad trains that are
constantly to move about the
country so as to avoid problems
inherent in a fixed missile base.

Current Studies

Current studies of the national
transportation system are being
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undertaken by the Department of
Commerce at the direction of

President Eisenhower, and the
Senate Committee on Interstate
and Foreign Commerce, under
Senate Resolution 29. These stud¬

ies, which should be completed
within the next few months, it is
hoped, will result in clarification
and understanding of the railroad
handicaps followed by remediable
action at the next session of Con¬

gress.

It has long been the contention
of the railroads that the deprecia¬
tion rates prescribed by the Inter¬
state Commerce Commission have
been onerous, much too low in.
relation to realities. Efforts were

made to correct this situation this

year through an introduction of a

bill by Congressman Ikard that
would permit, for tax purposes,
the writing off of depreciable road
property in 20 years, in place of
about 50 years, and equipment in
15 yaers, or approximately twice
as fast as it is now being depre¬
ciated at ICC rates of depreciation.
There would seerri to be an excel¬

lent chance of this proposal being
passed at the next session of Con¬
gress, because it has the support
of the Senate Interstate and For¬

eign Commerce Committee, as
well as the blessing of the Inter¬
state Commerce Commission.

Bogged Down Mergers

Major railroad consolidations
which promise to contribute fan¬
tastic reductions in operating costs
seem to have bogged down with
the single exception of the Nor¬
folk & Western and Virginian
which are scheduled to consum¬

mate the merger the first part of
December, 1959, having received
the approval of the Interstate
Commerce Commission. There
was no real opposition to this
merger, not even from labor.
Last January, directors of New

York Central suspended study of
a proposed mefger with the Penn¬
sylvania Railroad; the Northern
Pacific-Great Northern - Burling¬
ton merger studies begun in the
late spring of 1958, have not, as

yet. been completed; neither have
the Atlantic Coast Line-Seaboard
Air Line studies started over a

year ago. The Erie-Delaware
Lackawanna & Western merger,
which, it has been estimated will
effect economies of $13,400,000,
has met with a certain amount of

opposition from other railroads
who claim they would be adverse¬
ly affected. There has also been
some stockholder opposition. We
shall be greatly surprised if this
merger is abandoned. Only the
other day it was announced the
Rock Island and Milwaukee would
study the feasibility of merger.
Several roads have availed

themselves of borrowings under
the terms of the Transportation
Act of 1958, namely, Boston &
Maine, Georgia & Florida, New
Haven, and New York Central.
Other financing during the year
was pretty much restricted to
loans on new equipment, the most
of which represented securities
sold at competitive bidding.
Although the status of the rail¬

roads at the moment would seem

to exhaust the patience of most of
us, it must be remembered con¬

siderable progress was made in
the preceding year and it takes
times to consolidate the gains.
Moreover, never lose sight of the
fact that the economies of trans¬
portation are definitely on the
side of the railroads for mass

transportation of goods and peo¬
ple ot all parts of our cotintry. If
this premise is accepted, it is our¬
selves we must blame Dor .the
present predicament of the indus¬
try, because we have not made the

proper presentation, as yet, to
those who are in a position to and

presumably willing to assist. In
the judgment of your Committee,
the seemingly perennial railroad

problem will eventually resolve
itself through a process of educa¬

tion and an aggressive determina¬

tion that the job can and must be
done.

Respectfully submitted.

RAILROAD SECURITIES
COMMITTEE
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Bradley Sees.
Bradley Securities Corp. has been
formed with offices at 342 Madi¬
son Avenue. New York City, to
engage in a securities business.
Officers are Nathan B. Sommers,
President, and D. B. Sommers,
Vice-President and Secretary.

Louis Brodsky Opens
QUEENS VILLAGE, N. Y.—Louis
Brodsky is engaging in a secu¬
rities business from ol'i ices at
113-43 Francis Lewis Boulevard
under the firm name of Louis

Brodsky Co.

Joins Merrill Lynch
(Special to The Financial Chuonicle)

ZANESVILLE, Ohio—C. Richard
Kuhn has become connected with
Merrill Lynch, Pierce, Fenner &
Smith Incorporated. 44 North
Fourth Street.

Muir Inv. Joins

Dempsey-Tegeler
SAN ANTONIO, Tex.—The entire
staff and personnel of Muir In¬
vestment Corp. have j o i n e d
Dempsey-Tegeler & Co. as that
firm's San Antonio office with the
changeover effective Dec. 15. Of¬
fices are at 101 North St. lyiary's
Street. Edward D. Muir and John
Gatti will be Resident Co-Man¬
agers. A. H. Cadwallader, Jr., for-:
mer Chairman of the Board of
Muir Investment Corp. will act as
correspondent of Dempsey-Tege¬
ler & Co.
Under supervision of the Sail

Antonio office of Dempsey-Tege¬
ler & Co. will be branch offices in
Seguin, McAllen and Harlingeii
operated by William Stevens,
Bryan Moore and Wynn Burton,
respectively. yU

Brown & Co. Formed

NEWTONVILLE, Mass. — George
A. Brown is engaging in a secu¬
rities business from offices at 104
Atwood Avenue, under the firm
name of Brown & Co.

Cavanaugh, Tanner Formed
PHOENIX, Ariz. — Cavanaugh,
Tanner & Beck, Inc. has been
formed with offices at 411 North
Central to engage in a securities
business. Officers are Edward S.

Tanner, President, Frank C. Beck,
Secretary-Treasurer, and Robert
J. Cavanaugh, Vice-President.

Form Great Eastern Sees.
NEWARK, N. J. — Great Eastern
Securities has been formed with
offices at 24 Commerce Street to

engage in a securities business.
Officers are Steven J. Kowitski,
President and Treasurer; Carmen
De Cato, Secretary: and Neil Cec-
coni, Vice-President.
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Report of IBA Nuclear
Energy Committee

Succinct analysis of atomic energy developments—past, present and ■ -

foreseeable—shows progress and changes made here and abroad. .
'

This includes latest revised contractural arrangement with Canadian
uranium firms; impact of coal surplus on contemplated European •

projects; shifts in technological emphasis, such as the crucial impor¬
tance of thermal breeders; AEC's proposed capital grant increase

toward total nuclear power plant costs; and milling conditions.

Dr. Paul F. Genachte

The text of the Report folloics:
The Nuclear Industry Committee
Report last year indicated that the
possibility of fusion or thermonu¬
clear energy being released in
"k. controlled
fashion can

be dismissed
for the next

generation at
least. During
the current

year, the con¬
trolled ther-
m onuclear
research pro¬

gram, some¬
times referred
to as "tam¬

ing the reac¬
tion of the
h y d ro g e n
bomb," has
been subject to a searching re-
evaluation following the Geneva
Conference on the Peaceful Uses
of Atomic Energy in 1958. It has
been decided to delay the con¬
struction of larger mechanical
devices for conducting research on
thermonuclear reactions, and op¬

erating costs of the fiscal year
1960 are being held at about
the same level as for 1959.
i. e., approximately S36 mil¬
lion. With the British we have
a joint research program in the
field of controlled thermonuclear

reactions, permitting an exchange
of information free from the bar¬

riers of classification. The cur¬

rent stress is on learning about
the behavior of hot plasma (su¬
perheated, electrically charged

gas—the "fourth state of matter").
The Atomic Energy Authority in
England, after overly optimistic
conclusions in early 1958, has now
decided to use a more basic ap¬

proach to the problem. About the
middle of 1959, the Authority
abandoned some of the thermonu- -
clear equipment used in research
work up to that time.
In brief, then, the achievement,,

of a controlled thermonuclear re¬
action will require many more

years of intensive basic study and
hard work before ultimate success

becomes a reality. In any event, it',
will not render fission reactors
obsolete.

AEC Budget for Fiscal Year 1960
—Raw Material

The present Atomic Energy
Commission's budget for the fis¬
cal year 1960 calls for expend¬
itures of approximately $2.7 bil¬
lion, about the same amount ex¬
pended in 1959. This includes $738
million for raw materials and
covers the purchase of uranium
oxide (U,;Os) from our domestic
mills, as well as from Canada and
South Africa. The known urani¬
um ore reserves in the United
States amount to 88.9 million tons
with a content of 250.000 tons of
uranium oxide. The proven re¬

serves in Canada amount to 377
million tons of ore with 380,000
tons of uranium oxide. The South
African uranium-bearing gold
reefs hold 1.1 billion tons of ore
containing 370,000 tons of uranium
oxide.
With a yearly production level
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of about 15,000 tons of uranium
oxide per year in Canada and
6,000 tons in South Africa, the
ratio between reserves and

planned production in those coun¬
tries is indeed quite high. There¬
fore, exploration work in those
nations may proceed at a much
slower pace from now on. On the
other hand, in the United States
the milling capacity indicates an
output of close to 20,000 tons per

year and the ratio between re¬
serves and planned production in
this country is only about 12. It is
evident that not too many years

may elapse before an active ura¬
nium exploration program is re¬
sumed. 0

. Regarding Canada, the bulk of
Canadian output is delivered to:
the United States and the USAEC
has options for extending their,
contracts through 1966 at $3 per

pound of uranium oxide. Most of
the Canadian , contracts expire, on
Match 31,-1962 with a few running
to March 31, 1963. There is no
commitment as yet to exercise
these options which expire early
in 1961, and the situation is not
apt to become clarified until the-
iatter part of 1960. Much concern
is manifested in Canada as to
what the United States attitude
will be.

The South African milling con¬
tracts were signed on a 10-year
basis with some expiring in 1964
and the others in '65. Because of
the low grade of ore and the
large capital cost and operating
expenses of the mills, a 10-year
basis was required to avoid an
excessive amortization charge per

pound of uranium oxide. It must
not be forgotten that these con¬
tacts with South, Africa were en¬
tered into at a time when that

country was the only major source
of supply.
The total Free World output,

including the Belgian Congo, Por¬
tugal. etc 'ill soon be almost 45,-
000 tons of uranium oxide per

year. In the United States, most
mill contracts have been extended
by the AEC until Dec. 31, 1966.;
The purchase price will be $8 per
pound of U'O* after the expira¬
tion of the present contracts,
which means a reduction for most
mills and on increase for a few,
amortization excluded.

dates. All of these companies
should now be able to meet their
financial obligations over the
period of the contracts. • jf

In last year's report, our Com¬
mittee indicated that the total
installed nuclear capacity in the
Free World would probably be
20 million kilowatts in 10 years.
This still looks today like a

plausible goal. Even this sizable
amount of nuclear power will be
small in comparison with the total
installed capacity in electrical
plants in the Free World of close
to 500 million kilowatts. It is

interesting to ascertain what the

uranium requirements may be for
such a program.

Some figures are still classified
where they pertain to the inven¬
tory and fuel burnup in certain
reactor prototypes. The agreement
with the European Atomic Energy
Community — referred to as
"Euratom" — however, which is
unclassified and in the public
domain, calls for our making
available 30,000 kilograms of
uranium-235 to cover the in¬

ventory needs (9,000 kilograms)
and the fuel burnup (21,000 kgs.)
over a 20-year period.' These

Continued on page 79

The Need for Uranium
,3

The peaceful applications of
atomic energy will not require
anything like 45,000 tons of
uranium oxide per year until
probably 1970. Definitely, there is
going to be a temporary gap be¬
tween production and demand
and it does make sense not
to increase the milling capacity
beyond what is now in operation.
On the other hand, when the
present contracts expire, it would
be completely foolhardy for any
country of the Free World to per¬
mit the present mills to go out of
existence. Too much monev and
effort have gone into the program.
It would, in fact, be inconceivable
to allow some of those mills to
deteriorate or become impaired
only to have to recondition them
later with a probable exoanued
capacity. As we have indicated,
the first country to be affected by
these circumstances is Canada. In
this respect, some Canadian
uranium milling companies re¬
ceived unfavorable publicity in
1959 because they ran into finan¬
cial difficulties. These embar¬
rassing situations actually had
nothing to do with the actual
operations or the contracts per se,
but resulted mainly from delays
of as much as one year in start¬
ing milling operations. The effect
of these delays, combined with,
the contractual limitations in
monthly deliveries of uranium
oxide, made it impossible for
certain companies to generate
enough cash to meet sinking fund
obligations on some of their bonds
or debentures. It became neces¬

sary in various instances to con¬
vene bondholders' meetings to
postpone some of, the maturity
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Report of IBA Federal
Taxation Gommittee

IBA's taxation experts urge: reduction in capital gains tax with maxi¬
mum rate at 12.5%, raising the toss limitation to $5,000, allowing full
reinvestment treatment as now accorded to home owners, and dimin¬

ishing the Mlocking-in" effect of the tax to a reasonable relationship
to the value of the assets sold—about 4%. They also urge reducing
the maximum personal income tax rate to 50% and increasing tax
credit on dividends to 20%. Finally, the committee disapproves of
forcible withholding of taxes on interest and dividends. It suggests,
instead, using the cooperative approach to the Treasury's effort to

reduce under-reporting.

Dedicated to the proposition that
reduced capital gains tax would
increase Treasury revenues and
stimulate the economy as a whole,
Walter May-
nard, a part¬
ner in Shear-

son, Hammill
& Co., Chair-
man of the

Federal Taxa¬
tion Commit¬

tee presented
the Commit¬
tee's recom¬

mendations on
tax matters.
The report
particularly
kept in mind
the current

hearings being
held by the House Ways and
Means Committee in Washington,
D. C., and the need to make these
views known.

The text of the Report follows:
As this report is being written,

hearings are in progress before
the House Ways and Means Com¬

Walter Maynard

mittee which its Chairman hopes
will lead to a broad revision of
the Internal Revenue Code. The

objective of revision is a broaden¬
ing of the tax base which will
permit a reduction in income tax
rates without sacrificing revenues

required for responsible financing
of government. ;rv ;
\.The .shearings on ■ the capital
gains tax—the sector of the tax
laws in which our Association has
the greatest interest— will take
place on Dec. 4. Papers that have
been submitted in advance of the

hearings by the witnesses give
some idea of the scope of many
of the proposals for reform. For
example, a number of witnesses
emphasize the point that since
capital gains tax liability may
now be entirely avoided by hold¬
ing securities until death, the
"locking-in" effect of this situa¬
tion would be mitigated by pro¬

viding that the compulsory trans¬
fer or "constructive realization"
occasioned by death should first
be taxed at capital gains rates be¬
fore estate taxes are applied. This,
incidentally, is a provision long
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sought by the AFL-CIO. The prac¬
tical effect of this suggestion, *t
would seem, would not be great
except in the case of persons of
advanced age or in a dubious state
of health. The ordinary investor
of average age and health holding
property in which large gains ex¬
ist is simply unwilling to face the
loss of principal and income en¬
tailed by incurring capital gains
tax liability. "Constructive real¬
ization" would conceivably, how¬
ever, be a logical concomitant of
our own "full reinvestment pro¬
posal." ■%;'«• '■ ', *•
Other witnesses are expected to

urge narrowing of the definition
of property to which capital gains
treatment may be accorded—The
tendency in recent years has been
for Congress to widen the defini¬
tion so as to include, for example,
inventions, standing timber and
mink. It would seem that narrow¬
ing the definition of property
subject to capital gains tax "treat¬
ment would be helpful in obtain¬
ing reform *in the area of true

capital assets. T r'
PropQsalis for ayeraging. of capi¬

tal gains over a period of years,
and for increasing the deductibil¬
ity of losses, seem to have con¬

siderable support. Also, proposals
for a sliding scale of rates in
accordance with the length of
time that assets have been held
(similar to provisions existing in
the 30's) are advanced.
A number of witnesses advocate

increase in the rate of capital
gains tax. However, an important
and respected witness. Dan Throop,
Smith Professor of Finance at the
Harvard Business School and for¬

merly Assistant to Secretary of
the Treasury from 1953 to 1955,
has this to say: "Any appreciably
higher rate than the present one
would so reduce the potential net
increment from successful invest¬
ment in growth situations as to

seriously impair the country's eco¬
nomic expansion. There is prob¬
ably no single change in the tax
law which would do as much
damage as an appreciabe increase
in the tax on true long-term cap¬
ital gains. An increase would do
incalculable harm."

IBA's Proposals for Reform

It would seem that the position
of this Association with respect
to reform of the capital gains tax

is a sound one. This position,
generally speaking, is- that any
lowering in the rate of the tax
would produce more revenues for
the Treasury and would accelerate
economic growth by creating a
new supply of venturesome capi¬
tal. ;

Our proposals for relief which
would, as stated above, not only
increase revenues from the capital
gain? tax, but at the same time
would also tend to stabilize stock
market fluctuations, are:

(a) Lower Rates— We believe
that the maximum effective rate
of the capital gains tax should be
reduced to not more than YlVi %
through a decrease in the inclu¬
sion from 50% to 25%, which
would spread the benefits of the
lower rate to taxpayers in all tax
brackets.

(b). Loss Provision Should Be
Liberalized—At present only $1,-
000 per year of capital losses may
be deducted from - ordinary in¬
come. We feel that the loss limi¬
tation should be raised to at least

$5,000. We would welcome provi¬
sions leading to averaging of cap¬
ital gains over a period of years,
which would be especially helpful
to lower bracket taxpayers.

(c) Full Reinvestment Treat¬
ment— Under present law home
owners can sell their homes and

buy another of equal or greater
value without incurring capital
gains tax liability. The purpose of
this provision in the law was to
recognize that inflation has made
a large part of all capital gains il¬
lusory. It would seem only fair
that the treatment accorded to
home owners should be extended
to owners of other types of prop¬
erty.

(d) Capital Levy Limitation—
When extremely large capital
gains have accrued, especially
over a long period of time, the
"locking-in" effect of the tax is
nearly completely effective. A
practical means of greatly dimin¬
ishing this "locking-in" effect, and
at the same time increasing Treas¬
ury revenue, would be to limit
the impact of the capital gains tax
to a reasonable relationship to the
value of the assets sold, say 4%
—roughly equal to a year's in¬
come. Such a limitation would
make available in our economy a

great deal of potentially venture¬

some equity capital. It would
greatly increase the Treasury's dir
rect revenue from the capital
gains tax, and, through stimula¬
tion of the economy, increase rev¬
enue from all other taxes. We
believe that this is a simple, loS1"
cal and effective proposal which
we should continue to urge with
all the means at our disposal.

•

Income Tax Reform

With respect to income tax re¬
form, the so-called Baker-Herlong
Bill has gained increased adher¬
ents in the past year. This is a
bill providing that as the coun¬
try's growth produces increased
Treasury revenues, these revenues
be used to reduce rates in accord¬
ance with a five-year schedule
until a maximum rate of 40% in
the personal- income tax is
reached.The theory behind this
bill is appealing because experi¬
ence in recent years has been that
increased revenues have been en¬

tirely devoted to increased ex¬
penditures. However, it would
seem difficult for one Congress to
limit the freedom of "a successor

Congress in tax matters; thus, in
the last analysis, this particular
measure may fail of passage.
It is your Committee's feeling

that this Association should con¬

tinue to urge that as promptly as

possible the maximum rate of per¬
sonal income tax be reduced to

50%. Rates higher than this make
it more worthwhile for a taxpayer
to devote his effort to tax avoid¬
ance than to earning additional
income and are therefore basically
destructive. Such a reduction

would, in the first instance, cost
little—only 2% of the amount now
being collected from personal in¬
come taxes—and the additional
incentive to productive effort
which such a reduction would

produce could be expected to re¬
sult in an increase in Treasury
tax revenues within a very short
period of time.

Double Taxation

As forecast in last year's report,
in the past session of Congress a
number of efforts were made by
left-wing elements to eliminate
the present 4% tax credit on divi¬
dends. The effect of this credit is
to provide a small measure of re¬
lief from the present inequitable
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double taxation of corpoarte earn¬

ings. If the credit were raised to
20% (the Canadian level) it would
have the effect of relieving tax¬
payers in the lowest bracket from
double taxation. We feel that this
reform is logical and should be
enacted.

i ^Withholding of Taxes on

Dividends and Interest

Because an analysis of income
sources reveals a considerable

apparent Under-reporting by tax¬
payers of' dividend - and interest
income, the Treasury is pressing
for a scheme of dividend and in¬

terest withholding at the source.

It seems logical to believe that
much of the apparent under-re¬
porting of dividends and interest
is due to the fact that this income
is received by minors and retired
persons, small charitable institu¬
tions and the like, who are in
fact not required to file income
tax returns. The withholding of
taxes on dividends and interest
would impose a large and, we be¬

lieve, unjustifiable, clerical bur¬
den on our industry; We should
cooperate enthusiastically w i t h
Treasury efforts to reduce under¬
reporting, but should, we feel, op¬
pose legislation ; requiring with¬
holding. .. ;v:.7 .

We earnestly hope that every

member of this Association will

make it a matter of first priority
to make our views on the subject
of taxation known to his Con¬

gressional repi eesntatives as

promptly, as earnestly and as

forcibly as possible.

Respectfully submitted,

FEDERAL TAXATION

COMMITTEE
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Roberge With Benkert
(Special to The Financial Chronicle)

LEWISTON, Me. — Gaston J. Ro¬
berge has become associated with
A. W. Benkert & Co. He for¬

merly conducted his own invest¬
ment business in Lewiston.

Form Realty Planning
Realty Planning Corporation is
engaging in a securities business
from offices at 48 West 48th

Street, New York City. Officers
are Irving Gitterman, President;
Edith Greenberg, S e c r e t a r y-
Treasurer.

A Call for More Private
International Financing

Continued from page 21

that there could be no possible
misunderstanding, the directors of
the Export-Import Bank unani¬
mously supported the Administra¬
tion's recent recommendation that
the capital of both the Interna¬
tional Monetary Fund and the In¬
ternational

, Bank be increased.
My own personal opinion has been
that certain of the member coun¬

tries should pay what I might'
lightly refer to as their "delin¬
quent dues" and that those coun¬

tries which have consistently
placed purchase restrictions' on

their subscriptions made to date
should be further encouraged to
release them. This, I repeat, is a

purely personal, and not official,
observation.

* Having made these comments
with regard to the two institutions
—the International Bank for Re¬
construction and Development and
the Export-Import Bank, both of
which operate in the international
field—it must now be emphasized
our respective approaches to" the
activities of the Investment Bank¬
ers Association are basically from
different angles.
The members of the Investment

Bankers Association have done an

outstanding job in the distribu¬
tion of International Bank bonds.
The Eximbank, being a wholly
owned United States institution,
does its borrowing from the U. S.
Treasury by Congressional au¬

thority and therefore has no bonds
for sale. Let me repeat, however,
that the Eximbank pays to the
Treasury interest on all monies
borrowed as well as annual divi¬
dends on its capital stock.

Invite Equity Financing
Partnership

Where we at the Eximbank feel
we could and possibly should
work more closely with the mem¬

bers of the Investment Bankers
Association is in the field of equi¬
ties. In other words, it is con¬
ceivable a joint venture might be
arranged where in the Eximbank
could provide debt capital for
purchases in the United States
and investment bankers could

provide all or a part of the equity,
and prechance arrange for man¬

agement contracts if necessary or
desired. If, in the putting together
of a so-called "package deal" in¬
vestment bankers could place all
or a part of the senior debt financ¬
ing with any private or institu¬
tional investors, that too would
make us very happy.
We in the Export-Import Bank

are dedicated to helping the
President and the Administration
balance the budget, and at the
same time we want to maintain
our rhythm in financing our in¬
ternational trade. To the extent

private capital replaces or supple¬
ments the activity of the Exim¬
bank, the U. S. Treasury is re¬
lieved from a corresponding draw
and a contribution is made toward
the desired end.
There are many ways in which

private capital and investment
bankers can work in fields pio¬
neered by the U. S. Government
and through the Export-Import
Bank. For example, the U. S.
Government, through the Export-
Import Bank, made in 1954 the
original and basic loan of $100
million to the European Coal and
Steel Community. The Commu¬
nity has since, by unwritten un¬

derstanding, quite properly looked
to the private markets, both here
and in Europe, for its subsequent
financing.
On Feb. 9, next, the Southern

Peru Copper Corporation project
which has been under construc¬
tion for the past four years will
be officially dedicated. The Ex¬

port-Import Bank has loaned

more than $100 million for pur¬

chases in the United States. The

equity is owned by four compa¬

nies with which investment bank¬

ers are undoubtedly familiar —

American Smelting and Refining
Company, Phelps Dodge Corpora¬
tion, Cerro de Pasco Corporation,
and Newmont Mining Corpora¬
tion.

In 1954 the Eximbank extended

a credit of $16 million to the Gov¬
ernment of New Zealand to assist

in, building a paper and pulp
project which, now that it has
been completed, involved a re¬

ported investment in excess of
$50 million. Only $13 million of
the credit was used, approxi¬
mately $4.6 million has been paid,
leaving $8.4 million outstanding
upon which semiannual payments
of principal and interest are being
made regularly.
Here I have given but three ex¬

amples of credits extended to (1)
a combination of countries, (2) a

wholly-owned U. S. operation,
and (3) a sovereign government.
Many more examples could be
given of credits to governments,
government entities, and private»
companies :which now finance',
wholly or in part through private •

banks and the Export-Import;
Bank. We also have examples of
foreign private and mixed com¬

panies which did their original
financing through the Eximbank
and wh&h now handle their cur¬

rent credits directly in the private
markets, both in the United States'
and in Europe. And that is as it
should be. ■;

Favors Two-Way Trade

Now, and in conclusion, we at
the Export-Import Bank are ded¬
icated to the furthering of in¬
ternational trade. We are con¬

vinced that international trade,
soundly financed, will contribute
to a strong economy within our
own country. Furthermore, and
of equal importance, it also makes »

a contribution to raising the
standard of living throughout the
world. Last, but surely not least,
profitable two-way trade results
in improved relations with our

allies throughout the Free World.

We at the Export-Import Bank
have welcomed as the newest

member of our Board of Directors,
President Eisenhower's recent ap¬

pointment, a former Investment
Bankers Association member,
James S. Bush. We welcome pro¬

posals from the investment bank¬

ing fraternity in the hope that,
through our common efforts, we
can advance throughout the Free

World the cause to which we are

all so vitally dedicated.

*An address by Mr. Waugh before the
48th Annual Convention of the Invest¬
ment Bankers Association of America,
Bal Harbour, Fla., Dec. 3, 1959.
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Report of IBA Public
• Utilities Securities Comm.

Public utility investment bankers contend that despite some helpful
amendments to the act authorizing TVA self-financing, which provides
for certain business accounting practices, the concept still constitutes
a serious defeat for the private enterprise system. The bankers again
urge disinvestment from public power; demand that government oper¬
ation pay the going rate of interest; and review current proposals
being made for more public power. Proud of the accomplishments of
the private power sector, the committee presents statistics showing

continuing growth and greater need for more capital.

Sensing a continuing improve¬
ment in fair regulatory treatment
for privately owned public power,
the Public Utilities Committee

report to the
IBA painted
an optimistic
picture of fu¬
ture growth.
However, the
C o m m i ttee

greatly feared
a ruinous

threat inher¬
ent in TVA's
self - financing
autho rization

and again, as

in the past,
urgently called
for the cessa-

tion of all pub¬
lic owned public power projects.
The concise, forceful Committee
report was submitted by Thomas
M. Johnson, of „ Johnson, Lane,
Space Corporation, Savannah, Ga.,
to the IBA at its Annual Meeting.

The text of the Report follows:
There is a philosophy of history.

'> contending that advancement in

Thomas M. Johnson

society occurs only when, opposite
points of view are successfully
resolved into some new synthesis.
Compromise as a method of prog¬
ress is thus sanctified, and the re¬
sultant concept is deemed to be
demonstrably constructive.
Because me recent outcome or me

contest to amend the-Tennessee

Valley Authority Act represents
an-out-an-out compromise, your
Public Utility Securities Com¬
mittee accepts the achievement
with what philosophy it can

muster, and leaves to others the
new problems thereby engen¬
dered.

You will recall that at our

Springmeeting in May, 1958, the
Board of Governors of this Asso¬
ciation endorsed the recommenda¬
tions of your committee that
support be given the utility in¬
dustry in its battle against the
legislation being proposed to the
Congress by the proponents of
public power authorizing the TVA
to issue revenue bonds. We were

convinced that far from solving

the public power problem, the
amendments originally advanced
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by Senator Kerr in the 85th and
86th sessions would in fact have,

completely emancipated the three
directors of this gigantic govern¬
ment project from any effective
Executive or Congressional con¬
trol. We believe that the design
would encourage indefinite ex¬

pansion of territory and unre¬
strained competition, and that it
would perpetuate unsound and'
inequitable financing. Specifically
we recommended die divestment

by the Federal Government of the
TVA and other similar- power

projects, and until this were done^
we pioposed amendments, to the
law forbidding further-expansion
or the Authority and ..compelling
it *Jo charge rates adequate to!
cover proper taxes apd-. interest
and amortization on the-taxpayers'
investment in power facilities. ;

Concessions That Were- Made

The amendments to the Ten¬

nessee Valley Authority Act were
incorporated in Public Laws 137
and 157 of the 86th Congress and
were approved by the President
on Aug. 14, 1959. Authorization
has now been granted TVA to
issue up to 750,000,000 of revenue
bonds to the public with virtually
no effective restrictions on the

method of financing or the use of
the proceeds. Although there was
no sign of reversing the social¬
istic trend toward greater govern¬
ment participation in business,
nevertheless concessions w ere

made in the final legislation that-
met most of the interim sugges¬
tions of your committee arid the
uiility industry. The service area
of TVA was limited to that pres¬

ently covered plus not more than
an additional five miles around

the periphery. The Authority
must henceforth pay an annual
return to the government on some
1.2 billion of appropriation in¬
vestment at a rate equal to the
computed average interest cost of
the Treasury's publicly held obli¬
gations, and a schedule amortiz¬
ing $1 billion of the taxpayers''
investment is to be followed so

that the total amount will be re¬

imbursed to the Treasury in 54
years. The Authority is required
to charge rates sufficient to cover

all costs of operation, mainte¬
nance and administration of the

power facilities, provide debt
service on securities outstanding
in the hands of the public, make
payments to States and counties
in lieu of taxes, and pay interest
and return of capital on the ap¬

propriation investment in t h e

manner described.

The major new concept now
written into law gives status to
the independent government en¬

terprise. It is apparent that the
ability to finance through public
sale of securities relieves admin¬
istrators of the need to appeal to
Congress for appropriations and
thus frees them from such super¬
vision. Furthermore no submis¬
sion to the Federal budgetary pol¬
icies is required, and as long as
tne basic operation remains viable,
and the public will accept the is¬
sues, the executive department
exercises no control. In fact the
new law pointedly states that the
TVA "shall not be subject fo tne
requirements or limitations of any
other law" and counsel for the
National Association of Electric

Companies states his opinion that
"neither the President nor the

Congress will have any authority

in law over the expenditure of the
proceeds from revenue bonds."
Although the utilities have

managed to contain the TVA at
this time, nevertheless acceptance
of the principle of self-financing
is in our opinion a serious defeat
to the private enterprise system.
Government no longer exists to
arbitrate between contending fac¬
tions or even to regulate the op¬
eration of private interest; instead
it is a mighty competitor against
its own citizens and not subject
to their recall. ^
;* The directors of TVA have not
delayed in exploiting the new au¬
thorization, and -contracts :have
already" been let for its largest
steam-electric plant to be located
near Paradise, Ky. and estimated

12 Months Ended—

. Aug. 31, 1959—_
Aug. .31, r1958.i.—_
Aug. 31, 195^____
Aug. 31, 1956-.
Aug. 31, 1955—__
Dec. 31, 1954—
Dec. 31, 1949____
Dec. 31, 1941____
Dec. 31, 1929____

t'ur

ELECTRIC UTILITY INDUSTRY

Electric Production

(Thousands of Kwh.)

693,022,187
.a. 632,825,000

624,302,252
589,452,837
518,363,951

— 471,686,354
291,099,543
164,787,878
92,180,273

Installed Generating Capacity
at End of Period ( Kwh.)

153,673,000
136,192,000
125,753,959
118,010,526
110,029,299
102,592,410
63,100,334
42,405,436
29,839,459

SOURCE: Electric Power Statistics—Federal Power Commission.

Securities Sold

(Thousands of dollars)
/ !) Months to September 30—

Long-Term Debt: \ im 1058 1957 195(5

Publicly — $819,600 $1,463,000 $1,283,500 $661,500
Subscription __ 100,571

"

19,700 101,052 59,779
Privately _____ 93,150 90,393 v 150,950 27,500

$1,013,321 $1,573,093 $1,535,502 $748,779
Preferred Stock:

Publicly ______ 68,142 192,500 59,057 134,265
Subscription __

_■* * 27,283 1,639 32,836
Privately _____ 12,300 12,100 10,600

$80,442 $231,883 $60,696 $177,701
Common Stock:

Publicly 130,535 61,125 120,856 63,362
Subscription __ 243,946 133,886, 291,524 141,254

-
. $374,481 $195,011 $412,380 $204,616

Total Financings $1,468,244 $1,999,987 $2,008,578 $1,131,096
Total New Money 1,461,072 1,898,087 1,985,768 1,127,000

SOURCE: Ebaseo Services, Incorporated.

TELEPHONE INDUSTRY

Year End:

1958 _

1957——

1956

1955_„_

1954—_

1949—_

1946

-Phones Installed—

(in thousands)

Indep. Bell Sys.

9,871
9,617
9,112
8,461
7,996
6,086
4,825

60.073

54,241
51,344
48,029
45,044
34,776
26,900

—-Operating Revenues—
(in thousands of dollars)

Independents Bell System

$764,040 $6,967,880
722,873
648,222
596,030
526,109
286,572
201,170

6,467,583
5,966,190
5,425,442
4,907,481
2,970,690
2,157,917

—Plant Investment—

(in thousands of dollars)
Independent

$2,961,185
2,760,215
2,323,052
2,042,822
1,795,029
961,199
655,878

Bell System

$21,369,270
19,681,340
17,556,590
15,799,247
14,567,746
9,726,535
6,440,847

SOURCE: Statistics of the Independent Telephone Industry—United States Independent
Telephone Association.

THE TOTAL

CORPORATE IMPACT
Establishment of a favorable "corporate image" has

become more vital today than ever in the history
of business— and the competition is as keen as in any
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How some of America's most successful companies
are meeting this competition effectively is outlined in
a timely booklet, "The Total Corporate Impact."
If you'd like to have a copy, it's yours
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Just phone or write Mr. R. A. Cullinan. AF-GL
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to cost more than $100 million.
Its initial unit will be rated at

600,000 kilowatts and will bring
the total installed capacity of the
system to over 12 million kilo¬
watts of which 8.3 million kilo¬

watts, or about ,70% represents
steam generation. This is a far
departure from the original Act
of 1933 which intended only .,to
permit the Authority to construct
hydro-power facilities as "an in¬
cident to its primary purpose of
flood control and navigation! The
new expansion .will be financed
by the sale of revenue bonds to
the public in about six months,
and the irony implicit in the for¬
mation of four nation-wide under¬

writing groups of investment
bankers to compete in bidding for
the issues needs no comment.

Interest Hate Subsidy

On the other hand the; ne^v
amendments do incorporate cer-y.
tain business conceptions that may"
be considered constructive. The

requirement to pay interest on ap¬

propriation investments and re¬

imburse them over a reasonable

period of time should tend to
force the government corporations
to follow economic practices. This
does not mean to say that hidden
subsidies will be eliminated, and
the advantages will continue to be
heavily weighted in favor of the
government undertaking. Taxes
alone provide a sizable benefit, as
for example, the TVA and its dis¬
tributors combined paid out only
3.66c of their revenue dollar "in
lieu of taxes" in 1956 as compared
with 23.4c for taxes of all kinds

paid out by investor-owned util¬
ities in the same period. The Rural-
Electrification Administration still

offers loans for full construction
costs to telephone and electric co¬

operatives at a-2% interest rate
even though the Treasury has
been forced to pay as high as 5%
for relatively short-term money.
In the case of the REAs the Presi¬
dent of the Edison Electric Insti¬
tute recently pointed out that over
97% of the farms in America are

now being supplied with electric¬
ity and that these cooperatives
have now expanded into the sub¬
urban, commercial and industrial
business as well as into the gen¬
eration and transmission of elec¬

tricity. In the past five years their
commercial and industrial busi¬
ness has doubled, and currently
three out of every four REA cus¬

tomers are non-farm. WheVe it
was possible to invoke the general
welfare, certain grants may have
been justified, but the original
task of +he REAs |>.as been com¬
pleted, and no reason exists for
>continuing this ' most serious ma¬

jor competitor of investor-owned

utilit|es." The obligation of TVA
to pay the going rate of interest
should set a pattern for all gov¬
ernment lending policies, and we

urge that legislation be adopted
to force compliance upon other
government agencies in the fu¬
ture. ...

The interest subsidy, however,
seems to be deeply imbedded in
the thinking of the proponents of
public power. Another example
of its persistence can be seen in
the revived proposals to undertake
the project abandoned in 1936 for
harnessing the tides cf Passama-
quoddy Bay for power production.
An International Joint Commis¬

sion on U. S.-Canadian Waters has
announced its preliminary studies
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of feasibility after a three year
and $3 million analysis. Its Engi¬
neering Board has proclaimed that
for $688,000,000 the tidal project,
in combination with a hydro-eiec-*
trie development of the Rankin
Rapids on the

, St. John River/
could be constructed to provide a

dependable capacity of 555,000
kilowatts. This works out at a

cost of over $1,200 per kilowatt of.
dependable power, and based on
an amortization period of 50 years;
the cost of power without any al¬
lowance for displaced taxes would
be 8.4 mills per kilowatt in the*
United States. These costs, and :
therefore the- fundamental eco-i
nomic feasibility of the whole*
scheme, is based on an assumed
interest rate of 2.%'%. Though we
will not take the time here to esti¬
mate' the costs should interest
rates be doubled, we will have
much more to say if this proposi¬
tion makes further headway.

Other Public Power Proposals

.Another proposal for a Federal
power enterprise has made some

progress in Congress. This is the
Burns Creek Project in the Upper
Snake River Valley of southeast¬
ern Idaho about 30 miles down¬
stream from the Palisades Bam of
the Bureau of Reclamation. A
bill introduced by the two sena-.
tors from Idaho, S.281, was passed
by the Senate July 24, 1959, and
along with an identical House bill,
HR 1235; it is now before the
House Subcommittee on Irrigation
and Reclamation: Although de¬
scribed as a re-regulation project,
Burns Creek is primarily a hydro¬
electric development with 98% of
the cost allocated to power. It
would have 90,000 kilowatts of in¬
stalled generating capacity and
develop about V2 billion kilowatts
a year. The cost is estimated at
$48,800,000 and will admittedly be
un-economic with net annual rev¬
enues falling some $300,000 short
of meeting, annual interest costs
figured at a subsidized rate of 3%..
The Bureau proposes to integrate
this operation financially and hy¬
draulic-ally with the 114,000 kilo-
Watt multiple purpose Palisades
operation which would extend the
payout period of Palisades power
facilities from 21 to 53 years.

It.should be pointed out that
the Burns Crqek.Project is wholly
unnecessary. It will not appre¬

ciably add to the irrigation poten¬
tial of the area, nor is there any
shortage of available electricity.
The two private utilities serving
the territory are meeting all re¬

quirements and have large addi¬
tional facilities under construction
to meet every foreseeable future
demand. Instead, this proposal is
an attempt to introduce a new

concept into the public power pic¬
ture; "Senator Neuberger enunci¬
ates it as a public utility respon¬

sibility to supply the net whole¬
sale power needs of distributors
or consumers who desire to pur¬
chase from it." Mr. N. B. Bennett

of the Bureau of Reclamation tes¬

tifying before the Senate Sub¬
committee clarified the Bureau's

position by stating that in spite
of the ability of private utilities to
take care of the increased loads

"these people now have contracts
for power with the Federal Gov¬
ernment, and we believe that they
should continue to receive from

the Federal Government the

power to meet their growing
loads." Also Senator Church, co-
sro^sor of the hill, in subsequent

debate, repeated that "The testi¬
mony before the Committee in my

opinion clearly demonstrated that
there is presently a severe nower
shortage for the preference cus¬

tomers served by the Bureau of
Reclamation dams in snnthern

Idaho, and this shortage will grow
to the point of a cerioi>s crisis for
all cooneratives if t^e Cr^ek

dam is not constructed." In other
words, the Federal Government
should undertake the respons;bil-
itv of meeting aU requirements of
preferential ou-tnmers for c^ean.

Continued on page 36

GAS UTILITY & PIPELINE INDUSTRY

12 Months'

June 30,
June 30,
June 30,
June" 30,
June 30,

Decs 31,
Dec. 31,
1946-50

"'Estimated.

Period:

1959-.1*

.1958_^_

1957—

1950—

1955—
'

1954—

1951—

Average

Total Revenues

$7,533,000,000 -

.6,824,000,000 .

6,090,000,000

5,698,000,000

4,901,000,000 ;

: 3,052,000,000 .

2,228,000,000

1,565,000,000 -

Construction Expenditures
- •*$1,859,000,000•
. 618,000,000v,

1,772,000,000

1,552,000,000 ' r'
'

: 1,345,000,000

1,055,000,000
1,462,000,000

•vv: 799,000,000-"

Customers

31,681,000

30,879,000

29,988,000

29,190,000'
27,954,000;
27,528,000

.24,953,000

22,267,000

- - • ■ Forecast of Construction Expenditures" ' '

1959—$1,859 million f 1960—$1,898 million ; V

v- y ^ V Gas Operating and Holding Companies
L

Securities' Sold " * ~ * V
'

A'/y ,' ■ " >. (Thousands of dollars) y-. ., . ... y.'Y \
. /*; 1958 • 1957 • 1956 1955

Debt''.'Issues_ $1,858,044 ; $1,964,839 $||i42,624 >v $946,57?
Preferred Stocks—

. 258,649 162,189 258,930 192,043
Common Stocks — 364,813

, 293,798 V 182,151 274,153

Total $2,481,506 $2,420,826 $1,583,705 $1,412,753

SOURCE: "Gas Facts" anil Quarterly Report American Gas Association. .

Relative Yields on Public Utilities Securities

-As of October 31-

Bonds—Yields to Maturity: .1957 11)58 * 1959

lAipAe A
"

4.73%: 4.17% 4.30%
Double A

*

4.75 i 4.27 4.40
A ' 4.84 . • 4.45 4.63

Preferred Stocks—Yields:
' ; '■ - ', : !

Group I . 4.97' 4.73 4.97

Group II • 5.08 4.81 5.04

Group III__
•

5.17 4.97 5.29

Common Stocks—Yields:

Group I 4.25 - 4.37 5.41

Group II ; : 4.36 .. 4.43 5.45

Group III__-„*- . 4.36 4.60 5.72

Prcparcd by Irving Trust Co.

HI
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Report of IBA Public
Utilities Securities Comm.

Continued from page 35
subsidized power even though
there is an adequacy of privately
generated power available at reg¬
ular rates.
Senator Neuberger, the peren¬

nial spokesman for public power,
has a bill before the Senate,
(S.1927), to establish a Bonneville
Power Corporation. In introduc¬
ing his legislation, he stated that in
his opinion "the provision for the
Bonneville Power Corporation to
have a public utility responsibility
is the most important single ele¬
ment in this bill." In addition, "i€
the Bonneville. Power Authority
is to continue its effectiveness as
a dynamic factor in tha, regions
economy, it must have authority
to supplement its hydro resources
with thermal power installations.
The failure to press ahead with
the vital upstream storage proj¬
ects like Hells Canyon has crip¬
pled the firm-power capability of
the system and destroyed its abil¬
ity to serve the industrial loads on
which much of the regions eco¬
nomic growth must be founded."
The proposed Corporation would
accomplish its expansion by issu¬
ance of revenue bonds to the

Treasury up to a maximum of $1.1

bililon, albeit "at a rate of inter¬
est equal to the average rate of

outstanding Treasury obligations
at the beginning of the fiscal

year." After 150 years it seems

strange to hear the gospel of mer¬

cantilism again being preached in
our land!

Growth Continues

In accordance with our usual

practice of conserving space, we
attach herewith abbreviated tables
of statistics that show the con¬

tinuing growth of the public util¬
ity, industry. We would like to
spend time outlining the fantastic
possibilities inherent in the dem¬
ographic predictions with which
we are ail laminar, but let it be
sufficient to note that reliable

prognostieators are convinced
that the demand for power on the
part of the exploding population
and automated industry 'will re¬

quire uninterrupted expansion of
utility facilities. It is unnecessary
to labor the point that the need
for capital by the investor-owned
utilities will be further accel¬
erated and that the competition
for funds against alternate oppor¬
tunities requires the maintenance
of a satisfactory regulatory cli¬
mate. In this matter, we sense a

continuing improvement through¬
out most of the country and be¬
lieve (hat more and more of the
State commissions are being
brought to appreciate the neces¬

sity for fair consideration if the
utilities are to continue to meet
their responsibilities. There are
of course certain areas where the

light is still to be spread, but each
year the problems seem to be less¬
ening, and we will watch that the
trend persists.

• I

We cannot close this report
without stressing once again the
warning we have issued in the
past: as always the real enemy of
our society and way of life is the
ancient tyranny of the State. Its
methods may be more subtle and
insidious today, but there is no

gainsaying that steadily it en¬

croaches, even seems to be in¬
vited, to undermine our free en¬
terprise system. The utility
industry whose welfare is the con¬
cern of this committee, being basic
to all industry, is only the first
assailed. Who can have assurance

that the socialists will be satisfied
with control of this industry
alone, or . in fact who can have
confidence that Khrushchev's

prophesy will not be fulfilled and
our grandchildren be forced to
live under a system little differ¬
ent from Communism! Seduced by
the appeals of the welfare state,
we no longer operate as a think¬
ing electorate. Through default,
we have allowed cur representa¬
tives to bargain away too many

of our native rights and turn over
too much of our individual initia¬
tive to that new ruling elite which
is the unrestricted bureaucracy of
central government. We have
spoken of the philosophy of prog¬
ress through compromise, but this
does not mean abject surrender
of one faction to another. Unless
our traditional concepts are truly
defended, our conflicts w;ll not be
resolved in a manner coincident
with the spirit of our evolution.
Then instead of a lorward march
toward higher freedom and op¬

portunity for all Americans, this
civilization will retrogress into
the same sedentary autocracy as
those that have preceded us in
history. This, too, is a time of
crisis with no place for sunshine
patriots, and it better be holden on
each of us to face up to his re¬

sponsibilities and not be disen¬
franchised by lack of interest or
of enlightenment!

Respectfully submitted,

PUBLIC UTILITY SECURITIES
COMMITTEE

Thomas M. Johnson, Chairman
The Johnson, Lane, Space Corp.
Savannah, Ga.

William n. Bannard, 3rd
American Securities Corp.
New York, N. Y.
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Chicago Analysts
Forecast Forum
CHICAGO, 111. —The Investment
Analysts Society of Chicago will
held their annual forecast forum
on Dec. 17 in the Grand Ballroom
of the Midland Hotel. Speakers
will be Arthur Rosenbau, econo¬
mist of Sears, Roebuck and Com¬
pany; John Perkins, Vice-Presi¬
dent of the Continental Illinois
National Bank & Trust Company;
and Ragnar D. Naess, partner of
Naess & Thomas.

La Branche &
Wood & Co. New
Firm Name
On Jan. 1 Francis F. Rosenbaum
and Francis F. Rosenbaum, Jr.,
both members of ihe New York
Stock Exchange, will be admitted
to partnership in La Branche &
Wood, 120 Broadway, New York
City, and the firm name will be
changed to La Branche & Wood
& Co. Both are partners in Rosen¬
baum & Co. which is being dis¬
solved.

Canadian Bank of
Commerce Elects
TORONTO, Canada — James
Stewart has retired as Chairman
of the Board of Directors of The
Canadian Bank of Commerce, and

IN. J. McKin-
n o ii. Presi¬
dent, has been
elected Chair-
m an and
President, it
has been an¬

nounced. Mr.

Stewart will
continue as a

m ember of
the Board of

Directors.
It was also

a nnouneed
that W. M.

Neil John McKinnon -fjp u r r i e has
i b e e n ap¬

pointed Deputy General Manager
of the Bank. He has been an As¬
sistant General Manager at the
head office in Toronto since May,
1959, and prior thereto he was
Assistant General Manager and
Regional Superintendent of the
Bank's Central West Region,
with headquarters at Winnipeg,
Manitoba.

Mr. Stewart came to Canada
from Scotland and entered the
service of the bank at Sherbrooke,
Quebec in 1914. He was appointed
General Manager in 1948; Presi¬
dent in 1952, and has been Chair¬
man since 1956.

Mr. McKinnon was named Gen¬
eral Manager in 1952 and has been
President of the bank since 1956.

Vice-Presidents of the bank are

G. Peter Campbell. J. Grant
Glassco and Joseph Harris. J. P.
R. Wadsworth is Vice-President
and General Manager.

Edmund Shlens Opens
CHAMPAIGN, 111. — Edmund
Shlens has opened offices at 44
Main Street to engage in a secu¬
rities business.

A. M. Silverman Opens
WYNNEWOOD, Pa.—Allan M.
Silverman has formed Allan M.
Silverman & Co. with offices at
251 Gipsy Lane to engage in a se¬
curities business.

R. F. Tomlin Opens
ROCKVILLE CENTRE. N. Y.—
Robert F. Tomlin is conducting a
securities business from offices at'
72 Broadway.
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Report of IBA State •

Legislation Committee
Investment Bankers Assn.'s Committee on State Legislation posts
fellow bankers on state legislative matters transpiring in the past

year affecting investment banking. The Committee, thus, offers a

state by state summary of amendments to state blue sky laws; state¬
ment of policy regarding options and warrants adopted by the Associ¬
ation of State Blue Sky Law Commissioners worked up in cooperation
with the IBA subcommittee headed by Robert Podesta of Cruttenden,
Podesta & Co., Chicago; presents status of variable annuities and of

gifts under the Gifts to Minors Acts.

Dedicated to the goal of a closer
working relationship between the
investment banking industry and
state legislatures and administra-

Robert A. Podesta George A. Newton

tive officials, the State Legislation
Committee of the IBA reports on

what has been done this year to
facilitate the providing of funds
for industry, and State and local
governments. The Chairman of
the Committee is George A. New¬
ton, of G. H. Walker & Co., St.
Louis.

The text of the Report follows:
In approaching state legislation

relating to investment banking,
your committee endeavored to

emphasize the facts that (1) in¬
vestment. bankers and the indus¬

try perform a function essential to
the American free enterprise

system in providing funds for
private industry and for state and

local governments, and (2) the
industry overall has demonstrated
its dedication to high ethics with
investment bankers conducting
their business with such integrity
that- occasional instances to the

contrary receive considerable
notoriety. Viewed with this back¬
ground, it was hoped that legis¬
lation regulating the sale of se¬
curities might facilitate financing
for legitimate enterprises and
permit the orderly conduct of
business by responsible and
honest persons with a minimum
of regulation, as well as being
designed to prevent fraudulent
schemes and to penalize irrespon¬
sible persons from engaging in
the securities business. This com¬

mittee has repeatedly encouraged
a closer working relationship
between the legislative commit¬
tees of the investment banking
industry and members of state
legislatures and administrative
officials, so that there may be a
better understanding of the func¬
tions of the investment bonkers
and the problems of carrying on
the business.

During 1959 the Legislatures of
48 states were in session (includ¬

ing Alaska and Hawaii). The

many important enactments are

summarized in Appendix A. High

lights of these enactments and

significant administrative and

judicial decisions are set forth as

follows: •••-' .

NATIONAL DISTRIBUTION

for

Corporate and Municipal Bonds
Preferred and Common Shares

Brokers • Underwriters • Distributors • Dealers
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Amendments to State Securities
Acts in 1959

Amendments to the securities
acts were adopted this year in
the following 26 states:

V . Alabama
Alaska

Arkansas

California
Colorado
Connecticut
Florida

Georgia
Hawaii

Indiana
Iowa
Kansas

Minnesota
Nebraska

New Mexico
New York

; ^ North Carolina
North Dakota

. Oklahoma : \

Oregon
- Rhode Island
South Dakota

Tennessee
* Texas

^Washington ■-,» ' ' ' \ r 'f
Wisconsin

In Alabama, Alaska,, Arkansas,
Oklahoma and Washington, com¬
plete new securities acts were

adopted based on the Uniform
Securities Act with some modi¬
fications. It should be noted that
the Alaska Act includes only
anti-fraud provisions and require¬
ments for the registration of
dealers and salesmen, but does not
require the registration of securi¬
ties.

In Washington adoption of the
new Securities Act was of special
interest since it concluded seven

years of effort. Men who have
worked so persistently on this
project, include Lyle Wilson
(Pacific Northwest Company,
Seattle), Sherman Ellsworth (Wm.
F. Harper & Son & Company,
Seattle), Donald Meyer (Foster &
Marshall, Seattle) and Robert
Daniel (Pacific Northwest Com¬
pany, Seattle). The adoption of
this Act received the active sup¬

port of Washington's Governor
Rossellini and the Washington
Securities Commissioner, Bernard
G. Lonctot.
Particular mention should be

made of one provision of the new

Washington Act which creates a

State Advisory Committee to_con-
sist of seven members, appointed
by the Director on the basis of
experience and qualifications, to
serve in an advisory capacity to
the Director on matters pertain¬
ing to the Act.

New York amended its Blue

Sky Law but omitted several ob¬
jectionable provisions contained
in the original draft. The prin¬
cipal provisions of the amendment
as finally adopted provide that
brokers and salesmen, as well as

dealers, must register; that regis¬
tration shall be effective for

periods of four years commencing
Jan. 5, 1960, that all registration
statements filed pursuant to prior
provisions of law shall remain in
effect until Jan. 5, 1960; and that
certain fees shall be paid for
registration. Especially active in
achieving these results were John
Curley (Paine, Webber, Jackson
& Curtis, New York), and Cush-
man McGee (R. W. Pressprich &
Co., New York).
In Iowa the Securities Act was

amended in several significant
aspects: (a) A simplified notifica¬
tion procedure was provided for
registration of securities meeting
certain requirements, (b) An
exemption was provided for
secondary market sales by regis¬
tered dealers where certain
information re gardi n g these
securities is available in a recog¬

nized manual, (c) Exempted are
unsolicited transactions by regis¬
tered dealers, (d) Exempted are
offers of securities made prior to
effective date, pending registra¬
tion of the securities under the
Federal Securities Act of 1933 and
the State Act. (e) The Commis¬

sioner is authorized to accept a

copy of the Federal prospectus in
lieu of other information required
in registering securities by quali¬
fication. Among those working
most diligently on this matter
were Roy Leriche (First of Iowa
Corporation, Des Moines), Ted C.
Henderson (T. C. Henderson &
Co., Inc., Des Moines) and John
Quail (Quail & Co., Inc., Daven¬
port). The Iowa Insurance De¬
partment, which administers the
securities act, supported these
amendments.

In California this year there
was undertaken a major project
to obtain adoption of the Uniform
Securities Act in California. As¬

sembly Bill 2531, embodying the
Uniform Act with several modi¬

fications, was introduced in the
California Legislature and was

referred to an Interim Committee
on Judicial-Civil for consideration

prior to the n^xt session of the
Legislature. ' Hearings by the
Interim Committee were held in

San; Francisco on Oct. 15-16, at
which; testimony was presented
by various representatives of the
IBA California Group and by the
Assistant General Counsel of the
IBA. Further - hearings 'will be
held in Los Angeles on Jan. 21-22.
This bill is supported by Cali¬
fornia Corporation Commisisoner,
John Sobieski. Work on this bill
has been handled by a special
committee of the California

Group, the members of which
include Mr. William S. Hughes
(Wagensellerx & Durst, Inc., Los

Angeles), Mr. George W. Davis
(Davis, Skaggs & Co., San Fran¬
cisco), Mr. Edward D. Heller
(Schwabacher & Co., San Fran¬
cisco), Mr. Warren «Crowell
(Crowell, Weedon & Co., Los
Angeles) and Mr. George E. Jones
(Mitchum, Jones & Templeton,
Los Angeles). Appreciation is ex¬

pressed to the members of this
special committee for their work
on this project.
At the time this report was

prepared a bill was pending in
the New Jersey Legislature to
provide a complete new securities
act. The bill is based on the Uni¬
form Act, with modifications, but
it includes only anti-fraud pro¬
visions and requirements for the
registration of dealers and sales¬
men and would not require the
registration of securities.

f y'>' • EL ,«' < „. •,: b;-
f \ Options and Warrants

In^;1^46;i.;the North American
Security Adiministrators (the As¬
sociation of State Blue Sky Law
Commissioners) adopted a state¬
ment of policy regarding options
and warrants which has been fol¬
lowed-in a1- number of states. The
statement provides: . v
- "Warrants, or* stock purchase
options*to -those other than the
purchasers of securities will here¬
after be looked upon with great
disfavor and will be considered
as a basis for denial of the appli¬
cation except in. unusual instances
and the burden shall always rest

Continued on page 62
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Report of IBA Aviation
*

: Securities Committee
Aviation investment banking specialists propose certain remedial
measures to correct what they find wrong in the aviation industry.
These measures include: (1) taking the Government (MATS) out of
the airline business—except for hard core military matters—in order
to establish an economically important air-cargo industry; (2) having
the Government provide assistance in developing new cargo planes
for more efficient operations without reliance on government loans;
(3) confining the Civil Aeronautics Board to the philosophy and prin¬
ciples of the CAB Act; and (4) calling for the appointment of an

outstanding individual to study the air transport regulatory problem
and to develop a new program,

Concerned about the strain and

imbalance in the vital partnership
between the Government and the
aviation industry, the 10 - man
group of fi¬
nancial execu¬
tives compris¬
ing the IBA
Aviation Se¬

curities Com¬

mittee, head¬
ed by Walter
M. G i b 1 i n

,

Vice - Presi¬

dent of Blyth
& Co., Inc.,
&e w York

Gity, present¬
ed to the Con¬
vention a se¬

ries of propo¬
sals designed
to redress the situation, particu¬
larly in light of the Soviet threat
tot our national objectives.

Text of the Report follows:
I

Government—Industry
Partnershp

The critical danger threatening

Walter M. Giblin

our national objectives in light of
Soviet space probes, military
power, and Communist economic
penetrations demands the full un¬
derstanding and support of the
vital partnership which exists be¬
tween the TJT. S. Government and

the aviation industry.

Together, they provide strength
for free world defense. They
strive to capture space leadership.
They seek progress in trade, com¬
merce, and travel through ad¬
vances in air transportation.
In the year just passed, jet and

space age activity gave some
testament to the worth of this

relationship. But the same period
produced also a measure of strain
and imbalance between industry
and government not in the no¬

tional interest.
- We focus attention here on this

partnership and conclude that,
therein, the capacity exists to
meet the major challenges of our
era. It is clear, however, thai

changes in policies and actions by

the admittedly-senior partner
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(government) are vital to our

continued well-being as a nation.
As before, the Department of

Defense and our aircraft-missile

industry continue to produce the
plans, technology, and complex
weapons systems to run the mili¬
tary rocket and arms race. Now
the National Aeronautics and

Space Administration joins this
same team in what appears to be
an uphill fight for space suprem¬
acy. In the commercial air trans¬

port field, the common purposes
of government and industry are
linked through the Federal Avia¬
tion Agency and Civil Aeronau¬
tics Board. Congress and upper
echelons of the Administration, of
course, have a prime role.
Where are the major problem

areas in this relationship? Where
are the cracks in the partnership?
What are the points of achieve¬
ment? And what is the .signifi¬
cance of these things to the fi¬
nancial community?

' '
■

> -i 1

11

The Civil -Aeronautics Board

Cumbersome procedures that
block quick, sure decisions his¬
torically have strained the CAB's

potentially intimate partnership
with industry. Charges of bureau-,
era tic ineptness long have been
leveled at this agency by the air¬
lines, aircraft manufacturers, and
others concerned with the eco¬

nomics of civil aviation.
Carriers charge failure by the

Board to act quickly and deci¬
sively on their request for fare
increases. CAB, it is said, seems
to harbor a prejudice against
profitable operation of America's
privately-owned air transport in¬
dustry.
Manufacturers see Board in¬

action as a serious problem : to
them since many are dependent
upon the airlines' health for a

large part of their own success. •-?.

The financial community 'and<
others concerned with the preser¬
vation of our competitive <system
and our economic well-being have
added their voice.
One member of CAB, itself,

Louis J. Hector, in a recent letter
of resignation, critically analyzed
the agency and proposed radical
reorganization which would
transfer the policy-making and
administration functions of the
Board to other hands in the Ex¬
ecutive Department.
Whether this will come about or

not, what is needed—and needed
badly—is an immediate adequate
fare structure for the airlines.
Since the spring of 1956, when the
Board initiated a General Passen¬
ger Fare Investigation, the com¬
mercial air transportation indus¬
try has awaited a determination
on the new level of present fares
and a formula for setting future
long-distance fares. Such action
is vital to the new equipment pro¬
visioning program and for airline
planning for the future.
A few hopeful signs poini^to-

ward 1960 as a year of progress
in this and other crucial areas

awaiting Board action. One sign
is the infusion of new blood—the
appointment of two and probably
three new members to the five-
man Board. Another is evidence
that within the Administration,
and within the CAB, itself, there
is a determination that the agency
at last, should begin to apply good
business principles and stop im¬
pairing the profit-making of an
industry which it is supposed to
encourage.

The $2 billion worth of jets and
turboprops now delivered or on
order by the airlines is only a
first step. Tomorrow will come
modern cargo airplanes, super¬
sonic transports, and a whole new

bracket of problems requiring
economnc and regulatory action
by the government.

Attitudes of indifference, almost
opposition, to the aviation indus¬
try by the CAB should, indeed,
be a thing of the past and should
have no place, in this new picture.
For in the years ahead, the trans-

. port airplane will wield too pow¬

erful an influence in world mili¬
tary and commercial affairs.

. hi

The National Aeronautics and
Space Administration

At isolated test facilities, little
known to the public and in re-

sea r c h laboratories scattered
throughout the country, NASA
directs a variety of research and
development programs in space
and aeronautics work.
It is closely allied with the Ad¬

vanced Research Projects Agency
(ARPA) of the Department of
Defense, which was established to
direct military space activities. It
is spreading this alliance to indus¬
trial sources within the aviation-
missile-space industry to solve
many of the problems of flight
within and beyond the earth's at¬
mosphere. In the coming year, it
will be spending substantial
amounts of money, outside the
agency, through contracts with in¬
dustry and' with*rscientific and
educational institutions.

In its first full year of existence,
NASA is known to have drawn
together and given direction to a

large segment of the nation's

scientists, engineers, and produc¬
tion experts and to have carried
out space experiments yielding
important scientific knowledge.
.Despite a number of failures,

NASA reports it has established
a firm foundation from which to
launch the non-military U. S.
space activities programmed for
the not-too-distant future.

Dr. Keith Glennan, NASA ad¬
ministrator, told the American
Bankers Association recently: "We
do not intend to . whine or grow

hysterical every time the Russians
jscore. .We do not intend to rush

pell-mell into makeshift space

spectaculars in hopes of topping
each Soviet space success. But I
can assure you that we do not in¬
tend for long to run second in
any phase of space exploration.
Time is the key element and in

time the United States will pre¬
vail over the present challenge in
space as it has over equally harsh
challenges in the past."
Most people familiar with our

space research seem to agree that
NASA has done well in organizing
a sound program despite the lim¬
ited support given to it by Con¬
gress.
But they see also frightening

evidence that the U. S. Govern¬
ment is not taking needed action
to accelerate our "snail's pace" in
this field. This might be traced
to lack of leadership in setting
firm national goals to achieve
superiority in space research in
light of Soviet progress.
The authoritative trade publica¬

tion, AVIATION WEEK, reflects
this view, saying that "It is appar¬
ent that most of our past failures
and the limitations of our current
achievements stem from the budg¬
etary blinders, executive indeci¬
sion and administration ineptness
that has characterized the start
and faltering pace of the space
program.

"Dr. Glennan and his cohorts
wiil need far more fiscal, political
and public support than they have
received in the first year of their
agency's existence if they are to
make good on his firm public
promise that the U. S. will even¬
tually lead this field."

Does U. S. space exploration
really lack urgency or purpose?
Top Administration officials deny
it. It may be true, they say, that
some projects are not being given
a blank check—that military pro¬

grams, for example, must come
ahead of civilian space programs.

Overall, it appears that the first
step is for the United States to
make up its mind whether or not
to engage in a space race with the
Soviet Union. But first, the White
House must agree—second, Con?
gress needs to be convinced. And,,
third, an often-confusecl public
deserves better than a diet of con^
flicting reappraisals and policy
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shuffling by their government ing communications and develop- lution in air cargo and to solveleaders. .
; ing new control procedures. coincident problems, many with

It appears that one way to end FAA is reducing the size of re- military overtones.

"'if. sRervi9e". l? our space race strictedI areas to restore large AIthough af£irmative action byWith Russia is to exploit the ad- tracts ot air space to public use Congress or the Administration
vantages of the government's by closer integration between did t { 1959 th b { states under the present plan,partnership with industry. We military and civil control within aianot come ln iyDy' me Dasic * P
should get qualified men from the FAA system,
the aviation - missile - electronics Tbe agency is looking ahead,
fields—men marked with prestige Planinng for those missile - like
and success—and permit them to transports "of the foreseeable fu-
give the country the benefit of ture" which have been predicted
their experience. a —planes that would take off and

Allowing greater support by lan^ vertically, fly at 4,700 miles
our strong industrial elements can Aer ?0lir' whisk passengers from
mean real progress in space lead- Amsterdam to Los Angeles in 98

established if the government can ^General Quesada had sought
encourage the building of the first unanimous Administration agree-
100 planes. The planes need not ment to his plan during the fall
be manufactured in the United of 1959 but met with Air Force

Continued on page 40
issues were brought into focus.
They are worth examining.

Air Cargo: Modernization of

V Airlift

ership.

How can we as a nation create

economically - important air
cargo, industry? Increase our

an

Of immediate interest, however, b f T", ^
Ptiip Pfwfc modern, jet-fast logistical sup-

Can a single aircraft design do
all these jobs—and simultane-

IV

The Federal Aviation Agency

®ea/<

mu

MUll/jf-c..

I,

err/<>!<$ tn

fff/wr

r,Jhf of are the efforts of FAA to promote ».Charles Critchfield, director of civil aviation today in the United SAC s striking power,scientific research at Convair Di- states.
vision of General Dynamics Corp., High on thp list is tho Pnmn]pv a11 lIiese Jous—ana
as director of the Advanced Re- Drobfem of how the U s S ously? What kind of power plantsearch Projects Agency, appeared Pb ^nto°fbeh^ athfruYv is best suited-turboprop, .turbo-to be an important step in this brmg into being a traly modein, ■-t or turbofan?
direction Now Dr Critchfield hac economical transport fleet to serve J ' " d '

withdrawn from thk aono ntment the logistical needs of national de- Who should haul the bulk of
because the goodwilf and ethks ol fens? and to.t^ke advantage of the ,government military passen^rshi«? eomnanv have been nuestinned Sreat commercial potential of air and cai go—MATS or the civil
by a member of Congress Aealn cargo" This is a target for deter" carriers? Should MATS be limited
U tahism^ce1h^ten1rsAir actio" ** «»e FAA. / to a truly combat transport serv-
failed each other/ - The basic issues, although clear ; j ■ / /"• to Administrator Quesada and Can private enterprise, left to

others such as Senator A. S. Mon- its own devices, create a modern
roney, Chairman of the Senate air cargo fleet, and, through the
Aviation Committee, still remain Civil Reserve Air Fleet, satisfy

In an age when no two major wrapped in controversy. defense airift requirements; or,
points on the world's surface are They involve not only Congress Is government assistance needed
more than two days' travel time and FAA but other government —to help cover development costs,
apart, it is encouraging to observe agencies including the Defense to reduce unit costs of such air-
the efforts of the Federal Aviation Department, the Air Force and its craft through placement of gov-
Agency to spread the advantages Military Air Transport Service, ernment orders, or to provide ■sub-
of air transportation to more and the CAB, the airlines, and U. S. sidies, loan guarantees, etc?
more people. ^ and foreign manufacturers who What combination of govern-
Vigorous leadership by Admin- are offering new air cargo designs, ment and private efforts could

istrator E. R. Quesada has set this The problems of finance bring in- combine to get the program un~
year-old agency to the task of vestment banking circles into the derway without delay?
modernizing the airways—install- picture. How will the current orders for
ing radar and other electronic General Quesada and Senator foreign-made cargo aircraft ofequipment, training larger num- Monroney already have drawn +vnp force government ntten-
bers of traffic controllers, improv- plans to hasten the coming revo- tion to the problem?

Will Congress, beginning in
January 1960, attempt to legislate
solutions?

Concrete 'proposals, which cut
across the lines of these basic

issues, have come from many

quarters in government and in¬
dustry.

What these proposals boil down
to is: get the government (MATS)
out of the airline business, let the
Post Off'ce move mail by air
where it is-economically feasible,
lend government assistance in
various ways to bring into being
modern cargo transport airplanes,
and thus create an entire new

industry in the transportation
field. Finally, solve the long-
neglected problem of adequate
military airlift.

Of late, the controversy has
centered about one concrete pro¬

posal. This would provide U. S.
Government guaranteed loans for
civil operators purchasing new

cargo aircraft.

(a) The Quesada Plan

Under -this plan, loans would
be guaranteed by the U. S. Gov¬
ernment if the planes meet cer¬
tain design requirements (con-i
sideration of civil and military
needs). " CAB would certify that
the borrower is responsible. The
government 'would insist that
some risk be taken and therefore

. has set minimum limits of 25%

equity interest in each plane.
There would be a $50 million ag¬

gregate maximum guarantee for
any one carrier. Government
would guarantee a maximum of
90% of each loan.

General Quesada, in a talk be¬
fore the Aviation Securities Com¬

mittee of the Investment Bankers

Association, compared this pro¬

posed governmental assistance
with that provided to build the
U. $. S. United States. In that in¬
stance, the ship was built to gov¬
ernment specifications at a cost
of $70 million of which the gov¬
ernment contributed $40 to $50
million. In addition, the govern¬
ment loaned about 80% of the
remainder at a 3,/2% rate.

. The FAA Administrator be¬

lieves that an adequate jet or

jet-prop cargo industry can be

vrk\m.m anfi
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Report of IBA Aviation
Securities Committee

Continued from page 39

objection to the guaranteed loan
program as proposed.

(b) The Air Force Position

While critics charge that the
Air Force blocks an Administra¬
tion position on guaranteed loans
as a price for getting "fancy
passenger type jets" for MATS,
Air Secretary James Douglas
denies it.

"The Air Force and the Depart¬
ment of Defense," Douglas de¬
clared, "are favorable to the en¬

couragement of the development
of air cargo planes which could
be used for defense and commer¬

cial operations. They are also
favorable in principle to the use
of guaranteed-loan agreements.
The concern of the Air Force . . .

is with any implication that when
such aircraft are developed,
MATS could stop replacing ob¬
solete equipment or that civil
carriers could do the whole job."
The Secretary points out that the

Air Force has always encouraged
the development of useful cargo
aircraft and cited the develop¬
ment funded by the Air Force of
the T61 turboprop engine which
could be mated to the Super-
Hercules cargo transport.
The major bottleneck in the ef¬

fort to bring about loan guaran¬
tees has been failure to convince
Secretary Douglas that proposed
legislation in this field is not an

alternative to a strong, efficient

Military Air Transport Service
but is complementary.

(c) Senator Monroney's Position
Senator' Monroney, generally

sharing the views of FAA Admin¬
istrator Quesada, remains con¬
fident that he can persuade
Congress to approve government-
guaranteed loans during the next
session of Congress.
Senator Monroney has stated

many times that he is not against
MATS' modernization and that
MATS today does not have enough
airlift in terms of quantity. He
disputes those in the military who
claim that MATS, with its aging
and obsolete fleet, has enough
airlift in terms of quantity.
What the Senator proposes to a

confused' and sometimes - irked

Congress, is that MATS' modern¬
ization should be based on its

'strategic needs"—not on buying
planes to "run an airline."

The Air Force should modernize
MATS in terms of its hard core

military mission. Also the Air
Force would finally agree that a

vast area of similarity exists be¬
tween civilian and military re¬
quirements for airlift.

The Senator's mission, then, is
to get Congress and the Adminis¬
tration to work together to bring
into being an airplane which will
do both jobs in terms of standard¬
ization, interchangeability and
common capability.
We agree with the Senate's top

aviation expert that a true cargo-
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troop carrying aircraft design can
be tailored also to meet civil air
cargo requirements. And, such
an aircraft in the hands of the

carriers could be made available,
through the Civil Reserve Air
Fleet, to MATS on short notice.
Meanwhile, this commercial fleet
could perform routine military
logistics under contracts with
MATS.
It seem logical that MATS

could and should operate a small¬
er, but similar, fleet of airplanes
that—with relatively low utiliza¬
tion—can be on a constant alert

status, strategically located, and
with crews in a high state of
training.
The Monroney program would

bring into being a strong civilian
fleet of modern cargo airplanes
which fill, at the same time, meet
MATS' wartime requirements.
Since ability to fill these require¬
ments weuld be a prerequisite to
qualify the airplanes for loan
guarantees, Senator Monroney
feels that this package makes
sense.

(d) The CAB—Airline Position

The Civil Aeronautics Board,
heir-apparent as administrator of
any guaranteed loan program, has
sought comments on the proposal
from trunklines, all-cargo carriers,
international and supplemental
carriers.
A few of the major airlines

(American, United, Flying Tigers)
said outright that they did not
need government guarantees.
Others (like Slick and Riddle)
fully supported the idea. Others
were less positive, pro and con.

Some said, "We'll wait and see."
In opposing the idea, American

Airlines President C. R. Smith,
declared that the "determining
factor" in ordering cargo aircraft
is profitability. He said this is
not altered by the availability of
a government loan—the money
must be repaid and this is possi¬
ble only through efficient opera¬
tion of the aircraft. Such an oper¬
ation "can and should be private¬
ly financed."
On the other hand, those car¬

riers in favor declared that the

guarantee, program is essential to
obtain financing.
The noncommittal attitude of

many carriers leaves the airline
industry's position at the moment
somewhat in doubt. Firm expres¬
sion will undoubtedly come with
Congressional hear;v,rfs on the leg¬
islation early in 1960.

(e) Commentary

The aircraft industry has been
and will continue to be heavily
dependent on government busi¬
ness. It constitutes for the gov¬
ernment aq important defense and
economic resource. It is not in¬
congruous, therefore, that some
form of government assistance is
proper to buttress and accelerate
theb oom tha^ most predict for the
air freight industry.
If the need for government

pump-priming is demonstrated, it
fits definitely into our country's
national policy to develop a sound
air transport system for defense
and for commercial needs.
Since competition in the upcom¬

ing air cargo transport field in¬
cludes not only U. S. manufactur¬
ers but also aircraft designed and
built abroad, the foreign aspects
cannot be divorced in this case

from the domestic. This fact alone
should merit the attention and

support of our government.
Today, the British, French, and

Canadians are offering aircraft
terms and credits which U. S.
manufacturers say they cannot
match. Tomorrow, the Russians
may be added to the list.
Also, there have been sugges¬

tions that now is the time for the

government to consider the im¬

pact on U. S. defense industries
should disarmament or arms con¬

trol come about. An obvious way
to soften the financial an dem-

ployment impact would be for our
government to assist by all proper
means the sale, here and abroad,

of modern transport and cargo
aircraft.

U. S. manufacturers are now

offering MATS and the airlines a

variety of air cargo planes that
will bring the direct operating
cost per ton mile to 3 Ms to 5 cents
—down 50% from today's 7 to
10 cents—and permit a cost to the
shippers of 12 cents per ton mile
versus 25 or 30 cents today.
Included in the stable of offer¬

ings are "here today" airplanes
and "down-the-road" airplanes.
There are aircraft of pure cargo

design and there are modifica¬
tions of existing passenger air¬
craft.

Most experts feel that the com¬

mercial air cargo industry is
approaching a period of consider¬
able expansion. The future evo¬
lution of cargo aircraft presently
envisions the conversion of pres¬
ent passenger planes to cargo use
and -the development of new

turboprop and turbofan-powered
craft.

The design of the future com¬

mercial cargo aircraft to serve the
dual purpose of defense and com¬

mercial operations should satisfy
both the expanding requirements
of the industry and the bulk of
MATS' modernization and opera¬
tional demands.

The industry says that cargo de¬
signs with turboprop engines are,
for all practical purposes, here
today. The remedial measures

necessary to get such a manu¬

facturing program off and running
all are within reach of the gov¬

ernment, the military, the air¬
lines, plane-builders, and the
financial community.
The government for its part

can, in effect, prime the pump.
The alternative is to let things
drift along into a big competitive

battle two or three years hence,
while foreign manufacturers ab¬
sorb the immediate domestic mar¬
ket. With U. S. Government in¬
action, MATS' military airlift
capability is allowed to lapse and
its roles and missions remain un¬

settled.

Should government decide to
fire the starting gun, however, it
would permit everyone to get off
and running.

Recommendations

Recognizing that the govern¬
ment and the aviation industry is
a partnership, then the partner¬
ship must. recognize that each
partner is entitled to equitable
treatment and that no partner can
have it all his own way. ... . ..,.

With this in mind, we strongly
recommend:

(A) That MATS be limited to,
a hardcore military mission, but %

in this connection it should be
given the most modern aircraft
for that purpose, including equip¬
ment which could immediately
support any strike by SAC.

(B) That the airlines take over
the major part of the MATS cargo
and personnel transport in order
to develop the potential of the
air cargo business to the point
where considerably lower costs
to the government and to the
public could be made available.

(C) That the government recog¬
nize that there is a great need
for development of an expanded
cargo airlift for commercial and
military purposes and should
therefore give assurance of some
form of assistance in developing
new cargo planes which will per¬
mit the most efficient operations.
Additionally, this would help the
commercial carriers to build up
a large modern fleet which would
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be available to the military
through the Civil Air Reserve
Fleet.

In connection with the above,
the majority of the Committee do
not feel that guaranteed loans
would necessarily be of major im¬
portance to the development of
the aircargo business. One mem¬

ber of the Committee feels that a

guaranteed loan program would
be unsound and unneeded and

that its implementation therefore
would be contrary to the free en¬

terprise philosophy — its effect
would be to increase the debt

burden of the companies least able
to support more debt.

;• (D) That the Administration
appoint an individual of outstand¬
ing ability to study the problems
of air transport industry regula¬
tion in the jet age and seek to

develop a new program which the
Administration could support and
submit to Congress for required
-legislative action. The Committee
-repeats this recommendation for
the third year in succession.

- That meanwhile the CAB show
more amenity to the aims and
needs of the airlines and act ac¬

cordingly with all the vigor that
the Board with its new members
should develop—and stick to the
philosophy and principles of the
Civil Aeronautics Act.

'

(E) That the Administration
and Congress use their influence,
"and if necessary, their powers, to
bring the views and the perspec¬
tives of all these aviation partners
into focus and into a practical,

;
effective and constructive rela¬

tionship.

Respectfully submitted,
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Two With Barret Fitch
(Spscial to The Financial Chronicle)

KANSAS CITY, Mo. —Robert L.
Goss and David A. Junge have
become affiliated with Barret,
Fitch, North & Co. Incorporated,
1006 Baltimore Avenue, members
of the New York and Midwest
Stock Exchanges. Mr. Junge was

previously with Bache & Co.

Now Corporation
MONTGOMERY, Ala. — Sellers,
Doe & Bonham, Commerce Build¬
ing, is now doing business as a

corporation. Officers are Philip
A. Sellers, President; Weldon W.
Doe, Jr., Vice-President; and John
A. Bonham, Secretary-Treasurer.

Forms Personal Inv.

WOODSIDE, N. Y.—Thomas D.
Levis is engaging in a securities
business from offices at 50-62 45th

Street, under the firm name of
Personal Investors Company.

Edling Williams Adds
(Special to The Financial Chronicle)

MINNEAPOLIS, Minn.—'Woodrow
B. Larson and Fred A. Wolter

have been added to the staff of

Edling-Williams & Associates, Inc.,
614 East Grant Street.

New Simon Office
ST. LOUIS, Mo.—I. M. Simon &
Co. have opened a branch office
in the Park Plaza Hotel under the
direction of George N. Sardi,
partner in the firm.

insurance company assets at $110
billions; corporate pension funds
at $25 billions; mutual savings
bank deposits at $34 billions.

Nevertheless, the rate of growth
of the investment companies has
inevitably encouraged inquiries
concerning their effect upon in¬
vestment markets and has encour¬

aged new developments of interest
to this Association and others.
Some of the more significant ones
of 1959 are reported herein.

Investigation of Size

W. H. Morton & Co.
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HAnover 2-6900

Underwriters — Dealers
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Report of IBA Investment
Companies Committee

Figures recapitulating the continued expansion of investment com¬

panies are included in the Investment Companies Committee report
which outlines significant developments in this vital field. Some of
the developments reviewed deal with: SEC rules, State blue sky mat¬
ters, municipal bond fund bills, issuance tax, Federal securities legis¬
lation, special studies being made of this field, public sale of stock
in companies acting as investment advisers and/or distributors of
investment company shares, and the success in publicizing this phase

of the investment field.
long ann0unced investiga-

T . , _ _ , _ tion of size of investment compa-Ihe Investment Companies Com- chasing of New York Stock Ex- njes under Section 14 (B) of themittee report to the Investment change trading volume and 3.6% investment Company Act of 1940Bankers Association membership of sales for a net purchase per- got under way through the distri-
centage of trading volume on the bution to investment companies of
Exchange of 1.8%. minion or more in size of a
The investor owning investment voluminous questionnaire pre-

company shares also utilizes, in pared for the SEC by the Wharton
many cases, other services avail- School of Finance, University of
able, m addition to the basics of Pennsylvania. The Securities Re-
diversification of the investment search Unit of that school has
and full-time professional man- been employed by the SEC to
J^ement. More than 1 100,000 of carry out the study. At a consid-
the 4.5 million shareholder ac- erable cost in time and money, a
counts are in the form of accumu- great deal of data has been col¬
lation plans for the periodic pur- iected and is in process of analysis
chase of open-end - investment by the Wharton School. It is ex-

•

company shares, or, for purchase pected that a series of reports re-
under the Monthly Investment sulting from this data will become
Plan of the New York Stock Ex- aVailable in coming months and
change, the securities of listed years,
closed-end companies. Sharehold-

Clark, of Calvin Bullock, Ltd., ers of an additional 625,000 of the Commission, on Money and Credit
New York City. accounts haveselected automati-

The Council for Economic De_

The text of the Report follows, distributions. For just these two velop™ent^ nnder a grant from theThe 18 members of your In- service features alone, more than f InSSnitThtrnim£vestment Companies Committee one-third of the investors have "Qd®fen£vUi"J*'J; pSjS fn
comprise a cross section of in- taken an added service beyond ?{adv the^tire fkianrialstoic-vestment company managements, management and diversification. sluay me enure nnanciai sxruc
underwriters and distributors so These are, we believe, impres-
that, to the extent possible, all sive figures reflecting the vitality
principal phases of investment 0f this industry. However, it is in lonn wni
company operations may be rep- well to recall the $17 billions in
resented. Members of the Com- investment company assets, while NoHnno?
mittee are also active in other indicating that a substantial in- lniJIrnmiLmVchac
associations such as the National stitutional demand for securities f
Association of Investment Compa- exists in this area, represents a in +h?«f w
nies, National Association of Se- still modest influence relative to SlfS® nf „ ™nrfJ^vh S
curities Dealers, Inc. and the As- other institutional investing me- V k SaS
sociation of Stock Exchange Firms dia. Assets of bank administered |£fa v,f
and can, therefore, translate IBA personal trust funds are estimated study will be completed by
attitudes and interests to these at more than $50 billions; life Continued on page 42
and other organizations. The past
year has offered many opportuni¬
ties for such exchanges of views
on investment company develop¬
ments. I believe that your Com¬
mittee has made constructive con¬

tributions and can submit a report
of more than usual interest.

at large, after
reviewing
matters of
more than

ordinary con¬
cern to the
members of
the Committee
and to the

Association,
c oncluded
that the year
ahead will be
an unusually
eventful one.

The Commit¬
tee'sChairman
is Robert E.

Robert E. Clark

ture of the United States. This
enormous undertaking is similar
in scope to the work of the Al-
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Continued Expansion

The growth in investment com¬

panies, both as to assets and
shareholders, has featured the re¬

ports of your Committee for the
postwar years. Such expansion
has continued in 1959. The esti¬
mated net purchases of investment
company shares during 1959 will
be $1.6 billion. Assets of the
closed-end and open-end manage¬
ment type investment companies
will be in the neighborhood of $17
billion at year-end — an increase
of $2 billion for the year. An esti¬
mated 2 million individuals and

institutions are represented by the
4V2 million shareholder accounts
in these investment companies.
It is estimated that investment

companies currently own 3,500
securities issued by more than
2,000 corporations.
Total purchases of common

stocks by open-end investment
companies in 1958 were $2.4 bil¬
lion and sales were $1.5 billion,
for a total dollar figure of $3.9
billion. Of this amount, an esti¬
mated $3,1 billion of these trans¬
actions took place on the New
York Stock Exchange. Investment
companies also frequently appear
as purchasers of secondary and
special offerings and as pur¬
chasers of new security issues of
established corporations.
For the first six months of 1959,

total purchases and sales have
been $2.6? billion with an esti¬
mated $2.0 billion on the Ex¬
change.
It may be of interest to you,

that in the first two quarters of
1959, investment companies did
an estimated 5.4% of total pur-
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Report of IBA Investment
Companies Committee

Continued from page 41
the Institutional Studies Commit¬
tee of the NAIC during 1960.

Variable Annuities

Another Committee will un¬

doubtedly report on the Variable
Annuity developments during the
year, leading to the Supreme
Court decision which, in effect,
ruled that they constituted in¬
vestments subject to Federal reg¬
ulation. Certain variable annuity
companies have sought exemp¬
tions to various sections of the
Investment Company Act of 1940
and hearings have been held be¬
fore the Securities & Exchange
Commission on this matter. As
this report is written, the extent
to which exemptions will be
granted is not known.
In New Jersey, the insurance

law has been amended to author¬
ize issuance and sale of variable
annuities and laws to regulate such
by the Insurance Department of
rhat State.

'

These are matters of more than
ordinary concern to your Commit¬
tee and, in fact, to the Association.

1959 Distribution Developments

(1) Sale of Management Com¬
pany Stock. Following a recent
court decision, which permitted
the public sale of stock in com¬
panies acting as investment ad¬
visers and/or distributors of in¬
vestment company shares, 6 public
offerings of this nature have been
made in 1959. Thus, lor the first
time, public participation to any

significant degree in these phases

of the investment company busi¬
ness has been made possible. Mem¬
bers of this Association have un¬
derwritten such offerings and, at
this writing, additional offerings
are in registration. ' ...

(2) Retail Distributing Organi¬
zations. In 1959, there has been a
considerable increase in the num¬
ber of firms engaged exclusively
in the sale of open-end investment
company shares— predominately
by means of so-called contractual
plans. Your committee reports it
as a matter of interest to members
of the Association.

Federal Securities Legislation

While no bills in which the In¬
vestment Companies Committee
was interested passed the first
session of the 86th Congress, there
were many of interest and they
will be before Congress at its
forthcoming session in January.

Changes in the Investment Com¬
pany Act of 1940 have been pro¬
posed by the SEC in the past and
new bills with substantially the
same proposed changes were in¬
troduced in 1959. Your past Chair¬
man, Mr. Charles F. Eatoni Jr.,
testified at public hearings on
these new bills in June before the
Securities Subcommittee of the
Senate Banking and Currency
Committee and, also, in July be¬
fore the Commerce and Finance
Subcommittee of the House Inter¬
state and Foreign Commerce Com¬
mittee. The position which he
took on behalf of the National
Association of Investment Com¬

panies, was in opposition (a) to
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SEC Surveillance of investment
policy, and (b) to further restric¬
tions on the groups from which
eligible directors may be drawn.
An amendment to the Securities

Exchange Act of 1934 has been
proposed requiring disclosure of
"beneficial owners" of proxies
given or exercised in contested
elections with respect to securities
listed on a national exchange. The
Committee's concern in the latter
case deals primarily with the defi¬
nition of "beneficial owners."

Issuance Tax

Federal tax legislation develop¬
ments included a bill to correct
the omnibus excise tax law of 1958
wherein the tax on issuance of
investment' company shares had
been substantially increased. One
bill has been passed by the House
and will be pending before the
Senate Finance Committee in Jan¬
uary which will reduce the tax
from ten cents to four cents per

$100 of actual value. f v\

Keogh-Simpson Bill .

Technical changes" in the
Keogh-Simpson Bill (passed by
the House in 1959 but held in
Committee by the Senate) have
been proposed by the NAIC so

that, when retirement plans for
the self-employed are funded with
investment company shares, a

bank may be permitted to act as
a custodian rather than a trustee.

Representative Keogh has ex¬

pressed support of this change as
has the Treasury Department.

Municipal Bond Fund Bills

During the past year, the mu¬

nicipal bond fund concept has
been before Congressional Com¬
mittees. Your Committee supports
the principle that all regulated in¬
vestment companies be permitted
to make tax-exempt distributions
of net income derived from hold¬

ings of municipal or other tax-
exempt holdings. It is felt such
tax treatment would broaden the
market for state and municipal
issues.

SEC Rules

In December of last year, Rule
22d-l was adopted as a clarifica¬
tion of Section 22 (d) of the
Investment company shares to fic¬
titious groups of individuals at
quantity discounts.
Rule 10-13 was also adqpted

which will, under certain specified
circumstances, permit an invest¬
ment company to purchase secu¬
rities during the existence of an

underwriting syndicate even if
persons affiliated with an invest¬
ment company, or affiliated with
such persons participate' in the
underwriting.

State Blue Sky Matters
An important development dur¬

ing the year was the establish¬
ment of working liaison between
investment companies and the
North American Securities Ad¬
ministrators. Three joint meetings
have thus far been held and a

fostering of understanding of
problems and interchanging, of in¬
formation is hoped for as these
meetings continue.
The state of California's Secu¬

rities Commissioner has adopted
a regulation- which would require
out-of-state corporations selling
shares in that state to adopt cumu¬
lative voting or make prominent
display in prospectuses of lack of
it. This was opposed by the NAIC.
In Illinois, the Securities Com¬

missioner was concerned with in¬

terlocking directorates wherein
officers or directors of an invest¬
ment company or its advisor also
held positions with corporations
appearing in the fund's portfolio.
He has now ruled that where such
a conflict may exist, the director
or officer concerned must refrain
from decisions concerning that
particular portfolio investment.

Seminar on Investment Banking
In 1959, investment company of¬

ficials met with the classes at the
'

annual IBA seminar in Philadel¬
phia. As in past years, the growth
in interest in investment compa¬

nies was evident. Among the top¬
ics covered was the relationship
of investment companies to other
financial institutions and the
services secured by institutional
investors from investment bankers.

Your Committee, meeting at
White Sulphur Springs in May,
voted to recommend to the Edu¬

cation Committee and the Board

of Governors that various phases
of investment company operations
of interest to members of the As¬

sociation, be made a part of the
regular curriculum tor each class
at future. IBA seminars.

Forum on Finance

■ The IBA and other financial

organizations participated in the
ninth Forum on Finance of the
Joint Committee on Education. A

group of some 35 senior profes¬
sors of colleges throughout the
country were in attendance for
three weeks in New York and, as

part of the presentation, members
of this Committee talked with

them and provided tours of in¬
vestment company offices for
them.

"Story of Investment Companies"
A book with this title by Hugh

Bullock, a former Governor of
this Association, was published in
October, 1959, by the Columbia
University Press. It encompasses

the history of investment compa¬
nies and is the first comprehensive
book on this subject published in
many years.

Education Aids

On television and radio, invest¬
ment company officials appeared
on several programs sponsored by
regional groups of the IBA— in
St. Louis, Chicago and Pittsburgh.
Investment companies were dis¬
cussed with a view toward their

ing public as to their place in
financial programming. .

The industry now has a number
of educational aids which are

available to IBA members. The
National Assaociation of Invest¬
ment Companies has produced and
has available a color cartoon, "The
Hope That Jack Built," which tells
the investment company story in
terms of the place for their shares
in financial planning. It has now
been seen by over 3 million peo*

pie in moving picture theaters
throughout the country and its
distributions via television sta¬

tions, both black and white and
color reproduction, is beginning.
In addition, there is a film strip

narrated by John Cameron Swayze
called, "Investing With A Pur¬
pose," which described investment
companies in colorful cartoon
panels.
* A number of booklets and pub¬
lications about investment compar-
nies are now available. There are

general ones which explain in
simple terms what investment
companies are. The main one of
these is "Investing Made Easy"
which has sold in excess Of 300,000
copies. Specialized audiences are
also reached. A very well received
booklet in this area was "Invest¬
ment Company Shares—An Aid to
Bankers and Trust Officers." Fifty
thousand copies of this publication
have been distributed.

Among other publications that
may be of interest to you that bear
on investment companies are

"Seven Reasons For Investing In
Mutual Funds," "The Story of In¬
vestment Funds and You." "The
Mutual Fund Shareholder— A
Comprehensive Study," "Share¬
holders of Closed-End Investment
Companies," and a revised history
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booklet of the NAIC since its and the utilization of investment

founding in 1940. company shares.

News Coverage

You have no doubt noticed the

increasing public interest in in¬
vestment companies evidenced not

only by the facts and figures which
are presented but in the amount
of newspaper and magazine cov¬

erage. Regular weekly columns
on the industry now appear in six
newspapers— The San Francisco
Chronicle, The Los Angeles Ex¬
aminer, The New York Tunes,
New York Herald Tribune, The
World-Telegram and Sun, and the
Los Angeles Mirror-News. In col¬
umns devoted to general invest¬
ment in these, or other news¬

papers, such as Sam Shulsky's
coverage in the Hearst publica¬
tions and William Doyle's "Daily
Investor" columns, considerable
space is devoted to explanations

Conclusion

;The foregoing report is indica¬
tive of many—but far from all—•
of the significant developments in
the investment company field
during the past year. It suggests
that the year ahead will be an

unusually eventful one in this
area.

Your Committee, through the
diversity of the affiliation of its
individual members, will endeavor
to observe and report on such
developments of interest to this
Association and maintain close
liaison with other groups in the
investment field and with Federal
and State regulatory authorities.
We wish to acknowledge the

cooperation a n d .assistance not
only of the IBA's staff but of com¬
mittees and individuals in the
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It is clear that the stature of the
investment company industry en¬
ables it to play a significant part
in the growth of American share

ownership and the functioning of
our investment markets. And with
its growth, it must accept not only
the privileges but the responsibili¬
ties that go hand in hand with it.
We have every confidence that
investment companies will con¬
tinue to play a constructive role
in maintaining the integrity of the
securities business.
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With Schirmer, Atherton
(Special to The Financial Chronicle)

PORTLAND, Me.—Mrs. Seba O.
Chase and Charles H. White have
joined the staff of Schirmer,
Atherton & Co., 634 Cong :ss
Street.

Joins Draper, Sears
(Special to The Financial Chronicle)

BOSTON, Mass.— Samuel S.
Hutchinson has become affiliated
with Draper, Sears & Co., 50 Con¬
gress Street, members of the New
York and Boston Stock' Ex¬

changes. » •

Paine, Webber Adds
(Special to The Financial Chronicle)

B O S T O N, Mass.— Lawrence E.
Dwight has been added to the
staff of Paine, Webber, Jackson &
Curtis, 24 Federal Street.

With Townsend, Dabney
(Special to The Financial Chronicle)

BOSTON, Mass.-—Robert B. Bry¬
ant has become affiliated with

Townsend, Dabney & Tyson, 30
State Street, members of the New
York and Boston Stock Exchanges.

Join Di Roma, Alexik Now With G. R. Harris
( Special to The Financial Chronicle)

SPRINGFIELD, Mass.—Lawrence
H. Dube, Arnold C. Hall; Thomas
M. Maroney and William J. Pom-
eroy are now connected with Di-
Roma, Alexik & Co., 1387 Main
Street. r

Merrill Lynch Adds '
v. (Special to The Financial Chronicle)

OMAHA, Neb.—Robert A. Danitz
has become affiliated with Merrill

Lynch, Pierce, Fenner & Smith
Incorporated, 305 South 17th
Street.

-- (Special to The Financial Chronicle)

DENVER, Colo.—John M. Ken¬
nedy- III has become affiliated
with G. R. Harris & Co., First Na¬
tional Bank Building. He was for ¬

merly with J. B. Henri & Co.

With Semple, Jacobs
(Special to The Financial Chronicle)

ST. LOUIS, Mo.— Sigmond C.
Selig has been added to the staff
of Semple, Jacobs & Co;, Inc., 711
St. Charles Street, members of
the New York and Midwest Stock

Exchanges. j
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Report of IBA Industrial
Securities Committee

V Hailing the subject of their research as the fifth largest and as a
fast growing industry with4 great growth potential, a group of
investment experts compile their findings of the electronics industry
for the benefit of their colleagues.* In their analysis they single out
for attention the youth and aggressiveness of management, and the
extent of -research and development employed. • The bankers also
comment on the present market and the outlook for electronic issues.

Michael Pescatello

The Industrial Securities Commit¬
tee of the Investment Bankers

Association, chaired by Michael
Pescatello of the First National
City Bank of
New York,
New York

City, devoted
itself to an

analysis of the
electronics in-
dustry. Not
unaware of
the correlation
between its

growth and
earnings, the
Com m ittee

supports its
optimistic out¬
look conclu¬
sions for this

dynamic industry where there is
no monopoly on brains.

The Report, in part, follows:
Summary and Conclusion

The industry is experiencing a

very strong growth trend with a

present volume in excess of $14
billion. .'This is not readily ap¬

parent to most people. So much
of its activity is concerned with
science and there are so many

strange gadgets- and equipment
that it is difficult for the average
person to realize its significance
and its scope. There is a great
diversity of products most of
which are hidden away in black
boxes or cabinets and never seen

by the public, or if they*1 are seen
remain unrecognized and their
function shrouded in deep mys¬

tery. A microwave antenna might
possibly be mistaken for a mod¬
ernized outdoor clothes line. A

travelling wave tube, one of the
significantly new advances in the
industry, could just as well be to
the unknowing a new gadget used
/by the hairdresser.
, Electronics 1 now accounts for

about 3% of the gross national
prpduct. This percentage is ex¬
pected to grow in the next five to
ten years. Gross national product
estimates of growth in the next
ten years indicate an increase of
1100%.
In broad outline the industry

serves four general areas — the
military field, entertainment,
communications and industrial
and commercial controls.
A very large part of the indus¬

try's volume is for the account of
the military establishment. The
basis for this business is the

budget for defense expenditures
which now accounts for about
one-half of total Federal expendi¬
tures. This volume can and does

change — in magnitude and in
types and categories of products.
It is very likely that the size of
expenditures will not be reduced
and probably will be expanded in
the next several years at least.
The areas in which these expen¬
ditures will be directed within the
electronic industry are of consid¬
erable importance. They may be
changed due to political events,
because of advances in the science
of electronics and by reason of
changes in military strategy and
plans. None of these factors can

)
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be determined with any degree
of accuracy in advance. For this
reason there is an element of risk

present not generally found in the
ordinary course of business. •

The industry and most com¬

panies in it are difficult to assess

accurately. The source of business
varies considerably from company
to company. Types of products
made run into the thousands.
Some are tailor made, high preci¬
sion items like small gyroscopes
that sell for a high price while
others can be mass produced on a

fast moving production line.

sNew developments and new

products, notably missiles and
transistors are having a very sig¬
nificant effect on the industry.
The science and techniques of
warfare are undergoing a pro¬
found change. Missiles are playing
a key role in this change and
missiles is electronics in action!
The'-Polaris missile program of,,
the Navy will be increased from
$600 million to $1.9 billion if a
recent request by that service is
authorized. Transistor production
is expected to reach a rate of 500;
million units by 1965.
Research is playing a very great

part in pushing back scientific
frontiers. It is this activity along
a wide area that has made pos¬
sible to an important degree the
many new products and advances
in the industries. Expenditures are

large both by industry and by the
U. S. Government.

Competition is keen and is be¬
coming more intense. A typical
electronic company particularly
the newer vintage derives about
85% of its volume from military
orders. Probably about four cents
out of each dollar of revenues is

brought down to net income. A
fair amount of funds is spent on
research. Its products have a high
labor content. The company pays
no dividends; its stock sells for a

high price; and the management
has a large stake in the enterprise.
A problem posed for the inves¬

tor is how to assess the dependa¬
bility and durability of earnings
derived from military sources.
Small margins and fluctuating
volume are part of the industry's
pattern of growth. Since the in¬
dustry is in a period of vigorous
growth some of the factors which
are important for proper invest¬
ment appraisal are being obscured
and perhaps even ignored. This is
a phenomenon generally identi¬
fied with a growth industry. The
degree of confidence in the po¬
tential for expansion is justified
by the demonstrated progress al¬
ready made. Scientific break¬

throughs and achievements rep¬
resent real accomplishment. There
is diligent research activity being
carried on along broad lines. This
is dictated by intense competition
in the industry and by the Gov¬
ernment's determination to lead
and excell on a sound long-term
basis in the technical field for na¬

tional defense purposes. The elec¬
tronic industry can truly be said
to be an arm of the military.

The Electronic Industry— An
Appraisal and Analysis 1

The Electronic Industry pres¬
ently ranks fifth in the United

, TABLE I
- Electronic Industry
Dollar Volume of Business

(Million $) • • ' -

. ,—-Estimated \

1950 1959 1905.
Total sets & other home amusement devices $2,351 $2,623 $3,604
Reoairs and services. f_' 1 659 2.644 3/122
Total industrial and commercial devices- r 677 ' ' 2.466 4,568
Total aefense electronics 560 4.775 7,800
Total radio and TV broadcasting revenue.__ .1550 1.640 2,350

Total .... !___—____ —$4,897 $14,148 $21,744
• '• .'v.' • ■

, • T rA •/A " . * . '

States. It is big, it is growing fast, include a wide range of products,
and it still has a great potential Among these are tubes, transis¬
tor growth. ' tors, rectifiers, resistors, capaci-
During World War II, a com- tors, coils,! transformers : and

paratively small number of equip- tuners. : . r . ;
merit manufacturers and pro- Transmission and communica-
ducers .of parts and components tion equipmentmanufacturers,
were catapulted into a position of producers of electronic apparatus
pre-eminence ► making not only and control devices and makers of
equipment but also scientific ad- measuring instruments, comprise
vances that were of high strategic the other three groups identified
value in the prosecution of war to in the industry. The volume of
its successful end. The industry, business of each of these divisions
then, as we know it today was is not measurable accurately be-
born out of the grim necessities of cause of the intermixture of cer-
war and has been nurtured by tain of the groups and, particu-
great technical developments. In larly, because of the large volume
peacetime, competition has pro- in defense electronics. The elec-
vided added stimulus to com- tronic i equipment manufacturers
panies reaching out for the tre- are mostly comparatively small
mendous markets that have been firms which produce highly spe-
created and that are in prospect, cialized equipment for the defense
In World War II, the volume of establishments. Hundreds of such

electronic equipment produced companies have come into being
reached a figure of some $4 bil- in recent years. Some have
lion in value or more than 10 achieved a high degree of tech-
times the pre-war value of such nical competence. Their success is
manufacturers. Today, the indus- dependent not only on their pro-
try has a dollar volume of some ductive skills but also on their
$14 billion. Within the next five ability to deal with the military
years, this figure is expected to authorities.
grow to over $20 billion. a broad view of the industry—
For convenience, the electronic Past> present and future in terms

industry may be separated into of dollar volume may be obtained
five principal segments. The set fron} figures in Table I. To sum-
manufacturers concentrate on the manze briefly, the total volume
production of radios and TV sets, of business has increased from
a branch of the industry that is $4-8 bllll.on m 1950 to over $14 bll~
extremely competitive and relies l10n estimated for 1959. In the
to a considerable degree on mer- next five years, or by 1965, total
chandising ability. This market is ™'ume is expected to reach $21.7
now almost completely saturated, hillion.
The volume of sales in home radio The. entertainment market for

sets, auto radios and TV sets is electronic products has up to this
equal to some $1.6 billion at the year exceeded any other single
present time. Electronic parts and market. It now represents a vol-
components for use in commercial ume of $2.6 billion and is expected
applications comprise another to grow by another $1 billion in
large section of the market now the next five years. Home radio
amounting to $2^ billion a year and TV sets account for some 40%
in volume. It is expected to nearly of this market. In prospect is a
double to about $4.5 billion by great new market as color TV is
1965. These parts and components further developed and improved
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and costs reduced. Volume from

this source alone is expected <■ to
increase by $300 million in the
next five years. This means that
some five and a quarter million
color TV sets will be in use by
1965 compared to something over
one-half million in use at the end

of this year. There are now over

53
t million TV sets in use. It is

estimated that this figure will
grow to 72 million by the end of
1965. >

The balance of the home enter¬

tainment market is comprised of
principally phonographs, tape re¬

corders, magnetic tape and re¬
corder and high-fi components,
and now represents a market of
some $776 million. This market is
expected, to grow to about $1.2
billion by 1965. , * ' / * .

'

In the fields, of health and ed¬

ucation, the market for electronic
products is growing at a rate com¬

parable to those in other markets.
Testing and measuring equipment,
for example, though not confined
solely to these two market areas,
are expected to have a total value
of some- $220 million this year.;
This is in addition to industrial
controls with a; volume of $160
million. Medical and therapeutic
outlets will account for a volume
of $145 million this year. In this
market the introduction of the

electron microscope is indicative
of the way in which one advance
leads the way to progressively
greater advances as new discov¬
eries and techniques. are utilized
for new products or as aids in new

developments. The electron mi¬
croscope makes possible magnifi¬
cation up to 200,000 times greater

than the original object. The best

optical microscopes magnify up to

4,000 times. It is thus possible in

medical research to detect viruses
not heretofore possible to see.
The electronic industry as a

major new industry may be com¬

pared to the infant auto and
chemical industries in the 1920's
and the airlines in the 1930's.
There are, however, some notable
differences. The number of com¬

panies engaged in the various
phases of electronic activity are
more than 500. Closely tied to this
group are the 5,000 suppliers feed¬
ing out components and parts and
servicing customers in every

phase of this business activity.
This is comparable to The automo¬
bile industry which, as it ex¬

panded, and. as more cars were

put on the highways, resulted in
numerous other enterprises*
springing up to supply,, service
and supplement _ the. automobile
industry. . These included - part
manufacturers, garages, ; service
stations, oil company operations in
every phase of production, re- *

fining and marketing and road;
building comprising thousands of
miles of highways, bridges, etc.
Similarly, and in many direc¬

tions such as broadcasting, elec¬
tronics has resulted in a host of

new enterprises that are still
growing, creating new markets or

generating additional volume of
business and employment. Total
radio and TV broadcasting reve¬
nues alone will amount to $1.6
billion this year. The figure is ex¬

pected to increase by about 50%
in the next five or six years. In
the past 10 years, the number of
stations has increased by almost
2,000 while revenues have trebled.

Research '

Research and development is a

major activity of the electronics
industry. It shares with atomic
energy and antibiotics the top
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position in the amount *of effort
and money being'spent annually
oin research. This activity is prob¬
ably now 10 times greater than it
was 25 years ago. Expenditures
for research in the electronic in¬

dustry are increasing at the rate of
about 10% a year. Every major
company and many small ones are

spending increasing amounts as
the pace of competition becomes
faster. The U. S. Government is

allocating substantial sums for re¬
search. Last year, Federal expen¬
ditures in the electronic field for
research and de velopm.ent :
amounted to $325 million. This is
a major service provided, by the
industry. For many compajiieg, re¬
search and development contracts
are the; major sustenance.. Such
projects related.to guided missiles
increased by 40% since 1957. Ac-.
tual / procurement increased by
4%. There are now close to 200,-
000 scientists 'and engineers ^en¬
gaged' in various * phases of re¬
search in all U. S. industry. Prob¬
ably. another 200,000 are involved
directly in the: overall research
effort in more than 20,000 com¬

panies. The aircraft and.-electronic,
industry exceed other industries
in research. The immensity of the
effort may be gauged by the fact
that in 1957 there was $7.2 billion
spent for research in all industry.
Of this amount, $241 million or
about 3% was for basic research.
In electronics alone, such re¬
search amounted to $38 million.
The amount is probably consider¬
ably greater now not only because
of the enlarged areas of investi¬
gations but also because of the
increased costs involved in these
efforts for personnel and equip¬
ment.

Military Electronics
An important characteristic of

the electronic industry is the fast
pace in which technical advances
are being made. Another is the
volume of business being done for
the account of the military estab¬
lishments. These factors require
that companies competing in the
electronic market must have a

high degree of technical compe¬
tence and the ability to maintain
such skill as the pact of competi¬
tion becomes more intensified.
Since the markets are changing
constantly,: financial strength is a

prime necessity. • r*
For the fiscal year ended 1959

total expenditures budgeted for
the department of defense
amounted to $40.8 billion. This
was approximately one-half of
total Federal budget expenditures.
In the next five years the depart¬
ment of defense budget expendi¬
tures are expected to increase by
another $5 billion. Significantly,
the space program is projected
five years from now with expen¬
ditures of $1 billion compared to
$153 million in the 1959 fiscal

year.: Electronic year represents
an important part of the outlays
in this program.
Research and development, to

keep ahead or at least to keep up
with the fast moving pack, is a

requirement that has become a
vital cost of doing business. More
than that, however, is the growing
realization that research and de¬

velopment to have any meaning
at all is more than spending dol¬
lars and having elaborate equip¬
ment. There must be something
to show for the effort otherwise
the company becomes not much
more than a job lot manufacturer
of parts and components.
This year, for the first time, the

total volume of electronic equip¬
ment used in guided missiles will
exceed that used in manned air¬
craft. Nearly one-half of. the total
cost of a guided missile is for
electronics. Only five years ago,
15% of- procurement -for military
aircraft was for electronic gear.

Military electronics encompass
a considerably wide range of ap¬

plications. Major areas of utiliza¬
tion include missile systems with
elaborate equipment designed for
detection, guidance, navigation
and telemetering; radar aerial re¬

connaissance; aircraft early warn¬
ing and aircraft intercommunica¬
tion; photographic mapping radar
systems; and * antisubmarine war¬
fare. The shift in military activity
is probably more evident in the
pronounced change in the. aircraft
industry than in the ascendance of
electronics. The change in * the
latter is equally profound, but,
perhaps,, not as apparent. Some
90% of the aircraft* industry's
volume is production for the mili¬
tary. This business has been in
the order of $12 billion annually
and has | employed three-quarters
of a million workers. The military
plane is gradually being displaced

by *' missiles. This, displacement,
however, does not mean, that the
airplane is obsolete and will, soon
disappear as an arm of the mili¬
tary. It does mean that its leading
role "is being superseded by mis¬
siles. The number of airplanes re¬

quired * for military purposes is
going down and the types of air¬
craft are being reduced to a

significantly important extent. In¬
dicative of this change was the
removal in September of this year
of the F-108 Hapier project of the
Air Force from its planned pro¬

gram. . This interceptor plane was
expected to be in use by 1965. It

Continued;on page 70
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Report of iba
#

Canadian Committee
Stating the customary case for close Canadian-American cooperation
quite differently, IBA committee report on Canada warns that the

, future of our huge investments in Canada depends on our tariff and
import policies. The committee reviews the economic outlook, breaks
down capital expenditures by industries and describes conditions

'

generally within those industries, comments on the capital market and
changing trend in government, provincial and corporate financing and
the sources of capital. As a result, it sees tight money continuing with
more financing going to chartered banks than to investment dealers
characterized by investors' reluctance to step into long-term market.

A careful tour of Canadian eco¬

nomic prospects of capital financ¬
ing situation and of looming bar¬
rier to success of U. S. investments
there is made

by investment
banking spe¬
cialists of the

Eric S. Morse

Canadian
scene. The
Co mmi t tee
Chair m a n,
Eric S. Morse
of W. C. Pit-

field & Co.,
Ltd., Mont¬
real, concludes
C o mm it tee
re p o r t to
IBA with
recommenda¬
tions as to ac¬

tions that should be taken to as¬

sure steady Canadian economic
growth and to maintain a favor-
fcle investment climate.

The text of the Report follows:
The Canadian Committee hereby

submits its report for the year
1953-1959. The report falls into
four sections. The first is an out¬
line of the performance of the
Canadian economy over the past
year; the second touches specifi¬
cally on different industries and
deals with capital expenditures in
these industries; the third outlines
developments in Government and
corporate finance; and in the final
section, the Committee would like
to present some conclusions as to
actions that should be taken to
assure the steady growth of the
Canadian economy and to main¬
tain a favorable climate for in¬
vestment. —

I

The Canadian Economy, 1958-1959
The recent recession, as it af¬

fected Canada, hit its low point
in December, 1957. Recovery was
rather slow in coming and the in¬

dex of industrial production re¬
mained virtually unchanged until
August, 1958, when a steady up¬
ward trend became discernible.
The Canadian economy has now
recovered all of the decline in¬
curred during the recession and
is currently operating at a new

peak level. The improvement
from the December, 1957, low lias
amounted to about 10%. It is evi¬

dent therefore that the recovery
has not been as strong in Canada
as in the United States just as our
recession was not as severe. A

levelling off in the rate of im¬
provement is now becoming evi¬
dent but this might be due, at
least in part, to the effects of the
steel and ' other strikes in the

United States and Canada and to
the effects of "tight" money.

II

Capital Expenditures and
Industry Conditions

Now let us turn to an analysis
of capital expenditures. These
are of prime interest to us as In¬
vestment Bankers, or Investment
Dealers as we are known in Can¬
ada, inasmuch as financing devel¬
opment and expansion is our busi¬
ness.

From the end of the.war until
1957, Canadian capital expend¬
itures increased immensely. In
1946, capital expend.itul es
amounted to $1.7 billion—in 1957
thejr totalled $8.7 billion—an in¬
crease of over 400%. The increase
was not only in dollar terms, but
as a per cent of the Gross Na¬
tional Product. In 1946, capital
expenditures represented some

14.2% of the Gross National Prod¬
uct while in 1957, they amounted
to 27.4% (see Exhibit 2). In 1958,
however, capital expenditures de¬
clined by 3.5% from the 1957 high.
It is now anticipated that capital
expenditures in 1959 will be about

Over Half a Cenlurv
of IiivcsliiMwii
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$8.5 billion, or only slightly below project is expected to be about purchase Canadian uranium sup-
the peak 1957 level. It should be $175 million • - - piies after present contracts ex-
remembered, however, that sev- Uranium production has grown pire.
eral works of great magnitude, immensely in the last few years. Canada's iron ore reserve con-
such as the Trans-Canada Pipe In 1955, the value of uranium pro- tinue to be developed rapidly,
Line, the St. Lawrence Seaway dueed in Canada was about $26 especially in the Quebec-Labra-
and defense installations in north- million while in 1958, it totalled dor area. Quebec-Cartier Mining
ern Canada were under construe- almost $275 million making ura- Co., a wholly-owned subsidiary of
tion in 1957 and have now been nium Canada's largest mineral ex- United States Steel Co., has a huge
completed. The fact that capital port. The industry, which largely development program underway,
expenditures did not decline more came into being at the instance of including construction of a rail
in these two years is testimony to the U. S. Government, faces un- line, and expects to be in produc-
the soundness and growth pros- certainty after 1963 as a result of tion by 1961. The Iron Ore Com->
pects of the Canadian economy. the U. S. Government's recent de- pany of Canada group of com-
In speaking of capital expend- cision not to exercise its option to panies, in addition to their present

itures in different industries, con- • ,

sideration must be given to condi- - EXHIBIT 2
tions within these industries. A Capital Expenditures on Construction and on

breakdown of expenditures by in- Machinery and Equipment
dustries is given in Exhibit 3 of 1946-1959
this report. Comments are made • - capital % ©f'Gross
on the more important. Year ' Expenditures ' National Product

Natural Resource Investments 1946 ■ $1,703,000,000 ^.2rsaiurai nesource investments
194? 2,489,000,000 18.1

First, natural resources. Can- 1948 3,175,000,000 20.3
ada's mining industry has had a v 1949 3,502,000,000 21.3 ,

slightly better year in 1959 due 1950 3,815,000,000' A 21.0 .

to improved demand as a result ' iqr>i 4 577 nnn nno 913
of the general economic recovery. • S^'.OOO.OOO 22.1
However, increased world-wide* 1953-1^. 5,841,000,000 23.9
capacities have intensified com- 1954___] 5,620,000,000 23.3
petition for some metals and lim- - . 1955 _ 6,350,000,000 23.7
itcd price improvements i956 8,024,000,000 26.6
The demand for nickel fell ofl 1957__ 8 721 000 000 27 4

severely during the recession but ) 1958lI_IIIIII III Mnioooiooo 25^9
is now rapidly improving. Inter- 1959 (a)____ 8,545,000,000 24.6
national Nickel is pushing its
Moak Lake development to com- <a> Estimated.

pletion and the total cost of this ■ . ■ ' SOURCE: Department of Trade and Commerce.

EXHIBIT I

ECONOMIC INDICATORS FOR CANADA

1958 and 1959

SEASONALLY ADJUSTED

Jan. Feb. Mar. Apr. Kay June July Aug. Sept. Oct. " Nov. Dec,

Gross National Product • ' • .
.

,

$•000,000 1958 $31,708 '$32,288 $32,764 $33,276
1959 $34,044 $34,712

Index of Industrial
. ,

Production 1958 15O.8 151.6 151.3 151.0 154.4 153.3 151.8 150.3' 151.0 152.2 155-1 156.8
1949 - 100 1959 159-5 162.0 .161.2 165.4 164.8 164.6 162.6 163.3

Corp. Profiu Before

Taxes $• 000,001 1958 *$2,312 f 2,272 . f •' • $ 2,456 • V $ 2,860
1959 $ 2,796 " " • $ 2,800 * *

..Value of Mfg. I11-. 1 ■" ' 1 'V ■ r.1
ventories $'000,000 1958 4,097 4,037 4,026 3,993 3,970 3,945 3,931 3,927 3,916 3,890 . 3,880 3,903

1959 3,926 3,956 3,953 3,974 3,976 3,990 4,006 (Prelim.)

Retail Trade t"0CC,000 1958 1,261.9 1,268.7 1,273.9 1,258.8 1,252.9 1,252.3 1,254.1 1,256.3 1,246.4 1,292.8 1,321.5 1,311.3
. A 1959 1,329.9 1,358.3 1,330.0 1,526.1 1,330.4 1,304.3 1,324.1

Freight Car Loadings • < ' , \
•000 1958 330.9 307.5 309.6 317.1 320.0 330.4 309.6 289.7 313.9 314^.6 304.0 327.2

1959 322.4 307.6 317.9 336.3 306.2 341.9 321.3 303.9 V

Value of .BuULding "
Permits S'OGO.OOO 1958 212.4 212.4 187.5 179-6 178.1 183.4 193.1 197.2 197.1 191,7 200.1 226.2

1959 243.5 225.7 207.4 186.5 194.9 183.1

Total Employment '000 1958 6,105 6,151 ■ 6,116 . 6,19^
1959 ' 6,227 .6,223 ' v. , 6,232 . "

Domestic Export Index 1958 158.4 153.2 170.0 153.3 177.5 164.4 154.6 174.8 148:8 167.9 162.1 166.1
1949 - 100 1959 150.8 152.3 166.7 159.9 166.6 190.1 164.4 174.4

Mdse. Import Index 1958 186.3 185.5 191.9 180.1 188.3 188.5 179.5 176.7 186.2 193-6 206.9 196.2
1949-100 1959 201.9 197.0 199.0 203.6 209.2

SOURCES—Dominion Bureau of Statistics and Bank of Canada.
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production facilities . at Knob
Lake, are currently developing
concessions in the Carol Lake area

of Northern Quebec with produc¬
tion also expected to commence in
1961. In the immediate vicinity,
Wabush Iron Company Limited
(owned by a group of prominent
United States and Canadian steel

companies) has a pilot concentrate
plant under construction. Other
potential iron ore developments in
this area are in the planning
stages ,

Oil well drilling has fallen off
sharply in the last two years

(down 11%- from 1957 to 1958),
largely due to the loss of export
markets in the United States. In

1957, capital expenditures on
crude oil exploration totalled $77.3
million as against an estimated
expenditure of $59.7 million1in
1959. In 1958, Canadian crude oil
production averaged 456,000 bar-,
rels daily, down from 497,000 bar¬
rels daily in 1957, although do¬
mestic consumption increased
during this period. The natural
export market for Canadian oil is
in the mid-western and north¬
western regions of the United
States, as the Borden Commission
pointed out, and it stated further
that Canadian oil exports to the

United States should be raised

substantially to off-set the effects,
of large imports into Eastern Can¬
ada. The Commission in its report
set a target for Canadian crude oil-
production of 700,000 barrels daily
by the end of 1960. Failure to
achieve this goal could result in
an extension of the present east-
west pipe line system to Montreal
which would exclude that impor¬
tant area as a market for foreign
oil.

Manufacturing Developments

Among the manufacturing in¬
dustries deserving comment is the
forest products industry. This in¬
dustry accounts for 29% in dollar
value of all Canada's exports, ex¬
porting over $1.4 billion annually,
of which over 80% goes to the.
United States. /If ,the forecasts,
.contained in Canada's "Gordon"

Report are to be realized, substan¬
tial amounts of new capital will
be required by the forest indus¬
tries in future, j -Yv
In recent years, the iron and

steel industry has -been notable
for its\growth and for a sizable
portion of capital expenditures
made by 'industry as a whole.
Canadian steel capacity , has in- ,

creased from 4,657,000 net tons at

EXHIBIT 3

SUMMARY OF CAPITAL EXPENDITURES BY SECTORS

($•000,000)

1950 - 1959

the beginning of 1954 to about 6.3
million net tons in 1959. It has
been estimated that steel capacity
in Canada will be increased by •
a further eight million tons by
1980. If such is the case, it is a
reasonable assumption that ex¬

penditures of about $2 billion on
new plant and equipment will be
necessary for a program of this-
magnitude. Notable among the
presently proposed programs is
that of Sogemines Limited and
Dominion Steel and Coal Corp. to
build a mill near Montreal, the
irst stage of which it is estimated .

will cost in excess of $60 million.

Amazing Utilities' Growth ■ •

. The utilities field has shown an

amazing growth in recent years
and continues to expand to meet
the needs of Canada's growing in¬
dustry. Reserves of undeveloped
water power are .- primarily in
British Columbia, Quebec and'
Labrador. Discussion is now un¬

derway as to whether the Colum¬
bia or the Peace Rivers, or both,'
are to be developed in British Co¬
lumbia. Expenditures of about $1
billion will be involved.. .In On¬

tario, generation of power through
nuclear energy is already pro¬

posed.

The St. Lawrence River power billion of which Canada's share
and Seaway development took was $650 million. Additional ex-
five years to complete and in- penditures should result from the
volved a total expenditure of $1.1 Continued on page 48

■/ - ' : '
1950 1951 1952 19*3 1954 1955 1226 1957 1958 1959(a) Total Jl

Agriculture and fishing 5 473 $ 515 4 555 ■i 546 i 388 i 426 $ 488 $ 481 $ 469 * 519 $ 4,860 7.5

Forestry 34 58 39 34 46 63 •76 43 33 44 470 0.7

Mining, quarrying and
oil wells '• 119 181 211 257 276 .336 542; 585 362 . 329 3,200 4.9

Manufacturing 502 793 973 969 622 947 1,394
. 1,426 1,082 1,101 10,009 15.4

Utilities . 720 900 1,159 1,209 1,124 1,099 1,724 2,313 2,135 1,932 14,315 22.0

Construction 71 66 73 91 97 174 200
'

i61 13'3 131 1,197 i.e

Housing 845 821 826 1,084 1,178 1,499 1,575 1,415 1,781 1,728 12,752 "19.6

Retail and wholesale trade 234 235 197 330 368 329 325 380 345 395 3,138 4.8

Finance, insurance and
. real estate 60 69 51 .78 107 102 124 143

'

179 265 1,178 1.8

Commercial services 103 108
.

96 118 107 130 162 196 169 ' 177 1,366 2.1

Institutional services 208 236 278 . 301 337 408 402 443 490 570 3,673 5.6

Government departments 446 595 827 824 768 1,012 hm hm 1,354 9,037 13.8

*3,815 - $4,577 $5,285 $5,841 $5,620 v6,350 #8,024 $8,721 $8,417 $8,545 $65,195 100.Off,

(a) Mid-year estimate. Source: Department of Trade and Commerce.
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Report of IBA
Canadian Committee

Continued from page 47
construction of docking facilities,
harbors, etc The Seaway will be
of inestimable value to both Can¬
ada and the United States.

The building of the Trans-Can¬
ada pipeline (2,290 miles— the
longest pipeline in the world) cost
$375 million. It has in turn re¬
sulted in further large expend¬
itures on gas distribution facil¬
ities, Canadian natural gas is now
available in Toronto, Montreal
and other areas of Eastern Can¬
ada.

Capital Expenditures by gov¬
ernment departments have in¬
cluded major expenditures on de¬
fense, including construction of
the DEW (DistantEarly Warning)
and Mid-Canada lines in which
the United States Government also

participated. It is hoped that the
close co-operation between Can¬
ada and the United States in the
field of defense can also be
achieved in the economic field/

In closing these observations on

capital expenditures in various
industries and conditions gener¬

ally in these industries, two im¬
portant facts must be stressed.
The first is the large proportion
of Canadian industry owned by
non-residents—especially by
United States investors.. Ameri¬
can investment in the Canadian

economy is continuing at a high
level. This investment, together
with a flight of capital into Can¬
ada during 1959 as a result of our
high short term rates, and heavy
debt financing by governmental

bodies and others in U. S money

markets, are some of the factors
responsible for the Canadian dol¬
lar being at its current high pre¬
mium in spite of a large trade def¬
icit. For a country in Canada's
stage of development, however,
capital from the United States and
other foreign countries is vitally
necessary for if we are to achieve
the long term growth envisaged in
our "Gordon" Report, capital far
beyond our means to provide will
be necessary. The Canadian pub¬
lic would like, however, to see the
financial results of subsidiaries of
United States companies operat¬
ing in Canada. We would also
recommend that Canadian invest¬
ors be given-further opportunities
to participate in the equity of sub¬
sidiaries of United States com¬

panies operating in Canada wher¬
ever possible.

Investments' Success Depends
On Exports

The second important fact is
Canada's dependance on exports.
Some 15% of Canada's Gross Na¬
tional Product is exported (see
Exhibit 4) and about 60% of these
exports go to the United States.
Hence, the success of investment
in Canada depends to a large ex¬
tent on the reception of our ex¬

ports.
One can make an obvious de¬

duction from these facts. Every
year the Canadian Committee has
stressed the need for close co-op¬
eration between the United States
and Canada. We would like to
state the case somewhat differ¬

ently. The United States has very
sizable investments in the Ca¬
nadian economy. If any invest¬
ment is to be worthwhile it must
be profitable and profitability de¬
pends to a large extent on the
ability of Canadian industry to
export its products, particularly
to the United States. Hence, the
future of your investments in
Canada depends to a very real
extent on your own tariff and im¬
port policies

HI

Developments in Government and
Corporate Finance

The fiscal policy of the Govern¬
ment of Canada during the post¬
war period can be summarized as

budgeting for a surplus during a

period of high business activity
and a deficit in a time of reces¬

sion. In the 12 fiscal years com¬

mencing April 1, 1946 and ending
March 31, 1959, the budget showed

nine surpluses and three small
deficits. The National Debt was

decreased by some $2V4 billion or
about 16.6% between 1946 and
1952 and from then until 1957,
remained about constant. How¬

ever, during the 1957-1958 reces¬

sion, this trend of budgetary
surpluses was reversed and the
Government found it necessary to
implement a number of anti¬

recessionary measures, including
marked increases in public works
expenditures, to counteract a

serious unemployment situation.
The effects of this program

showed up clearly in Finance
Minister Fleming's budget address
of April 9, 1959. The estimated
cash deficit for the year ended
March 31, 1959 was $1,263 million
and a $835 million cash deficit
was forecast for the year ending
March 31, 1960. The breakdown
between budgetary and non-

budgetary items was as follows:

Budget deficit (including old age security fund)
Non-budgetary requirement

Years Ended Match 31
(OOOmillion)

$617 $435
646 400

Total cash deficit ___ A$1,263 $835

|////////////////////^
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The estimated budget deficit
for thdyear ended March 31, 1960,
would have been considerably
higher had' not certain tax in¬

creases, estimated ' to bring in ;

increased revenues of about $245
million during the current fiscal
year, been instituted.
Among the tax changes an¬

nounced in the budget of April 9,
1959, were:

(1) The corporation income tax
and old age security were raised
from a combined 47% to 50%.

(2) Personal income tax was

raised in certain brackets.

(3) Excise taxes on liquor and
tobacco were increased.

It should be noted that in in¬

stituting these tax increases, the
Government retained the features
that make the Canadian tax laws

superior to those of many other
countries in terms of fair treat¬
ment and stimulation of capital
investment. Among these features
are:

(1) No capital gains tax.
(2) The 20% dividend tax credit

on domestic corporate shares and
the depletion allowance.
(3) Tax conventions with other

countries on income and inherit¬
ance taxes.

(4) Special inducements to non¬
resident owned investment com¬

panies.
The estimates contained in the

1959-1960 budget were based on
a forecasted increase in the Gross
National Product of about 7% for
the current year. In actual fact,
the economy has done somewhat
better than this. GNP for the first

quarter of the Government's cur¬

rent fiscal year was at a season¬

ally adjusted level of about $34.7
billion, or 7V2% higher than the
same quarter of the previous year.
The Government's position ' in

financing the deficit was greatly
strengthened by the results of the
Conversion Loan program of 1958.
Between July and September,
1958, over $5,806 million, or 90.5%
of the outstanding war-time
Victory Loan Bonds, including
some $2 billion of bonds maturing
in 1959 and 1960, were refunded.
The average maturity of the Gov¬
ernment debt was increased from
6 years and 4 months to 10 years
and 6 months.

In addition to the Government's

deficit, there was the problem of
maturing Government bond is¬
sues. On July 1, 1959, $500 million
of 2V2% bonds matured. These
were refunded in part by an
offering of 1-year treasury bills
and an issue of short-term bonds.
Purchasers of the latter had the
choice of an April 1, 1960, or "a
Dec. 15, 1960, maturity. A further
$550 million of 3% bonds came

due on Oct. 1, 1959. Of these, $225
million were already held by the
Bank of Canada and various Gov¬
ernment accounts. The balance

was refinanced by a $325 million
issue of Government of Canada
bonds and treasury bills. Investors
were offered the choice of a 1-

year bond or a 3-year bond, both
issues carrying a 5V>% coupon
and being convertible into 16-year
bonds, or a 3% one-vear-seven
month bond offered to yield over
6.60%. The 5+>% convertible is¬
sues were a huge success and
went to a premium.
Over the past seven months,

the Government's debt position
has changed in the following
way:
In essence, funded debt has in¬

creased by only $97 million. Dur¬
ing the first six months of the
current fiscal year the Govern¬
ment incurred a budgetary deficit
of over $105 million compared
with a budgetary deficit of over
$82 million during the comparable
period of the previous year. Con¬
sidering that the cash deficit was
probably considerably larger than
the ; reported budgetary deficit,
one might assume that the Gov¬
ernment's cash position" must be
somewhat strained.- v f : +
A key source of funds for the

Federal Government over the past
six months has been the sale of

Treasury bills. In May. the Gov¬
ernment instituted offerings of
182-day treasury bills which had
the effect of considerably increas¬
ing the amount of bills outstand¬
ing. Another source of new funds
was the $150 million issue of 5%

Government of Canada Securities Outstanding

Treasury Bills
Canada Savings Bonds
All other direct & guaranteed
securities-.

As of Nov. 4, As of April i. Change
1 959 1959

(000million)
S2,064 $1,595 +$469
2,639 2,852 — 213

11,951 12,110 — 159

$16,654 $16,557 + $97
SOURCE: Bank of Canada.
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Canadian National Railway bonds virtually without a break from
offered in May, 1959. the middle of 1958 until Septem-
■"
It is hoped that the 1959 Canada ber 1959. During the latter part

Savings Bond campaign, which this period, shorter term Gov-
is now being concluded, will ernment of Canada bonds could
strengthen the Government's im- be purchased to yield about 6%%.
mediate cash position. This year's Since mid-September, bond prices
issue provided an average yield have improved especially in the
of 4.98% if held the full nine short maturities. The general pat-
years to maturity which was the tern of. interest rates is shown
highest yield offered since Canada clearly in Exhibit 5.
Savings Bonds were initiated in Since September, 1958, the Gov-
1946 ernment has been able to place'

, m . only short-term issues because of
Short-Term Financing fae steady decline of the bond

Unavoidable market. Heavy chartered bank
Interest rates on Government selling during 1959 together with

bonds have risen steadily over the the concentration on short maturi-
past year. We witnessed a rise in ties by the Federal Government,
rates with a corresponding decline created a distortion of the normal
in bond prices that continued yield curve with short-term bonds

EXHIBIT 4

The Relation of Exports to Gross National Product
1950-1959

Gross National Total Total Export % of exports
Product Exports (a) as % of G.NdP. going- to U. S.

(000 million)1950 $18,006 $3,118 17.3 64.81951 21,170 3,914 18.5 > 58.71952 . 23,995 4,301 17.9 53.61953 25,020 4,118 16.5 58.71954 24,871 3,881 15.6 59.51955 27,070 4,281 15.8 59.81956 30,182 4,790 15.8 58.91957 —_ 31,773 4,839 15.2 59.41958 32,509 4,831 14.8 58.5

(a) Boes not include export of foreign produce.
SOURCES: Bank of Canada; Canada Year Book

EXHIBIT 5

Government of Canada Securities
Bond Prices and Yields

3% 3% 3V*%
Dec. 15,19G0 Sept., 1961-66 Oct. 1,1979

1958: Price Yield Price Yield Price Yield

April 30——_ 99.60 3.16 96% 3.43 91 3.87
May 28 100.35 2.86 97% 3.35 92% 3.78
June 25 99.35 3.28 94% 3.79 90% 3.89
July 30 100.80 2.65 100.40 2.86 90 3.95
Aug. 27 100.15 2.93 99.90 3.01 88% 4.09
Sept. 24 99.60 3.19 96 3.58 87% 4.15
Oct. 29_ 99.30 3.34 93% 4.01 86 4.27
Nov. 26 97.85 4.10 91% / 4.26 85 4.35

Dec. 31 — 97.10 4.56 91% . 4-27 84% 4.42

1959"

Jan. 28— 97.05 4.65 92% 4.16 84 1/16 4.44
Feb. 25 — 96.575 5.00 91% 4.34 82% 4.54
Mar. 25 96.975 4.85 90% 4.59 80% 4.72

April 29 96.875 5.02 90 4.62 80% 4.75
May 27 96.475 5.40 88% 4.84 79% 4.83
June 30 96.575 5.47 88% 4.88 78% 4.92

July 29 96.525 5.66 88% 4.94 79% 4.89
Aug. 26 96.075 6.19 87% 5.15 76% 5.13
Sept. 30 96.675 5.90 86% 5.41 74% 5.30

SOURCE: Bank of Canada.

yielding considerably more than
long-terms. In light of this, the
success of the Conversion Loan in

lengthening the maturity of the
National Debt stands out. During
and following the Conversion
Loan, however, the Bank of
Canada shifted its portfolio from
short-term to mostly long-term
issues which has brought about a
substantial change in its portfolio
and created a certain degree of
inflexibility.

Non-Tax Exempt Municipal
Financing

Now a word about provincial
and municipal financing. The an¬
nual demand for funds by the
provinces and municipalities has
roughly doubled since 1952. These
borrowings increased most notably
during the last quarter of 1957
and all of 1958 (see Exhibit 7).
In Canada, unlike the United
States, holders of provincial and
municipal bonds are not exempt
from paying income tax on the
interest from these bonds.
To date in 1959, there has been

a marked change in the method
of corporate financing in Canada.
Expansion has been financed to a

large extent by bank borrowing
and retained earnings rather than
through the sale of securities to
the public. New sales of Govern¬
ment, municipal and corporation
bonds to Nov. 9, 1959, are reported
at about $8.8 billion as compared
with $9.2 billion during the
similar period last year. New cor¬

porate bond issues offered for
public subscription during this
period amounted to only $286
million compared to $657 million.
There has been a greater volume
of preferred and common stock
issues, but this has not come close
to making up the difference (see
Exhibit 6). On the other hand,
from January to August of this
year the general loans of chartered
banks increased by some 21%.
(See Exhibit 8).
One result of the low volume

of new corporate bond issues and
the relatively large amount of
Government financing has been
an abnormally narrow spread in
yield between Government and
corporate securities.

Having dealt specifically with
developments in Government,
provincial and corporate finance,
let us turn to the general situa¬
tion. The funds to finance the

capital expenditures covered at ings) from an expansion of credit
length in Section 2, can come and from borrowing abroad. Per-
from various sources; they can sonal and corporate savings have
come from personal and corporate been increasing but have not been
savings (including unexpended sufficient to meet the full demand
depreciation and retained earn- • Continued on page 50

Bank of Canada's Holdings

(Before and After the Conversion Loan of 1958)

Date

August, 1958

September, 1959—

Treasury Bills and Over 2 Years Over 5

Under 2 Years to 5 Years Years Total

f (000million)
$1,420.7 $283.3 $886.1 $2,590.1
54.9% 10.9% 34.2% 100%

$554.4 361.2 1,756.0 2,671.6
20.8% 13.5% 65.7% 100%

SOURCE: Bank of Canada.
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Report of IBA
Canadian Committee

Continued from page 49
for funds. Let us then look at the
other two sources.

Under present circumstances
the financing of capital expendi¬
tures through an expansion of the
money supply is inflationary. It
is greatly to the credit of the
Bank of Canada, and indirectly
the Government, that the money
supply has been successfully con¬
trolled during 1959. During 1958,

a year of recession and the Con¬
version Loan, the money supply
was increased by 11.1% Between
January and November, 1959, the
money supply has decreased
slightly. An increased money sup¬

ply as a source of funds has wisely
been avoided. . "

The remaining source of capital,
borrowing abroad, has, on the
other hand, been used to a very

large extent (see Exhibit 9) and
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most of the borrowing has been
done in the United States. In ad¬

dition, further large sums of
foreign capital have recently
been invested in Canada. The ef¬
fect of this borrowing and capital
inflow is that in spite of a large
deficit on current account, the
Canadian dollar has gone to a

premium of over 5%. This in turn
makes it cheaper for us to import
goods from the United States but
at the same time places our ex¬

port industries at a serious com¬

petitive disadvantage.
To close these remarks on the

Canadian capital markets, let us

try to look into the future. What
is the outlook for interest rates?

Let us begin with the Federal
Government. By April, 1960, when

• the next budget is introduced, the
Government could be in a position
to announce that the budget will
be balanced on a cash basis pro¬

viding no further major spending
programs are instituted and no
tax cuts made. Eliminating the
need for heavy Government fi¬
nancing could remove much of
the pressure on the bond market.
Another factor to be considered

is the necessity to refund matur¬
ing Government issues. To date in
1959, $1,243 million of Govern¬
ment bonds have matured and a

further $300 million will fall due
before the end of the year. At the
beginning of 1959 there was some

$747 million of Government
bonds maturing in 1960 but by
refunding 1959 maturities on a

short-term basis, a further amount
of about $600 million has been
added to the 1960 maturities.

Hence, the pressure from Gov¬
ernment refunding issues may
well be as great next year as it
has been in 1959, but pressure on
the bond market resulting from
heavy sales by chartered banks,
corporations and Government ac¬

counts should be greatly reduced.
With the possible absence of this
heavy selling, the yield curve
should continue to assume a more

normal pattern.
In the other spheres we see a

persistent demand for new money.
The Provinces and municipalities
require additional funds. As the
recovery proceeds, the needs of
industry for funds to finance ex¬

pansion of plant will continue.
The ability of the banks to extend
credit has become strained and

corporations will find it necessary
to seek public financing. This
should tend to widen the spread
in yield between Government and
corporate bonds.

On balance, one cannot see a

rapid lowering of yields although
the pressure on Government
bonds has probably passed its
peak. One can, however, given
certain conditions, look for a re¬

covery of investor confidence in
the bond market.

Conclusion

We in Canada have been faced
with a tight money condition for
over a year and this situation ap¬

pears to be continuing.
Business is expanding and the

demand for funds has increased

sharply from all segments of the
economy. Competition for the
available supply of credit and
capital has been intense and has
been further aggravated by the
necessity for the Federal Govern¬
ment to enter the market to fi¬
nance its cash deficit at a time
when the demand for funds has
been increasing.
As an anti-inflationary measure,

the Bank of Canada has not in¬
creased the money supply for over
a year. Lenders have been hesi¬
tant to invest in other than short-
term obligations partly because
of fear of inflation and partly
because of the sharp fall in bond
prices. Against an increasing de¬
mand for capital and a limited
supply of funds the inevitable
result has been tight money.
While economic expansion in

Canada has been accompanied by
an increase in capital expendi¬
tures, we should note that a con¬

siderable portion of the financing that in Canada the interest rats
in 1959 has been done through the on bank loans is limited by statute
chartered bank instead of the to 6%. This rate ceiling obviously
investment dealers. One reason is creates distortions in the market-

EXHIBIT 6 ':: :
Gross New Issues of Corporate Bonds

Preferred and Common Stocks

Quarterly 1957-1959 .

1957: .

- ■' -

... ..

Bonds Preferred Stocks Common Stocks ;

1st Quarter ________ . 366,000,000 >20,000,000 82,000,000
2nd Quarter 511,000,000 17,000,000 130,000,000 :
3rd Quarter 137,000,000 63,000,000 158,000,000
4th Quarter _________ 190,000,000 30,000,000 56,000,000

1958:' : : " ' " ' <' " Y/" ; rr? ■'FY/
, 1st Quarter _________ 256,000,000 4,000,000 27,000,000 ,

2nd Quarter— 335,000,000 16,000,000 72,000.000
V 3rd Quarter 188,000,000 7,000,000 27,000,000 ;

4th Quarter 166,000,000 17,000,000 142,000,000
*1959: ' *

1st Quarter _________ 92,000,000 ' 20,000,000 117,000,000
2nd Quarter 129,000,000 28,000,000 128,000,000

SOURCE: Bauk of Canada

. ' EXHIBIT; 7 * " v:Y /r'-Y;-/.,;Y.
Provincial and Municipal Financing

. 1957-1959
Gross New Issues

1957:
, • "Y '.v .

• Provincial . Municipal

,Y;Y* 1st Quarter 189,000,000 104,000,000
2nd Quarter 194,000,000 64,000,000
3rd Quarter 108,000,000 110,000,000
4th Quarter 276,000,000 121,000,000

1958:

1st Quarter 170,000,000 79,000,000 , YY
2nd Quarter 214,000,000 167,000,000
3rd Quarter 139,000,000 74,000,000
4th Quarter 185,000,000 196,000,000

1959'

1st Quarter — 228,000,000 99,000,000
2nd Quarter .___ 150,000,000 113,000,000

SOURCE: Bank of Canada
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for funds. Corporate borrowers case to assure success. To fully
have had to pay higher rates in restore confidence, the investing
the open market and consequently public must regain faith in the
many of the larger borrowers of Government's ability to control
funds for capital expenditures the ever-present threat of infla-
have been diverted away from tionary pressures of which an un-
the investment dealers. balanced budget is one. Until such
The question that then comes time as confidence has been fully

to mind is "Are the investment restored and it is felt that the
dealers in a position to raise the bond market has reached its low
funds required?" During the past point, buyers are reluctant to step
year it was apparent that con- into the long-term market which
fidence in debt securities suffered is the most desirable from the

badly. We may now be witnessing point of view of sound financing,
a turn in investor confidence We do not anticipate an early
however, in view of the recent" return to the low interest rates of
successful marketing of large former years. However, the with-,
volumes of Provincial and munic- drawal of the pressure of Govern-
ipal \ securities ' although high ment borrowing would do much
coupons were necessary in each to alleviate matters.

EXHIBIT 8
,

General Loans of the Chartered Banks

Monthly 1957-1959
- Average of Wednesdays

1957 1958 1959
? (000 million)

January 4,073* 4,071 4,200
February 4,064* 4,044 4,216
March —— 4,078 4,040 4,342
April 4,130 4,075 4,499
May 4,172 4,111 4,650
June 4,216 4,146 4,821
July — 4,258 4,190 4,941
August 4,278 • 4,139 5,086
September 4,277 4,108
October 4,296 4,123
November 4,260 4,130
December 4,149 4,142

*Not strictly comparable due to changes in valuation procedure.
SOURCE: Bank of Canada

EXHIBIT 9
. 1

The Canadian Balance of International Payments
Quarterly 1957-1959

Capital Account
Official Holdings

Capital of Gold and
Movements U. S. Dollars

N.O.P. At End of Period

Current Direct

Account Investment Portfolios

1957: Balance in Canada Securities (a)

(000 million)
First Quar. -424 + 98 +246
Second Quar. —546 + 155 +327
Third Quar. —201 + 133 + 142
Fourth Quar. —253 + 128 + 48

1958: .

First Quar. —267 + 97 + 149
Second Quar. —323 + 106 +239
Third Quar. —198 + 105 + 107
Fourth Quar. —297 - +142 + 134

1959:

First Quar. —407 + 85 + 168
Second Quar. -430 + 180 + 126

+ 80
+ 64
— 74

+ 77

+ 21
— 22
— 14

+ 21

+ 154
+ 124

$1,923.6
1.941.8
1.889.9
1.828.3

1,867.7
1.921.4
1.888.2
1.939.1

1.888.3
1.934.2

(a) Net sales ( + ) or purchases (—) by Canadians of Canadian and foreign
securities (trading, new issues and retirements).

SOURCE: Dominion Bureau of Statistics.

Perhaps the most welcome
statement the Government could
make at the present time would
be to firmly state its intention
that the 1960-1961 budget will
show a surplus on a cash basis.
This, more than any other single
factor, is what is required to re¬
store confidence in the Canadian
bond market.

Respectfully submitted>
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company. The offering was quickly
oversubscribed.
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IBA Oil and Natural Gas
Committee Report

Oil and gas investment specialists find the brightest spot in the world
oil, industry outlook is the prospect of increased petroleum consump¬
tion accompanying population and industrialization gains in the free
world. Conceding no earnings' improvement is likely to occur for some
time, the committee states the industry without its earlier glamour is
still a basic industry possessing grov/th characteristics making it
feasible to select certain individual companies which offer dynamic
investment possibilities. The bankers blame intense competition, poor

inventory and persistent oversupply for the industry's ills. -

Investors are likely to consider
oil equities less from the stand¬
point of growth prospects and
more as i n-
come or cycli-
eal trading
media. The
reasons for
this statement

are contained
in the Oil and
Natural Gas
Securities
Committee re¬

port presented
by its Chair¬
man, Edmond
N. Morse, of
Smith, Barney
& Co., New
York City, to
the Investment Bankers Associa¬
tion at their Annual Meeting.

Below is a condensation of the
Report, also verbatim extracts:

This year the Oil and Natural
Gas Securities Committee of the

Investment Bankers Association
includes in its report various top¬

Edmond N. Morse

ics discussed last year in order to
bring up to date the facts and con¬
clusions of your Committee. We
have also included several new

subjects to stimulate thinking.
Your Committee is especially

concerned with the declining in¬
vestment interest in oil securities.
The reason for this development
is the inability of earnings to im¬
prove significantly even with the
stimulus of the 1958-1959 indus¬

trial recovery. The problem of the
oil industry, whether domestic or

foreign, can be summarized in one
word: oversupply, as revealed by
price instability and weakness re¬

sulting, consequently, in unsatis¬
factory profit margins. Most of
our report tells why this has oc¬

curred.

Institutional investors fyave been
substantial sellers of oil securities
this year. To date, there is no

tangible evidence that this trend
has abated, a factor reflected in
the unfavorable price movement
of oil securities. Standard & Poor's
425 Industrials appreciated 51%
from the 1958 low to the 1959

Established 1896

Pi:\i.wro\. Colkkt & to.
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high while the oil index rose

only 30% .

If it is assumed that stock prices
are largely a function of earnings
and dividends, there is good rea¬
son for the poor performance of
the oil group. To cite some fig¬
ures, the oil industry showed a

25% decline in earnings in the
1957-1958 recession compared with
only a 16%; decline for a com¬
posite of other industrial groups.
For the first half of 1959 a broad
list of petroleum companies re¬

ported -an increase in earnings
over the first half of 1958 of 24%.
This is a respectable gain, but
compares poorly with the 81% in¬
crease in earnings recorded by a

composite of othe r industrial
groups. It is evident that in the
past two years -the oil industry
suffered not only a^ relatively
larger earnings decline, but also
a smaller subsequent earnings im¬
provement than general industry.

. The gain in petroleum con¬

sumption this year has not been
outstanding. However, it has been
good enough to permit much bet¬
ter earnings than have material¬
ized. Had oil company manage-,
ments not fought for the "incre¬
mental barrel" in refining and
marketing, the. price level could
have been higher with a corre-:

sponding favorable * effect upon'

earnings.
Part of the answer lies in the

nature of the industry: no one

company is a large enough factor
in the industry to maintain price
leadership. Therefore, the indus¬
try is susceptible to intense price
competition most of the time. For

example, the four largest oil re¬
finers account for 31%; of domestic

refining activity; while in steel,
the four largest companies ac¬
count for 57% of ingot production;
in-automobiles, the three largest
account for 94% of the industry,
and in tires, the four largest rep¬
resent 74%; of the industry. How¬
ever, absence of price leadership

Retail Distributors Underwriters

Trading Markets

Pennsylvania and General Market

Municipal Bonds

High Grade Corporate Bonds and Stocks

SCHMIDT, ROBERTS & PARKE
Members Philadelphia-Baltimore Stock Exchange

123 South Broad Street, Philadelphia (9), Pa.
Af, Y. Phones
REctor ,2-1695
HAnover 2-4556

Teletype
PH 538

Phila. Phone
KIngsley 5-0650

i. Hn Jni

Specialists in

Tax Exempt
Bonds

» NATIONAL
STATE BANK
: NEWARK, N. .1.

ESTABLISHED 1812

Member Federal Deposit
Insurance Corporal ion

has been characteristic of the oil

industry for many years and is
not a new factor.

The rest of the answer was well
summed up recently by Jake
Hamon, an independent producer,
in a speech before the Texas Mid-
Continent Oil & Gas Association.
He stated, "I am going to try to
get over some kind of a message
on the present sad state of our

industry, which is caused solely
by dumbness. I am going to talk
on our inventory mismanagement,
because I believe that it is so seri¬
ous that it is liquidating the do¬
mestic producer and the domestic
producing industry."
Later, he added,'^Tn gasoline

stocks our record hag been simply
terrible and verges on the unbe¬
lievable. We started out 10 years
ago with too much gasoline on

hand, and we have continued to
put more and more of it in storage
until now, at the end of our high
consuming season, we have U83
million barrels on hand. >

Hamon noted that during the
past decade gasoline consumption
rose by 58%c but stocks jumped
125%; kerosine demand increased
7% but stocks went up 11%;
distillate demand was boosted
8*7% but stocks increased 103%.
He placed the blame upon the

30 largest companies, which are
those companies whose equities are
most widely owned by investors.
There is little your committee can

add to Mr. Hamon's succinct
statements except that continued
lack of inventory control will fur¬
ther reduce the attraction of oil
securities and, consequently, make
future oil industry financing more
difficult and costly. We believe it
is the responsibility of investment
bankers in their contacts with oil

company managements to press
the fact that the investor also is
greatly concerned with lack of in¬
ventory control and the industry's
generally poor earnings trend.

Summary of Current Trends in
The World Oil Industry

Continued growth in petroleum
consumption throughout the free
world is anticipated, but new-
sources of supply, increased com¬

petition . from natural gas, and
various other factors will .. prob¬
ably maintain a weak price struc¬
ture for petroleum. The need for
assured market outlets for pe¬
troleum. The need for assured
market outlets as well as a severe

cost-price squeeze have provided
the impetus for merger of a num¬
ber of independent crude pro¬

ducers with larger integrated oil
companies. From an investment
standpoint much of the glamour
of the early postwar period has
been lost as a result of an unsat¬
isfactory earnings record in recent
years and the prospect of no near
term improvement. As a result,
investors in the future will in¬
creasingly regard most oil equities
more as income providers or
cyclical trading media than vehi¬
cles for long term growth.

"

_ ' * * *

TJhe world oil industry today is
face&^wffh sizable surplus crude
producing capacity. In fact, as a
result of massive discoveries in
the Middle East, North Africa, and
other foreign'areas in recent years,
the ratio of known oil reserves to
demand in the free world is the
highest in recent history. At a re¬
cent date, free world ©il reserves
were estimated at 229 billion bar¬
rels, or approximately 40 times -

1958 crude production of 5.7 bil¬
lion barrels. New sources of sup¬
ply. such as Algeria and Libya in
North Africa. Argentina, Alaska,
etc., are likely to increase the
future world-wide crude produc¬
ing capacity even more. Thus, it
would appear that unless there is
a serious interruption in the inter¬
national flow of oil, the present
condition of oversupply of crude
oil is likely to continue for sev¬
eral years.

The world-wide oversupply of
oil, as a consequence, is exerting
growing pressure on crude oil
and refined product prices. Earlier
this year a series of crude price
reductions occurred in Venezuela
and the Middle East in recognition,
of a widespread practice of selling
crude oil at discounts from posted
prices, It will be recalled that dur¬
ing the Suez emergency Venezue¬
lan crude prices generally were
advanced 25c a barrel and those
in the Middle East 15C a barrel,
following price advances in the
United States. A steady deteriora¬
tion in refined product prices
began after the Canal was re¬

opened and normal channels of
petroleum trade re-established. As
a result. Venezuelan crude prices
were reduced 15c a barrel in

February, followed by a reduction
of 18C a barrel in the Middle East.
The net result of these cuts was

a price differential of approxi¬
mately 13c a barrel in favor of
comparable Persian Gulf crude

compared with pre-Suez price
levels. The prevailing low level •

of tanker rates tended to aggra¬
vate further the competitive dis-
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advantage of Venezuelan crudes.
Institution of mandatory restric--
tions on oil imports by the United
States Government last March-
reduced demand;for foreign crudes..
In early April the major produc¬
ing companies in Venezuela again,
reduced prices—this time by 100
a barrel for the bulk of general
purpose crudes. This action tend¬
ed to bring Venezuelan crude

prices more into line with those
in the Middle East. It now seems

reasonable to look forward to a

period of relative stability in,
world crude prices, although the
competitive atmosphere for mar-,

keting crude oil and refined prod¬
ucts throughout the foreign free
world will remain intensive for

an indefinite period.
. Domestic crude prices are rea¬

sonably well insulated from the
pressures exerted on foreign crude

prices as a result of the manda¬

tory import control program. Pe¬
riodic squeezes on. domestic re¬
finers' margins can be expected to
exert pressure on the domestic
crude prices from time to time.
However, in view of the surplus
crude producing capacity current¬
ly existing in the United States
and the import umbrella which
can be raised or lowered over the
domestic crude producer by the
United States Government, .. it
seems highly unlikely that we
shall witness much, if any, rise in .

domestic crude prices over the
next few years. At best, any rise'
will do well to cover rising dis¬
covery and development costs. *' '
The international flow of oil

may be influenced in the future
by several major oil provinces
currently being developed. The
most promising of these are in Al¬

geria and Libya. Full-scale explo¬
ration in the Sahara region is only
about four years old. In Algeria,
the largest discovery to date has
been made at Hassi Messaouda by
SN Repal, jointly owned by the
Algerian and French Govern¬
ments, and by the CFPA (Gie.
Francaise des Petroles en Algerie).
This field is believed to cover

more than 620 square miles with
estimated reserves' of 5 billion
barrels of recoverable oil. A new

24-inch pipeline to the Mediter¬
ranean can now move 80,000 bar¬
rels a day, 190,000 barrels a day
by mid-1960 and 280,000 barrels a

day by 1962. In the Hassi R'Mel
gas field northwest of Hassi Mes-
saoud,'reserves of some 17 trillion
cubic feet have been found. Else¬
where in Algeria, other French
Government-controlled companies
are engaged in exploratory activ¬

ity in partnership "with the Royal
Dutch-Shell Group and Jersey
Standard, j . .. v ^ "
In Lib^a, there has been a

recent succession of widely-dis¬
persed oil discoveries. The most
significant discoveries to date
have been made by an affiliate of
Standard Oil Company (New Jer¬
sey). The best well flowed at the
rate of 17,500 barrels daily of 37
degree gravity oil. In mid-August;
Esso announced another discovery .

4 V2 miles southwest from the first
yielding an approximate rate of
15,000 b/d of 39 degree gravity
oil.1 These two wells are the lar¬
gest discoveries made to date in-
Africa and compare with the big¬

gest wells in the .Middle East. Most
of the oil companies exploring in
Libya are"American firms, includ¬
ing affiliates of Gulf Oil, Socony
Mobil Oil, Standard Oil of Califor¬
nia, Standard Oil (New Jersey),
Texaco, Standard Oil (Indiana),
Amerada, Continental Oil," Ohio
Oil, Texas Gulf Producing and W.
R. Grace. European interests in¬
clude British Petroleum, Cie.
Francaise des Petroles, the Royal
Dutch-Shell Group and Deutsche
Erdoel.1
The oil and gas reserves of Al¬

geria and Libya will have a sig¬
nificant impact on the internation¬
al flow of oil, particularly from

Continued on page 74
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Report of IBA Municipal
Securities Committee

Continued from page 25
thorize an increase of $50,000,000
(from $48,000,000 to $98,000,000)
in the funds for advances to

public agencies under the Housing
Act of 1954 for planning a reserve
of public works.
A representative of the IBA

testified in opposition to this bill
at hearings before a Subcommittee
of the House Committee on Bank¬

ing and Currency on April 24.
This bill has not been reported by
the Committee.
A similar bill, S. 1955, in the

Senate would authorize Federal
loans to state and municipalities
in an aggregate amount not to
exceed $1,000,000,000 to finance
the construction of any public

facilities. No hearings have been
held on this bill by the Senate
Committee, and no action has
been taken on it.

(b) Federal Aid for Classroom
Construction.

Hearings were held in both the
House and the Senate on bills to

provide Federal aid for classroom
construction in public elementary
and secondary schools. Some of
the bills before the committees
would have authorized Federal

grants on a 50-50 matching basis,
some bills would have authorized
Federal loans, some bills would
have provided for Federal contri¬
bution in a guaranty fund to meet
debt service requirements on
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school construction obligations
and some bills would have pro¬
vided grants, loans, and guaranty
assistance.

The House Committee on Edu¬

cation and Labor reported favor¬
ably a bill that would have au¬
thorized Federal grants of $25
per student for each of the next
four years, to be used for con¬
struction of classrooms or to im¬

prove pay of teachers. It was es¬

timated that this would cost

$1,100,000,000 annually. This bill
is still pending before the House
Rules Committee.

S. 8, to authorize Federal grants
of $500,000,000 in each of the next
two years with a requirement for
matching state funds for assist¬
ance in the construction of ele¬

mentary and secondary school fa¬
cilities, was reported favorably as
amended by the Senate Committee
on Labor and Public Welfare.
Statements opposing Federal aid

foil classroom construction were

submitted on behalf of the IBA to

both committees.

(c) Life Insurance Company In¬
come Tax Aet of 1959.

A summary of the Life Insur¬
ance Company Income Tax Act of
1959 is in Appendix B.
This act requires a life insur¬

ance company to pro-rate tax-
exempt interest received by it be¬
tween the "policyholders' share"
and the "company's share" of in¬
vestment income. There was much

controversy as to whether this
requirement would in effect im¬
pose a tax on a portion of tSx-
exempt interest. Therefore, pro¬
visions were added that, if it is
established in any case that the
act should result in the imposition
of tax on tax-exempt interest re¬
ceived by an insurance company,
an adjustment shall be made to
the extent necessary to prevent
such imposition of tax. These
provisions would prevent the
imposition of tax on tax-
exempt interest; but there is still
controversy as to whether the
pro-rating of tax-exempt interest
between the "policyholders' share"
and the "company's share" of in¬
vestment income actually im¬
poses any tax on any portion of
the tax-exempt interest.

(d) Pass-Through of Tax Exemp¬
tion

Two types of proposals have
been before Congress in recent
years to authorize certain corpora¬
tions or investment companies to
pass through tax-exempt interest
in exempt-interest dividends to
shareholders. In 1958 the Senate
inserted in Section 42 of the
Technical Amendments Tax Act

of 1958 a provision to authorize a

regulated investment company to
pass tax-exempt interest through
to shareholders in exempt-interest
dividends if at least 90% of the
value of its total assets is repre¬
sented by cash items and obliga¬
tions the interest on which is tax-

exempt (and if certain other
conditions are met). This section
was eliminated by the Conference
Committee and was not adopted.
Bills before Congress this year

(H. R. 2340 and H. R. 2341) would
permit a corporation (other than
a bank or insurance company) to

pass tax-exempt interest through
to its shareholders in exempt-in¬
terest dividends if (1) at least
90% of its gross income is de¬
rived from dividends, interest, and
gains from the sale or other dispo¬
sition of stock or other securities
and (2) less than 30% of its gross
income is derived from the sale
or other disposition of stock or
other securities held for less than
three months. No action was

taken on these bills.

(e) Denial of Tax Exemption on

Housing Bonds

Three bills introduced this year
(H. R. 5096, H. R. 5164 and H. R.
5174—would deny tax exemption
to interest on bonds issued in the
future by public housing agencies
and secured under a loan contract
or by an annual contributions
contract under the U. S. Housing
Act. These bills were referred to
the House Committee on Ways
and Means, which took no action
on' them, but this subject is in¬
cluded on the agenda for the
panel discussions by that Com¬
mittee on public tax reform. This
proposal was offered as an amend¬
ment to the proposed Housing Act
of 1959 when it was debated in
the House, but it was defeated by
a substantial majority. /

VI

Financial Information on Invest¬

ment Securities Held by Banks

Concern has been expressed
over numerous requests by banks,
on the advice of bank examiners,
for current financial information
on municipal securities which
they hold for investment. These
requests are based primarily on
a section in an Investment Secu¬

rities Regulation of the Comp¬
troller of the Currency effective
Aug. 16, 1957, which reads as fol¬
lows:

"All investment securities shall
be supported by adequate infor¬
mation in the files of the bank as

to their investment quality."
A copy of the complete regula¬

tion effective Aug. 16, 1957 is at¬
tached as Appendix C.
The difficulty in obtaining such

information from some issuers is
recognized. .-However, the. diffi¬
culty in obtaining such financial
information emphasizes the neces¬
sity for demanding that issuers of
municipal bonds make available
current financial information to
maintain their credit position and
to assure a favorable market re¬

ception and interest rate on any
subsequent financing.
The Municipal Securities Com¬

mittee of the IBA has repeatedly
stressed the need for issuers of
municipal bonds to make current
financial information available
and (1) has recommended use of
a financial report form for general
obligation bonds and for revenue
bonds and (2) has recommended
that municipal bond attorneys in¬
clude in the trus]t agreement or
resolution for revenue bonds a

covenant that the issuer will file
certain pertinent information at
least annually with the principal
underwriter and the principal fi¬
nancial reporting agencies.

VH

Municipal Industrial Bonds

This Committee has repeatedly
stated its concern with the abuse

of municipal credit to finance fa¬
cilities exclusively or primarily
for private industrial companies.
Resolutions expressing concern
over such financing were adopted
by the IBA in 1951, by the Mu¬
nicipal Law Section of the Amer¬
ican Bar Association 111 1952 and

by the Municipal Finance Officers
Association in 1953. The IBA res¬

olution was reaffirmed and clar¬
ified at the Spring Meeting of the
IBA this year, and copies of the
original resolution and the af¬
firming and Clarifying resolution
are in Appendix D.
One reason for the concern

about such financing is illustrated
very clearly in a statement pre¬
sented at the panel discussion be¬
fore the House Ways and Means
Committee on Nov. 24, which
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urged the Committee to remove
the tax. exemption from any mu¬

nicipal bond issued to finance in¬
dustrial plant construction.

VIII

Judicial Decisions and State
Legislation

Appendix E contains a sum¬

mary of a few of the principal
judicial decisions during 1959 af¬
fecting municipal financing. Ap¬
pendix F contains a summary of
some of the principal state legis¬
lative developments in 1959 af¬

fecting municipal securities.

IX

Activities of Subcommittees

Separate reports will be sub¬
mitted by several subcommittees,
as follows:

(a) Liaison Subcommittee: Wal¬
ter W. Craigie (F. W.- Craigie &
Co., Richmond) Chairman.

(b) Metropolitan Area Sub¬
committee: Alan K. Browne (Bank
of America, N. T. & S. A., San
Francisco) Chairman.
(c) Proxy System Subcommit¬

tee: John W. de Milhau (The
Chase Manhattan Bank, New
York) Chairman.-
(d) Liaison With American

Bridge, Tunnel and Turnpike As¬
sociation, Inc.: William F. Morgan
(Blyth & Co., Inc., New York)
Chairman.

Respectfully submitted,
MUNICIPAL SECURITIES
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ering as a separate document a

certified copy of photo-offset copy
of the legal opinion involves con¬

siderable work, expense and in¬
convenience in obtaining and
storing such copies;

Whereas, the printing of a copy
of the complete final legal opin¬
ion, with the name of the attor¬
ney, on the back of a state or mu¬

nicipal bond would disclose to
purchasers of such bonds all in¬
formation in the legal opinion and
would materially reduce the work,
expense and inconvenience of ob¬

taining and storing additional
copies of legal opinions;

Now, Therefore, Be it Resolved:
(1) That whenever possible and

practical, a copy of the complete
final legal opinion, with the name
of the attorney, should be legibly
printed on the back of municipal
bonds and the copy should be cer¬

tified, including a statement to the
effect that the legal opinion was
dated as of the date of delivery
and payment of the bonds, by in¬
cluding with the copy of the legal
opinion on the back of the bond a

certification signed (with a fac¬
simile or manual signature) by
the paying agent or an official of

Continued on page 56
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APPENDIX A

Resolution Regarding Printing
Copies of Legal Opinions on State
and Municipal Bonds: Adopted
Nov. 30, 1958 by the Municipal
Securities Committee and Ap¬
proved Dec. 4, 1958 by the Board
of Governors Investment Bankers
Association of America

Whereas, it is proper and com¬

monly accepted practice in the in¬
itial sale of state and municipal
bonds by the issuing body to de¬
liver to the initial purchasers, at
the time of delivery of and pay¬
ment for such bonds, a manually
executed copy or copies of a final,
unqualified legal opinion of a

recognized bond attorney whose
opinions are widely and generally
accepted by purchasers of such
bonds;
Whereas, in subsequent transac¬

tions in such bonds it is desirable
to deliver to each purchaser a

copy of the legal opinion to assure
that the information in such opin¬
ion is disclosed to each purchaser;
Whereas, the present practice in

subsequent transactions of deliv-
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the issuer to the effect that the
copy is a true and correct copy of
the original opinion.
(2) That in the initial sale of

state and municipal bonds by the
issuing body there should c°.n~
tinue to be delivered to the initial
purchasers at the time of initial
delivery a manually executed
copy or copies of a final unqual¬
ified legal opinion.
: (3) That in subsequent transac¬
tions in such bonds good delivery
may be made with either (a) a
copy of the complete final legal
opinion, with the name of the at¬
torney, printed legibly on the back
of the bonds, unless the purchaser
of such bonds specifically requests
a certified or photo-offset copy of
such legal opinion or (b) a certi¬
fied or photo-offset copy of the
legal opinion.

APPENDIX B

Summary of Life Insurance
Company Income Tax Act of 1959
This Act imposes a tax at the

regular corporate rate (30% on
the first $25,000 and 52% on all
above $25,000) on taxable income
of a life insurance company, which
is composed of three parts:

(1) Taxable investment income
(discussed further below).
(2) 50% of the amount by

which gain from operations ex¬
ceeds taxable investment income.

(3) Any part of the remaining
untaxed 50% of gains from oper¬
ations when distributed to share¬

holders, or when the company
elects to be taxed thereon, or
when the accumulated amount ex¬
ceeds certain limitation.
The Act also imposes separately

a flat 25% tax on net long-term
capital gains (in excess of net
short-term capital losses). Under
prior law capital gains of insur¬
ance companies were not taxed.
All items of investment income

are divided into the "policyhold¬
ers' share" and the "company's
share." The "policyholders' share"
represents the part of the invest¬
ment income which will be re¬

quired to meet future claims of
policyholders and... beneficiaries.
The policyholders' share of each
item of investment income is ex¬

empt from tax. The company's
share of tax-exempt income is
also exempt from tax.
For example, where a life in¬

surance company has $100,000 in¬
vestment income, the policyhold¬
ers' share is 70%, and all other
deductions are ignored: ,(a) If
there were no tax-exempt inter¬
est income, $70,000 would be de¬
ducted as the policyholders' share
and the remaining $30,000 would
be subject to the corporate tax
rate, (b) If $10,000 of investment
income were tax-exempt interest,
70% of the $90,000 of other in¬
vestment income ($63,000) and
70% of the $10,000 tax-exempt
interest ($7,000) would constitute
the policyholders' share and
would be excluded from taxable
income, and the other 30% of the
$10,000 tax-exempt income ($3,-
000) in the company's share would
also be excluded from taxable in¬
come, leaving $27,000 subject to
the corporate tax rate.
• There was much controversy as
to whether this treatment would
impose tax on a portion of tax-
exempt interest by pro-rating
tax-exempt interest between the
"policyholders' share" and the
"company's share" of income.
Therefore, provisions were added
that, if it is established in any
case that the Act would result in
the imposition of tax on tax-ex¬
empt interest, an adjustment shall
be made to the extent necessary to
prevent such imposition of tax.
There is now controversy as to
whether the pro-rating of tax-
exempt interest between the
"policyholders" share" and the
"company share" actually imposes

any tax on any portion of the tax-
exempt interest.

APPENDIX C

Investment Securities Regulation

Section 1—Scope and Application.

(a) This regulation is issued by
the Comptroller of the Currency
under authority of paragraph
Seventh of Section 5136 of the Re¬
vised Statutes, as amended (12
U. -S. C; 24);

(b) This regulation applies to
the purchase for its own account
of investment securities by a na¬
tional bank or a State member
bank of the Federal Reserve Sys¬
tem.

Section 2—Definition of the Term

"Investment Securities."

(a) An obligation of indebted¬
ness which may be purchased for
its own account by a national
bank or State member bank of the
Federal Reserve System in order
to constitute an "investment se¬

curity" within the meaning of
paragraph Seventh of Section 5136
of the Revised Statutes, must be
a marketable obligation, i.e., it
must be salable under ordinary
circumstances with reasonable

promptness at a fair value; and
except as provided in (b) and (c)
below, there must be present one
or both of the following charac¬
teristics:

(1) A public distribution of the
securities must have been pro¬
vided for or made in a manner to

protect or insure the marketabil¬

ity of the issue; or,

(2) Other existing securities of
the obligor must have such a pub¬
lic distribution as to protect or

insure the marketability of the
issue under consideration.

(b) In the case of investment
securities for which a public dis¬
tribution as set forth in (1) or (2)
above cannot be so provided, or
so made, and which are issued by
established commercial or indus¬
trial businesses or enterprises,
that can demonstrate the ability
to service such securities, the debt
evidenced thereby must mature
not later than ten years after the
date of issuance of the security
and must be of such sound value,
or so secured ^as reasonably to
assure its payiplfirt\and such se¬
curities must, by their terms, pro¬
vide for the amortization of the
debt evidenced thereby so that at
least 75% of the principal will be
extinguished by the maturity date
by substantial periodic payments:
Provided, that no amortization
need be required for the period
of the first year after the date of
issuance of such securities.

(c) Special revenue obligation
of States or local governments or
of duly constituted public Author¬
ities thereof which possess a high
degree of credit soundness, so as
to assure sale under ordinary cir¬
cumstances with reasonable

promptness at a fair value, but
which do not meet the distribu¬
tion standards of (a) (1) or (a)
(2) above, may be considered to
constitute "investment securities."

(d) Where the security is is¬
sued under a trust agreement, the
agreement must provide for a

trustee independent of the obligor,
and such trustee must be a bank
or trust company.

(e) All purchases of investment
securities by national and State
member banks for their own ac¬

count must be securities "in the
form of bonds, notes, and/or de¬
bentures, commonly known as in¬
vestment securities"; and every
transaction which is in fact such
a purchase must, regardless of its
form, comply with this regulation.

Section 3 — Limitations and Re¬

strictions on Purchase of In¬

vestment Securities for Bank's

Own Account.

(a) Although the bank is per¬
mitted to purchase "investment
securities" for its own account for

purposes of investment under the
provisions of R.S. 5136 and this
regulation, the bank is not per¬
mitted otherwise to participate as
a principal in the marketing of se¬
curities.

(b) The statutory limitation on
the amount of the "investment se¬
curities" of any one obligor or
maker which may be held by the
bank is to be determined on the
basis of the par or face value of
the securities, and not on their
market value.

(c) The purchase of "investment
securities"- in which the invest¬
ment characteristics are distinctly
or predominantly speculative, or
the purchase of securities which
are in default, whether as to prin¬
cipal of interest, is prohibited.

(d) Purchase of an investment
security at a price exceeding par
or face value is prohibited, unless
the bank shall:

(1) Provide for the regular
amortization of the premium
paid so that the premium shall
be entirely extinguished at or
before the maturity of the se¬
curity (including premium)
shall at no intervening date
be carried at an amount in ex¬

cess of that at which the

obligor may legally redeem
such security, unless the
amortization which would be

necessary to meet the latter
requirement would not be al¬
lowable as a deduction from

gross income under applicable
Federal Internal Revenue

laws and regulations issued

thereunder, in which case the
rate of amortization shall be

sufficient to extinguish the

premium by maturity; or

(2) Set up a reserve account to
amortize the premium, said
account to be credited period¬
ically with an amount not less
than the amount required for
amortization under (1) above.

(e) Purchase of securities con¬
vertible into stock at the option of
the issuer is prohibited.
(f) Purchase of securities con¬

vertible into stock at the option of
the holder or with stock purchase
warrants attached is prohibited if
the price paid for such security is
in excess of the investment value
of the security itself, considered
independently of the stock pur¬
chase warrants or conversion fea¬
ture. If it is apparent that the
price paid for an otherwise elig¬
ible security reflects the invest¬
ment value of the security and
does not include any speculative
value based upon the presence of
a stock purchase warrant or con¬

version option, the purchase of
such security is not prohibited. If
the price paid for a convertible
security provides a yield reason¬

ably similar to that of non-con¬
vertible securities of similar qual¬

ity and maturity, a speculative
value will not be deemed to exist.

(g) All investment securities
shall be supported by adequate
information in the files of the

bank as to their investment qual¬

ity. '• '

Section 4 — Exception to Limita¬
tions and Restrictions.

The restrictions and limitations

of this regulation do not apply to
securities acquired through fore¬
closure on collateral, or acquired
in good faith by way of compro¬
mise of a doubtful claim or to

avert an apprehended loss in con¬

nection with a debt previously
contracted, or to real estate se¬

curities acquired pursuant to Sec-
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tion 24 of the Federal Reserve

Act, as amended. ;*

Section 5—Effective Date.

This regulation is effective Aug.
16, 1957.

RAY M. GIDNEY

Comptroller of the Currency

APPENDIX D

A Resolution Regarding Mu¬
nicipal Credit and Industrial
Properties adopted by the Invest¬
ment Bankers Association of
America, Hollywood, Florida, Nov.
29,1951. ' 1
.Whereas, the legislatures in

some of the states have recently
enacted laws authorizing munici¬
palities to construct or acquire
manufacturing or industrial plants
for-the express purpose of leasing
such plants to private corporations
or individuals and to finance such
construction or acquisition by the
issuance of revenue or general ob¬
ligation bonds of such municipali¬
ties payable solely or primarily
from the rentals of such plants;
and

Whereas, similar practices in the
past have had injurious effects
upon public credit; and
Whereas, if this practice is un¬

checked it may react to the detri¬
ment of our present system of free
economy and further may ulti¬
mately endanger the valuable po¬
sition of state sovereignty as a
part of our constitutional dual
system of government; now there¬
fore

Be It Resolved, that the Invest¬
ment Bankers Association of
America in convention assembled
recommends to its members and
to dealers generally:

First, that each take it upon
himself to become thoroughly
informed on this whole devel¬

opment and exercise extreme
caution in underwriting or mar¬

keting such bonds; aqd
Second, that each use his best

efforts to inform voters, state
legislators, prospective issuing
units of local government, and
other interested parties of the
past experience and inherent
dangers of public financing of
this character.

Resolutiort Adopted by the
Board of Governors of the Invest¬
ment B a nke r s Association of
America in Mau. 1959 Clarifying
and Reaffirming the Resolution
Regarding Municipal Credit and
Industrial Properties Adopted by
the Investment Bankers Associa¬
tion of America in November,
1951.

Whereas, the investment Bank¬
ers Association of America in

November, 1951 adopted a resolu¬
tion regarding the use of munici¬
pal credit for the construction or

acquisition of manufacturing or
industrial facilities for lease to

private corporations; and
Whereas, questions have arisen

as to (1) the applicability of that
resolution and (2) whether that
resolution reflects the current at¬
titude of the Association;
Now, Therefore, Be It Resolved,

by the Board of Governors of the
Investment Bankers Association
of America, that:
(1) It is the intent to include

within the scope of the resolution
the issuance of bonds by munici¬
palities to finance the construction
or acquisition of land, buildings,
facilities, equipment, or any com¬
bination thereof, to be leased to

private interests for manufactur¬
ing, assembling, fabricating or
processing articles, unless such
manufacturing, assembling, fabri¬
cating or processing is merely an
appurtenance toy or incidental to
the development or operation of,
a public facility open to use by
the public; and

(2) That the original resolution,
as so clarified, is hereby reaf¬
firmed and approved.

APPENDIX E

Court. Decisions—1959

This Appendix contains sum¬

maries of some recent court deci¬
sions which are believed to be of

interest to persons engaging in the
municipal securities business.

CALIFORNIA

A proceeding had been taken
under the Parking District Law of
1951 for the formation of a park¬
ing district within the City of
Palm Springs and for the issuance
of bonds to finance the cost of

acquiring and improving parking
lots. The City Council adopted an
ordinance providing that there
would be pledged to the payment
of such bonds (a) the net rev¬
enues from the parking facilities
acquired, (b) the net revenues
from parking meters on streets
within the district and (c) future
revenues from the city's sale and
use taxes. The California Consti¬

tution provides in Section:'18 of
Article XI that no city shall incur
any indebtedness exceeding in
any year the income and revenues
of that year without the assent
of two-thirds of the voters of the

city voting at an election called
for that purpose. The city con¬
tended that it was not necessary to
hold an election for the bonds,
contending that Section 18 of the
Constitution applied only to debts
payable from ad valorem property
taxes and that the sales and use

tax revenues constituted a special
fund within the meaning of the
"special fund doctrine" so that no
obligation of the city was created
within the meaning of the con¬
stitutional limitation.
In City of Palm Springs v. Ring-

Wald, 52 A. C. 639 (1959), the Su¬
preme Court of California held
that the ordinance was invalid.
The Court concluded that in order
to apply the special fund doctrine
the city could not be required to
pay the obligations from its gen¬
eral funds, and that the sales and
use taxes which the city proposed
to pledge as security for the bonds
were excise taxes that were not
related to the parking district and
came within the meaning of the
term "general funds."
The city relied on a decision by

the Supreme Court in a previous
case, City of Walnut Creek v. Sil¬

veira, 47 C 2d 804 (1957), in which
the Court had upheld bonds pay¬
able solely from a municipal sales
tax. The city contended that the
Silveira case overruled all of the

prior California decisions which
restricted the special fund doc¬
trine insofar as the source of the
revenue supplying the special
fund was concerned. However, the
Court in the Ringwald case con¬
cluded that the Silveira case was

not applicable and distinguished
it on the ground that the proposed
bonds involved in that case had
been approved by a two-thirds
vote of the electors, thereby satis¬
fying the requirement of the con¬
stitutional provision.
This decision is regarded as im¬

portant in marking a reversal of
a jtrend to create, by judicial de¬
cision, further exceptions to con¬
stitutional debt limitations,

MICHIGAN

Michigan has a 3% State sales
tax, originally adopted in 1933.
Article 10 of Section 23 of the

Michigan Constitution, as amended
in 1954, provides that "at no time
shall the Legislature levy a sales
tax of more than 3%." In 1959
the Legislature adopted an amend¬
ment to the Use Tax Act of 1937,
and the amendment increased the
use tax from 3% to.4%, subject to
the provision that if the property
used, stored or consumed had been
in a transaction on which the 3%
sales tax had been paid then the
use tax should be 1% of the price
of the property involved. (The
3% use tax previously in effect
had been inapplicable to transac¬
tions on which the 3% sales tax
was paid). It was contended that
those provisions which attempt to
impose an additional tax of 1%
upon transactions involving the
collection of the sales tax should
be declared void as violating the
constitutional provision against a

sales tax of more than 3%.
In Lockwood v. Nims, Michigan

State Commissioner of Revenue,
and Brown, Michigan State Treas¬
urer (1959), the Supreme Court of
Michigan in a 7 to 2 decision con¬

cluded that the additional 1% use

tax violated the constitutional

provision against a sales tax of
more than 3%. The Court con¬

cluded that in the actual opera¬
tion of the Act the distinction be¬
tween the sales tax and the use

tax is eliminated by allowing the
seller to collect from the pur¬
chaser a 4% tax on sales, and that
the purported 1% increase in the
use tax actually results in an in¬
crease in the burden fought to be
limited by the Constitution. The
Court emphasized that in constru¬
ing the Constitution they must
construe it to give it the meaning
the people intended it should
have; that a literal construction of
the constitutional prohibition
against a sales tax of more than
3% would make the constitutional
safeguard "no more than a shabby
hoax"; and that construction of
the Constitution to accomplish its
manifest objective and intent re¬

quires that the additional 1% use
tax is in effect a tax upon retail
purchases which would make the
total tax burden on such purchases
in excess of the 3% constitutional
limit.

WEST VIRGINIA

The question was raised whether
or not coupons attached to bonds
issued by the West Virginia Turn¬
pike Commission, if not paid when
due, bear interest from their due
dates. The Commission contended
that (a) it is such an agency of
the State as to be entitled to the

immunity from payment of inter¬
est which is, with some exceptions,
enjoyed by a State and (b) that
a State is not liable for payment
of interest on its debts unless its
consent to do so has been mani¬
fested by an act of its Legislature
or by a lawful contract of its
executive officers.
In Guaranty Trust Company of

New York v. West Virginia Turn¬
pike Commission (1959) the Su¬
preme Court of West Virginia
concluded that interest is payable
on the overdue interest coupons

originally attached to West Vir¬
ginia Turnpike Bonds at the rates

specified in the bonds from the
respective due dates until paid.
The Court concluded that the
Commission did not enjoy the
State's non-liability -because the
Act makes it evident that the
State shall not be liable for the

payment of any portion of the
Turnpike revenue bonds nor the
interest thereon, and that a pro¬

spective purchaser charged with
the knowledge of the State's non¬

liability on the bonds would nat¬
urally conclude that such bonds
would not be curtailed in their

legal nature by any sort of State
immunity. The Court also con¬
cluded that certain provisions of
the written trust agreement be¬
tween the Commission and the
Trustee constitute an express Stip¬
ulation for payment of interest on
overdue interest installments at

the rates specified in the bonds.
Therefore, the Court followed the
general rule that interest coupons
attached to bonds bear interest
after maturity even though there
is no provision in such coupons for
such interest (unless the obligor
shows his continued readiness and

willingness to pay the sums speci¬
fied in the coupons from the date
of their maturity).

APPENDIX F

State Legislation—1959

This Appendix contains sum¬
maries of some state legislation
adopted in 1959 which is believed
to be of interest to persons en¬

gaged in the municipal securities
business.

CALIFORNIA

S. B. 1106 authorizes a program
for the development of the water
resources of California. This act

provides for the issuance of $1,-
750,000,000 of bonds to finance the
program; but the bond issue must
be approved at the general elec¬
tion in November, 1960.
A proposal in A.C.A. 44^ to deny

to the state the power to levy a
property tax, was defeated.
A. B. 1255 permits the inter¬

change of coupon state bonds for
Continued cm page 58
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registered state bonds and regis¬
tered state bonds for coupon

bonds, applicable to outstanding
bonds as well as bonds hereafter
to be issued.

S. B. 353 requires at least one
manual signature on all local dis¬
trict bonds, amending a 1957 act
which permitted the use of all
facsimile signatures on such
bonds. '■

S. B. 576 created the Golden
Gate . Authority Commission to
study and investigate the whole
field of transportation in the Bay
Area to determine the advisability
of the acquisition of transporta¬
tion facilities by an authority
having broad powers, with the

thought that coordinated opera¬
tion of such facilities will be more

effective than the present frag¬
mented management.

MICHIGAN

Michigan Act No. 161 of the
Public Acts of 1959 provides the
"Public Securities Validation Act,"
an act "to avoid multiple or vex¬
atious actions contesting the valid¬
ity of the security issues of public
bodies of the state of Michigan;
to provide for consolidation of and
injunctive relief against such ac¬
tions; and to enable public bodies
to secure binding adjudications
against all interested parties as
to the validity of security issues."
This act is based upon a model
form of bill endorsed by the Mu-
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San Francisco and Other Cities

nicipal Law Section of the Ameri¬
can Bar Association and by the
IBA. This act provides that a val¬
idating decree or judgment under
it "shall be forever binding and
conclusive against the public
body and all other parties to the
cause, named or unnamed, and
shall constitute a permanent in¬
junction against the institution by
any person of any action contest¬
ing any aspect of the validity of
the security issue which has been
adjudicated." ■

NEW YORK

At the bond elections on Nov.

3, voters rejected a proposed
state constitutional amendment to

allow New York City to borrow
$500,000,000 outside of its debt
limit for school purposes. This
was a highly controversial pro¬

posal, and opponents of the pro¬

posal contended that the amend¬
ment was not necessary and that
the proposal was designed to per¬
mit financing for purposes other
than school construction.

NEW JERSEY

At the elections on Nov. 3 there
was defeated a proposal to author¬
ize use of surplus funds of the
New Jersey Turnpike to aid dis¬
tressed commuter railroads. The

proposal would have authorized
the state to place its credit behind
$430,000,000 of New Jersey Turn¬
pike Authority bonds, provided
the bondholders permitted the
state to use surplus Turnpike
revenue (estimated at $570,000,-
000 over the next 28 years) to aid
commuter railroads.

OHIO

Substitute Senate Bill No. 63
reduced from 55% to 50% the
percentage required for passage
of a school bond issue in the No¬
vember election or at the primary
election in even numbered years

(elections at other times requir¬
ing a 60% majority.) The percent¬
age required for approval of an

operating levy outside the 10-mile
limitation for both schools and

municipalities was also reduced to
50%.

Amended House Bill No. 917
raised from 1% to 1%% of the
total value of all property in a

municipality (as listed and as¬
sessed for taxation) the amount
of net indebtedness which may be
created or incurred by a munici¬
pal corporation without a vote of
the electors. The net indebtedness
which may be incurred with a
vote of the electors was raised
from 5% to 7%.

PENNSYLVANIA

Act 101 raised the taxing pow¬
ers of fourth class school districts
to authorize such school districts
to levy ad volorem taxes on real
estate unlimited in amount (pre¬

viously school districts of the
fourth class had been limited to a

ceiling of a total of 45 mills, ex¬
cept with special permission) to
pay lease rentals to authorities,
to pay debt service on general
obligations, and to pay teachers'
salaries.

TEXAS

Senate Bill 349 provides a
Municipal Obligation Validation
Act. This act is based on the
model form of bill endorsed by the
Municipal Law Section of the
American Bar Association and the
IBA. It provides that a final bond
validation decree "shall, as to all
matters adjudicated, be forever
binding and conclusive, against
the petition and all other parties
to the cause, whether mentioned
in and served with said notice of
the proceedings, or included in
the description 'all property own¬
ers, taxpayers, citizens and others
having or claiming any right,
title or interest in any properties
or funds to be affected by the is¬
suance of the Securities or af¬
fected in any way thereby) and
shall constitute a permanent in¬
junction against the institution by
any person of any action or pro¬
ceeding contesting the validity of
the bonds, notes or other evidence
of indebtedness described in the

petition, or the validity of provi¬
sions made for the payment of the
same or of interest thereon".

Report on Metropolitan Area
Problems

The Subcommittee on Metropol¬
itan Area Problems, of which
Alan K. Browne, Vice-President of
the Bank of America, N. T. & S. A.,

Alan K. Browne

is Chairman, presented the fol¬
lowing Report to the Convention:
Almost every medium-size and
large city in the United States is
confronted with the situation that
it is part of a metropolitan area

spreading be¬
yond its po¬
litical bound¬
aries and that
certain public
facilities or

services, such
as transporta¬
tion, water,
sewer, or

schools, could
be provided
more effici¬
ently or eco¬
nomically on
an- area-wide
basis. This sit¬
uation, involv¬

ing what are now generally re¬
ferred to as "metropolitan area
problems" has led in recent years
to a large number of studies to
determine solutions to these prob¬
lems and in some cases to pro¬

grams that are now in effect.
Three general problems which

invariably must be considered are
(1) the appropriate governmental
unit to furnish the facility or serv¬
ice, (2) the division of political
authority among the various gov¬
ernmental units within the area

and (3) the means of financing
the facilities or services.

By way of review, there have
been four general approaches to
the solution of these problems
with respect to determination of
the appropriate unit to furnish
area-wide services:

(1) A special authority or dis-
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trict to deal on a regional basis
with a single or limited function
such as rapid transit or water sup¬
ply (for example, "the New York
Port Authority and the Metropol¬
itan Water District of Southern

California). „ .

(2) A metropolitan federation
organized on a regional basis as

a new governmental entity, to
which the various local govern¬
mental units within the area sur¬

render their . authority to deal
with specified functions (for ex--
ample, the Municipality of Met¬
ropolitan Toronto).

(3) A* shift of specified func¬
tions to an area-wide : govern¬
mental entity which encompasses
the entire area (for example,"
Dade County, Florida).
(4) Annexation or consolidation

of entities.

This report does not propose to
cover all of the developments re¬

garding metropolitan area prob¬
lems, but it includes simply a

summary of some of the principal
developments illustrative of the
problems involved and the solu¬
tions suggested.

CALIFORNIA

Governor'sCommissiononMetro-

politan Area Problems. One of the
most significant developments in
dealing with Metropolitan Area
Problems in California was the

appointment of a 19-member Gov¬
ernor's Commission on Metropol¬
itan Area Problems in March,
1959. In setting forth the pur¬
poses and responsibilities of the
Commission, the Governor stated:
"California's growth, occurring

mainly in urban regions, has
crowded our streets, overburdened
our transit lines, threatened a

dangerous pollution of our air,
created water shortages, and led
to new cost and complexity in lo¬

cal government. These tensions
and troubles, popularly called
Metropolitan Area Problems, re¬
quire our earnest and immediate
study."
The areas assigned to the Com¬

mission to study were more spe¬

cifically outlined as follows:

(1) Transportation, Freeways,
Rails and Streets

(2) Housing Redevelopment and
Land Use Planning
(3) The Prevention of Air Pol¬

lution.and Water Contamination

(4) Maximum Economy and
Usefulness in the Handling of the
Tax Dollar and in Rendering Pub¬
lic Services

(5) Metropolitan Governmental
Structures or Districts.

The Commission has had sev¬

eral meetings, before which in¬
numerable public officials have
appeared setting forth their views
on Metropolitan Area Problems.
The staff work has been capably
performed by members of the
University of California Staff.
Recommendations are to be sub¬
mitted to the Governor as soon as

possible.
Golden Gate Authority. A Cali¬

fornia Senate Interim Committee
formed in 1957 and known as the
Senate Interim Committee on Bay
Area Problems introduced legis¬
lation this year to create a Golden
Gate Authority.
Based on a Coverdale and Col-

pitts Report, the proposed legisla¬
tion sought to combine under one
Authority, the San Francisco Bay
Region's bridges, seaports (in¬
cluding Stockton), and airports.
Patterned after The Port of New
York Authority concept, its back¬
ers sought to treat the Bay Region
as one economic unit by eliminat¬
ing costly duplication, unneces¬

sary competition and the "Balkan-
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izing" influence of multiple and
overlapping public entities.
The legislation, as introduced,

was amended six times before
final passage. Through a strong
desire on the part of the new Gov¬
ernor to see progress toward Bay
Area unity and to encourage civic
participation on the part of busi¬
ness leaders, the legislation was

salvaged. Instead of creating an
Authority, a chapter was literally
taken out of the San Francisco

Bay Area Rapid Transit history
book. The revised Act creates a

seven-man Golden Gate Authority
Commission just recently ap¬
pointed by the Governor. It is
provided with $250,000 for study
and is to report back to the 1961
General Session of the State Leg¬
islature. There will be an addi¬
tional 14-member Advisory Coun¬
cil appointed by the Governor at
some later date.

San Francisco Bay Area Rapid
Transit District.—A brief report
on the District was contained in
the Committee's 1958 Report.
Good progress has been made in
completing the Rapid Transit plan
for the five Bay Area Counties.
The firm of Parsons, Brinckerhoff,
Hall and Macdonald of New York
and San Francisco, and the Bech-
tel Corporation and Tudor En¬

gineering Company, both of San
Francisco, have been employed to
do the engineering work. The
firms are operating as a joint
venture under a $600,000 contract
with completion date of the en¬

gineering planning set for May 1,
1960. They also are operating un¬
der a separate $450,000 contract
in connection with studies on the
trans-Bay underwater tube seg¬
ment of the over-all project.
The firm of EBASCO Services,

Inc. has been retained under a

$50,000 contract to evaluate the
economic effects of having—and
not having — a regional Rapid
Transit System in the Bay Area in
the years ahead.
Smith, barney & Company of

New York has been retained un¬

der a $70,000 contract, to develop
a plan for financing the proposed
Rapid Transit System.
The California State Legislature

passed a Bill authorizing $115,-
000,000 in San Francisco-Oakland
Bay Bridge surplus tolls to finance
revenue bond construction of an

underwater transit tube from
Oakland to San Francisco.

Alameda-Contra Costa Transit
District. A recently approved gen¬
eral obligation bond issue (only
majority vote required) in the
amount of $16,500,000 spells suc¬
cess after a long struggle for the
East Bay to salvage its urban and
inter-urban bus transportation sys¬
tem. Based on a De Leuw Cather
& Co. Report, the bond issue will
provide lor a network of fast bus
express lines. Some $7,500,000 ad¬
ditional funds will be provided
out of revenues for new equip¬
ment. Blyth & Co., Inc. has been
employed as financial consultants.

ST. LOUIS

The Metropolitan Board of
Freeholders was appointed by of¬
ficials of St. Louis City and
County in 1958 to study and issue
recommendations on city and
county problems. During the
preparation of the final recom¬

mendation there Was strong sup¬
port for consolidation of the city
and county under a single area-
wide government and the dissolu¬
tion of St. Louis and the suburban

municipalities. However, the final
proposal was for creation of a

"Greater St. Louis City-County
District" to provide certain public
services for St. Louis, St. Louis
County and the County's 98 mu¬

nicipalities.
The proposed District would

have seven functions: establish¬
ment and control of a metropoli¬
tan road system, regulation—and
possibly ope ration — of mass
transit facilities, promotion of
economic development, land use

planning, central control of cer¬
tain police administrative func¬
tions, civil defense, and sanitary

sewers and land drainage. The
present Metropolitan Sewer Dis¬
trict, would be absorbed by the
new District. Where services fall
within the province of both the
District and the municipalities,
the purely local aspects of func¬
tions—such as non-arterial streets,
local zoning, and subdivision or¬

dinances—would remain the prov¬
ince of the municipalities.

„ The proposed District would be
governed by a President, elected
by City and County residents for
four*; years, and a T5-member
Board of Supervisors elected for
four-year staggered terms. Four

of the Supervisors, two each from
City and County, would be elected
at large. The other 11 would be
elected from districts, four of
which lie wholly in the City, three
wholly in the County, and four of
which . inclhde both City and
County - territory. The President
would be empowered to appoint
and remove directors of District
departments, who would also
s^rve as his "cabinet."
The entire area's future physical

development, including industrial
site s, recreation^ transportation
arteries,'; sewers, and residential

- * Continued on page 60
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areas of varying population densi¬
ties would be guided by the Dis¬
trict's Department of Planning.
The Director of this Department
would be an experienced profes¬
sional planner.
This proposal was submitted to

the voters at the November elec¬
tion and was defeated by a vote
of about 2 to 1 in the City and
3 to 1 in the County.

WINNIPEG, CANADA

The Greater Winnipeg Investi¬
gating Commission has recom¬
mended that there be formed by
legislation, without the approval
of the residents by a referendum,
the "Municipality of Greater Win¬
nipeg." It is proposed that the 14
municipalities and cities now ex¬

isting in the area be consolidated
to form eight municipal corpora¬
tions.

Greater Winnipeg would be
governed by a 14-member Metro¬
politan Council, including the

elected heads of the eight proposed
constituent cities and municipali¬
ties. Six members, to be known'
as the Board of Control, would
be elected directly from single-
member districts. Each electoral
district would include approxi¬
mately one-sixth of the population
of the City of Winnipeg, one-
sixth of the population of the total
area, and the total area of one of
the smaller cities, or part of the
area of two smaller cities. Mem¬
bers of the Board of Control would
serve three-year terms and would
receive a salary commensurate
with full-time duty.
The Metropolitan Council would

assume responsibility for all capi¬
tal expenditures for school sites,
buildings and equipment, and the
financing of the cost of providing
education to all public elementary
and secondary pupils in line with
standards to be set by the Council
in consultation with the Metro¬

politan School Board and the
Provincial Department of Educa¬
tion. Local school districts desir¬

ing to furnish extra accommoda- ommends that the personal prop-
tions could do so providing their erty tax be replaced by a Council
plans were approved, and costs administered business tax. These
were met by local taxpayers. At measures were defended by the
the present time, there are 36 Commission as necessary "to en-
school districts in the Winnipeg sure that industry will pay the
area. The Commission's proposals same rate of taxation, regardless
reduce the number to nine, one of its location in the area; to do
coterminous with each municipal- away with competition as between
ity or city with the exception of the municipalities for the location
St. Boniface, which would contain of industry within their respective
two districts. The chairmen of boundaries since all municipalities
the nine new boards would con- will be sharing equitably in such
stitute the Metropolitan School 'industrial' revenue ... to enable
Board. This Board would super- the Metropolitan Authority to act
vise the budgets of the local sys- as its own agent to attract indus-
tems and would prepare a rhain- try to the area, and to locate it
tenance and capital requirements where it will be best suited for
budget for submission to the Met- the area as well as its own pur-

ropolitan Council. poses, in accordance with the
In the field of public utilities, it over-all plan for the Metropolitan

was recommended that the Metro- Area."

politan Council assume full re¬

sponsibility for the supply and
distribution of water, the provi-

RICIIMOND, VA.

The Public Administration Serv-
sion of public transportation, the jce has submitted to the Richmond
distribution of electrical energy Regional Planning and Economic
within the Metropolitan area, and Development Commission a three-
the supervision of airport l'acili- step pian for regional govern-
ties. These functions would be mental development in the Rich-
under the immediate jurisdiction mond area, which presently com-
of a Metropolitan Public Utilities Prises the governmental units of
Commission composed of seven Richmond City, Henrico County
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members including the Chairman
of the Metropolitan Council and

and Chesterfield County.

As a first step, the plan calls for
six other members appointed by consolidation of the govern-
the Council. Under the new plan
the functions of the Greater Win¬

nipeg Water District, the Greater

ments of Henrico County and
Richmond under the City govern-

'..pes vvaiw ".sir.Pi, ...e y.ca.c, ment> whUe Chester(ield County
Winnipeg Transit Commission, and wnllid rPma;n a spnarate govern-

the St. James-Winnipeg Airport
Commission would be assumed by

would remain a separate govern¬
mental entity. Step two would

, ... ~ . - be a streamlined governmental
organization for Henrico County

of the distribution of electrical

power would be accomplished
through Council negotiations with
the City of Winnipeg, the Mani¬
toba Power Commission, and the
Manitoba Hydro-Electric Board to
the end that the Council would

become the sole distributor of

power in the area

with adoption of a county man¬

ager or county executive form.
Step three would involve various
methods of insuring inter-juris-
dictional cooperation toward or¬

derly development, including the
establishment of a joint City-
County Planning Commission for
Richmond and Chesterfield Coun-

In addition, the Council would ^ an(i specjaj attention to regional
assume responsibility for area- Jaspects of transportation and in¬

dustrial development.

CHICAGO, ILL.

The Northeastern Illinois Met-

wide sewage and drainage facili¬
ties, absorbing the functions of the
present Winnipeg Sanitary Dis¬
trict. The Council would admin¬
ister a metropolitan highway sys- ... A T , ~

tern. The present functions of the ropolitan Area Local Govern
Rivers and Streams Authority, the
River Control Commission, and
the Harbor Commission would be
consolidated and placed under
Council jurisdiction.
It is also proposed that the Met¬

ropolitan Council be given powers

adequate to establish a system of
major metropolitan parks, recre¬
ation areas, and cultural centers,
including the power to take over
all or any part of existing facili¬
ties.
The report recommends that

traditional welfare services be¬
come a Metropolitan responsibility
from the beginning but that ad¬
ministration be left in the hands
of local councils. It is also rec¬

ommended that the Council as¬

sume responsibility and jurisdic¬
tion over hospitalization of indi¬
gent patients, maintainance of
neglected children, homes for the
aged, the maintenance of dikes
and flood control facilities, mos¬

quito abatement, and area-wide,
uniform licensing practices.
In the era of financial adminis¬

tration, the Commission recom¬
mends that exclusive authority for
assessment be vested in the Met¬

ropolitan Council. The Council
would also be authorized and re¬

quired to prepare and adopt an¬
nual estimates of sums required
for accomplishment of its work,
and to require each local govern¬
ment to pay its proportionate
share according to the last revised
Metropolitan assessment roll.
All present bonded indebted¬

ness (debentures) of the present
municipalities and school districts
would become the obligation of
the Council.

Direct taxation of industrial

properties, however, would be
vested in the Council so that "the
revenue from industrial taxation
should become available to all the

municipalities in the area equit¬
ably. . . -...J' The report also rec-

mental Services Commission is¬
sued a report on "Metropolitan
Area Services" in which it con¬

cluded not to recommend a met¬
ropolitan government for the
Chicago Area. The report con¬
cluded that local governmental
services in the area can best be
provided by existing governments
in view of the social, political,
and economic factors that domi¬
nate the Metropolitan Area.
The report emphasizes that the

traditional forms of local govern¬
ment can perform the necessary
functions as well as any new gov¬
ernmental unit that might be
formed. The report further em¬
phasizes that, while cooperative
efforts within the area are very

great, there are at least three im¬
portant "divisive" forces which
made difficult any activity on a
Metropolitan Area-wide basis, and
these are: (1) The conflict in so¬
cial values between the substan¬
tial non-white segment of the
population in Chicago and the
population of the suburban areas,
(2) the problem of paying the
bill, which will be financed prin¬
cipally by the Chicago taxpayer;
and (3) the distribution of
strength between the two major
political parties in the City of
Chicago and in the rest of the
Northeastern Illinois Metropolitan
Area. The report suggests that an
analysis of election behavior in
recent years make it inconceivable
that the City of Chicago would
voluntarily join with a major
metropolitan ring in the creation
of a governmental unit, or that
the suburbs would voluntarily
join Chicago.

CLEVELAND-CUYAHOGA CO.

The Cleveland Metropolitan
Service Commission, popularly
known as METRO, over the past
21/2 years has issued 28 reports on

specific parts of its study. This
year it issued its final report,
"Prologue to Progress," briefly
summarizing the facts and rec¬
ommendations in the preceding
reports. The report particularly
notes the many difficulties that
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arise when a multitude of small

governments exist in a Metropoli¬
tan Area and states:
"While a shifting of responsi¬

bility for certain functions from
the local to the metropolitan level
relieves some of the pressures of

fragmented government, many
problems remain because some

governmental units are simply too
small and too poor to handle even

the most simple and basic service
needs of their residents. Very lit¬
tle can be done to meet this par¬
ticular problem in Cuyahoga
County— the center of this re¬

gional complex—unless the local
units in the county; choose to
merge or to develop more inter¬
community cooperative arrange¬
ments. ;

"Much of the area in the sur¬

rounding counties, however, is still
unincorporated, with the 25 square,
mile •townships dominating the
governmental-picture: 'It is not too
late for theserareas /to; recognize
some. of the -problems created by
the incorporation ^pattern in Cuya¬
hoga County; "and aVoid duplicat¬
ing ourdifficulties- Annexation
and■''.incorporation1should be ju¬
diciously considered:;1 "Not - only
should great' discretion be exer¬

cised in-these matters*by persons
in authority, but serious consid¬
eration should also- be given to
modifying - the laws which today,
make incorporation ;tdo easy, and.
annexation too difficult."

.- The report concludes that three
immediate steps'should be taken
to develop the ways and means
of coping with the problem that
are apparent in the region (1) the
creation of a state office for local

government, (2) the establishment
of a metropolitan government for

Cuyahoga County and (3) the de¬
velopment of a seven-county co¬

ordinating and planning body.
The Cuyahoga County Charter

Commission this year submitted
recommendations for a new met¬
ropolitan government for the
major portion of the Cleveland-
Metropolitan Area. This proposal
was defeated at the election on

Nov. 3, but a few of its principal
provisions should be noted. Mu¬

nicipal functions to be exclusively
administered and controlled by
the new government would be:
sewage treatment plants and trunk
sanitary and storm drainage
sewers, water supply systems,
metropolitan roads and highways,
public assistance and poor relief
programs, public transportation
systems, airports, port and harbor
facilities, zoos, civil defense, air
and water pollution, garbage and
refuse disposal facilities, and ad¬
ministration of metropolitan pub¬
lic health services. In addition,
the metropolitan government
would establish a regional plan¬
ning agency, and a metropolitan
park and recreation system.' *
Exercise of these powers will

not restrict similar powers of the
municipalities. In matters which
transcend municipal. boundaries,
the metropolitan government may
exercise power concurrently with
municipalities. However, if a
conflict in the exercise of powers
arises, the municipality's rights
would prevail regardless of
whether the municipality or the
metropolitan government first
exercised the powers in question.
When the metropolitan govern¬
ment and a municipality exercise
a power concurrently, the consent
of the municipal legislature would
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be necessary before the new gov¬
ernment can acquire or succeed
to municipal rights and properties.
The metropolitan government's
legislative body would consist of
a 19-member Metropolitan Assem¬
bly. Nine of the Assemblymen
will be elected at large; two each
will be elected from five districts,
all for four-year staggered terms.
The charter would provide for a

Metropolitan Executive, elected
for a four-year term. The Execu¬
tive could veto all Assembly ordi¬
nances and resolutions except
those providing for referenda on

choosing a charter commission, or
proposing charter amendments, or
redisricting; and may item-veto
appropriation ordinances. Vetoes
could be overridden by a 3/5 vote
of the ^Assembly. The charter
would strictly regulate conditions
under which exclusive municipal
functions may be taken over by
the new government.

A constitutional amendment
was proposed to the Ohio Consti¬
tution to establish a method by
which federations of local gov¬
ernments could be formed in the

metropolitan counties" of Ohio.
However, a technical precedural
question was raised regarding the
proposal and it was stricken from
the ballot prior to the election on

Nov. 3.

MILWAUKEE

The University of Wisconsin,
working with a Ford Foundation

grant, has undertaken a three-
year study of possible solutions to
the metropolitan problems of
Milwaukee. The study will be
conducted in cooperation with the
Milwaukee Metropolitan Study
Commission, a legislative commis¬
sion which has been studying the
problem.

ALBUQUERQUE, NEW MEXICO

On Oct. 6 a proposed merger of
the City of Albuquerque and Ber¬
nalillo County was overwhelming¬
ly defeated in a popular referen¬
dum. Two propositions before the
voters were (1) the question of
City-County consolidation in prin¬
ciple and (2) adoption of a char¬
ter providing for incorporation of
the County as the City-County
of Albuquerque. The proposals
were defeated in the vote inside

the city and outside the city. Op¬
ponents outside the city contended
that consolidation would raise

taxes and that zoning would in¬
terfere with agriculture outside
the city. Opponents inside the city
contended that city taxpayers
would bear the cost of any expan¬
sion of municipal services in the
area outside the city.

MONTREAL, CANADA
A limited form of Metropolitan

Government has been created in
the Montreal Metropolitan Corp.,
with limited authority over 15
autonomous municipalities. The
new authority is empowered, with
the consent of the municipalities
within its jurisdiction, to estab¬
lish municipal services and to
make contributions for buildings
and maintaining hospitals, old age
and convalescent homes, and sim¬
ilar institutions. It will also estab¬
lish a master plan for metropoli¬
tan roads and highways, and will
have responsibility for civil de¬
fense in the metropolitan terri¬
tory. The corporation will assume
the powers of supervision over

municipal finances, and complete
the construction of a Trans-Island

Boulevard already started by the
Metropolitan Commission. As¬
sessment rolls will continue to be

prepared by the individual mu¬

nicipalities, however, uniformity
throughout the metropolitan ter¬
ritory will be assured by requiring
all municipalities to conform to
the principles governing the prep¬
aration of the Montreal assessment
roll. The original detailed proposal
for metropolitan government in
the, Montreal area, prepared by a
Consulting Committee of the
Executive Committee of the City
of Montreal, had called for fede¬

ration of 46 municipalities under
a metropolitan authority empow¬
ered to provide services such as

fire, police, health, water, sewers,
and city planning, and to regulate
store closing hours and taxi per¬
mits throughout the area. Due to
opposition by suburban munici¬
palities, these provisions were
eliminated from the bill creating
the Metropolitan Corp., and its
territory was limited. '

PENN -JERSEY

TRANSPORTATION STUDY

A survey, known as the Penn-
Jersey Transportation Study, has
been undertaken to survey all

intra-regional facilities and serv¬
ices of the Philadelphia Metro¬
politan Area. Representatives of
City and County governments will
be included on the policy com¬
mittee. The three-year program
will develop current data con¬

cerning transportation in the re¬

gion, project travel-systems needs
to 1985 and prepare estimates for
improvement of all facilities.

Additional Information

Since much time and effort can
be saved in analyzing the metro¬
politan area problems of a par¬
ticular area and in recommending

Continued on page 62
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solutions for those problems by
reviewing the problems, proposed
solutions and experiences in other

, areas, it is extremely helpful to
,have available ready reference to
, previous metropolitan surveys.
The Government Affairs Founda¬
tion prepared, and the Public Ad-
jministration Service published,
"Metropolitan Surveys: A Digest"
«.which brings together in compact
summary from a digest of 117
metropolitan surveys carried out
in the United States and Canada
^between 1923 and 1957. Copies of
this publication may be obtained
from Public Administration Serv¬
ice (1313 East 60th Street, Chicago
37, 111.) at $8 per copy.

Finally, we urge investment
bankers to take an active part in
studies of metropolitan area prob¬
lems in their respective areas

throughout the country, so that
the conclusions and recommenda¬

tions in those studies will have

the benefit of sound and practical

financial advice.

Respectfully submitted,

SUBCOMMITTEE ON METRO¬
POLITAN AREA PROBLEMS

Alan K. Browne, Chairman
Bank of America, N. T. & S. A.
San Francisco, Calif.

Taylor B. Almon
Rauscher, Pierce & Co., Inc.
Dallas, Texas

Orlando S. Brewer

Phelps, Fenn & Co.
New York, N. Y.

John S. Clark

Fahey, Clark & Co.
Cleveland, Ohio

Charles N. Fisher

Singer, Deane & Scribner
Pittsburgh, Pa.

Thomas L. Ray
Mercantile Trust Company
St. Louis, Mo.

Francis R. Schanck, Jr.

Bacon, Whipple & Co.
Chicago, III.

Franklin Stockbridge

Security-First National Bank
Los Angeles, Calif.

Lyle F. Wilson
Pacific Northwest Company
Seattle, Wash.

G. Thomas Yeager III
Baker, Watts & Co.
Baltimore, Md.

Newhard, Cook Admit
ST. LOUIS, Mo.—Newhard, Cook
& Co., Fourth & Olive Streets,
members of the New York Stock

Exchange, on Nov. 19 admit
Orrin S. Wightman, Jr. to limited
partnership in the firm.

Accumulation Sees.

Accumulation Growth Securities

Corporation has been formed with
offices at 165 Broadway, New
York City, to engage in a securi¬
ties business. Officers are Mat¬
thew T. Quinn, President and
Treasurer, and Jeanne Maloney,
Secretary.

The Cfeorge

PUTNAM FUND
of'Boston

"A BALANCED FUND"

THE

'PUTNAM GROWTH
FUND

Emphasizing possible long-term Capital Growth

Prospectuses on Request

Putnam Fund Distributors, Inc.
60 CONGRESS STREET, BOSTON

New Vork ' Chicago Los Angeles Washington Orlando

AMERICAN SHARES

... a mutual investment com¬

pany which supervises a diver¬

sified portfolio of American

securities selected for the pos¬

sibility of long term GROWTH

of capital and current INCOME.

Prospectus on request

SELECTED
Investments Company

135 South La Salle Street

Chicago 3, 111.
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on the applicant to justify their
issuance. The number of war¬

rants sought to be issued, the ex¬
ercisable price, the term in which
they are exercisable and the ab¬
sence &ot adequacy of a step-up
rate in l#ie exercisable price will
all be taken into consideration."

Under this statement of policy
a few states refuse to register any
issues involving options and war¬
rants and a few states also con¬

tend that where their laws provide
percentage ^ limitations on the
amount of underwriting commis¬
sion it would be impossible to de¬
termine whether the percentage
limitation was met until the op¬
tions or warrants were sold and
the profit to the underwriter was
determined. Aside from these spe¬
cific problems, the statement of
policy created a general assump¬
tion that options or warrants
would be looked upon with great
disfavor in connection with .the

application for registration of se¬
curities. :

A special Subcommittee of the
IBA State Legislation Committee
was appointed this year to con¬
sider this problem under the
Chairmanship of Mr. Robert Po-
desta (Cruttenden, Podestk & Co.,
Chicago). A meeting was held in
Chicago on Aug. 10 to discuss this
problem by representatives of the
Options and Warrants Committee
of the N.A.S.A.. the Special Sub¬
committee of the IBA and attor¬

neys and accountants.
At the Annual Meeting of the

North American Securities Ad¬

ministrators in Atlantic City in
September/ the Options and War¬
rants Committee recommended,
and the N.A.S.A. adopted a report
in which it is concluded that, as
standards or guides for the use of
administrators in d e t e r m i n i n g
whether the issuance of stock op¬
tions under the statement of pol¬
icy is justifiable, the statement
of policy be given a liberal inter¬
pretation as to options or war¬
rants issued to underwriters in
connection with a public offering
if specified conditions are met.
The conclusions also recommended
that in those states where it is

necessary to include the value of
the options in the computation of
commissions the market -value of
such options, if any, be used; and
that in those states where no mar¬

ket value exists an arbitrary value
of 20% of the original exercise
price of options be used unless
evidence indicates that a contrary
valuation exists. The conclusions
in the report of the Options and
Warrants Committee, adopted by
the N.A.S.A. in September, 1959,
are set forth in Appendix B.
These modifications in the orig¬

inal statement of policy are an

extremely constructive step in that
they recognize affirmatively that
options or /warrants to under¬
writers are justified in connection
with certain public offerings and
that they should be valued at the
time of issuance. We commend
the work of the Special Subcom¬

mittee on this problem and the
Chairman and members of the
N.A.S.A. Committee on Options
and Warrants for their construc¬

tive approach to the problem.

m

Variable Annuities

On March 23rd the, Supreme
Court of the United States held
that variable annuity contracts
are securities subject to registra¬
tion under, the federal Securities
Act of 1933 and that the issuers of
the contracts before the Court
(Variable Annuity Life Insurance
Company of America and Equity.
Annuity Life Insurance Company)
must comply with the require¬
ments of the federal Investment

Company Act of 1940.
The Supreme Court, in holding

that variable annuities are not
"insurance" within the exemptions
of the Securities Act of 1933 or

the Investment Company Act of
1940 or within the meaning of the
McCarran - Ferguson Act, stated
that: r

"For in common understanding
insurance' involves a guarantee
that at least some fraction. of the
benefits will be payable in fixed
amounts (citing authorities). The
companies that issue these annui¬
ties take the risk of failure. But

they guarantee nothing to the an¬
nuitant except an interest in a

portfolio of common - stocks or

other equities— an interest that
has a ceiling but no floor. There
is no true underwriting of risks,
the one earmark of insurance as

it has commonly been conceived
in popular understanding and
usage."
The decision was 5 to 4. Justice

Douglas delivered the opinion of
the Court, concurred in by Chief
Justice Warren and Justice Black

and, in a separate concurring
opinion by Justices Brennan and
Stewart. J ustice H a r 1 a n was

joined in a dissenting opinion by
Justices Frankfurter, Clark and
Whittaker.

Legislation was adopted in New
Jersey this <• year to authorize in¬
surance companies in that state to
issue and sell variable annuity
contracts.

* In August, 1959, the Variable
Annuity Life Insurance Company
of America filed an application
with the SEC for exemption from
certain provisions of the federal
Investment Company Act of 1940
and the rules thereunder. The
S.E.C. held hearings on the appli¬
cation in September, but no de¬
cision had been announced at the
time that this report was pre¬

pared.

It appears that there is no great
rush to sell variable annuity con¬
tracts under the decision by the
Supreme Court requiring compli¬
ance with the federal Securities
Act of 1933 and the federal In¬
vestment Company Act of 1940.

.... n
Gifts to ^Minors

The Uniform—Gifts to Minors
Act or the Model Act For Gifts

to Minors has now been adopted
in all of the 50 states. Tax rulings
regarding the application of the
federal gift, income and estate
taxes with respect fo gifts under
the Gifts to Minors Acts were
summarized in the last Annual
Report of this Committee. The In¬
ternal Revenue Service was re¬

quested to clarify its position on
the rulings and recently issued
Revenue Ruling 59-357 which con¬
cludes (substantially in accord
with the previous rulings): • . ;

(a) Any transfer of property to a
minor under the Model or
Uniform Act constitutes

^ a
completed gift for federal gift
tax purposes to the extent of
the full fair market value pf
the property transferred, and
such a gift qualified for the
annual gift tax exclusion ($3,-
•000 for a single person, $6,000
for a married couple). . [

(b) Income derived from prop¬

erty transferred -under the
Uniform or Model Act which
is used in the discharge or

satisfaction, in whole or in
part, of a legal obligation of
any person to support or
maintain the minor donee us

taxable to such person to the
extent so used, but is other¬
wise taxable to the minor
donee. »

(c) The value of property trans¬
ferred under the Uniform or

Model Act is includible in
the gross estate of the donor
for federal estate tax pur-

Da the

Investment

Possibilities in ;
ELECTRONICS

litest You?

WHY NOT

INVESTIGATE

TELEVISION-

ELECTRONICS

FUND, INC,

A Mutual Invest¬

ment Fund whose

assets are primarily
invested for possi¬
ble long-term
growth-of capi¬
tal and income in

companies actively t
, -engaged in the Elec-

*""• - ' Ironies field.
. . ■■ I ■. ■ - ;
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ment dealer or

Television Shares

Management Corp.
135 S. La Salle St., Chicago 3,111. ,
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poses if: (1) the property is
given in contemplation of
death within three years of

•

the donor's death or (2) the
donor appoints himself cus¬
todian and dies while serving
in that capacity. In all other
circumstances custodial prop-
perty is includible only in the
gross estates of the donee.

Cooperation With State Securities
Administrators

Representatives of the IBA
again attended the Annual Meet¬
ing of the North American Secu¬
rities Administrators in Atlantic
City in September.
Much of the work reported

above in this report reflects the
close assistance and cooperation
of various states securities admin¬
istrators, and this Committee
wishes to take this opportunity to
express its appreciation for the
constructive work that has been
done through such assistance and
cooperation. We also want par¬

ticularly to express our apprecia¬
tion to Mr. William King, Securi¬
ties Commissioner of Texas, who
is Chairman of the IBA Liaison
Committee of the N.A.S.A.

Suggestions

The Committee would welcome

suggestions as to how it can func¬
tion more effectively and be of
greater service. We urge that all
Group legislation committees keep
IBA Counsel advised of any de¬
velopments in state legislation in
their areas and to plan their legis¬
lative programs well in advance
of sessions of the Legislature.

; Respectfully submitted,

STATE LEGISLATION

COMMITTEE

APPENDIX A

Summary of amendments to
State Blue Sky Laws in 1959

ALABAMA
'

The Uniform State Securities

Act, with several modifications,
was adopted.

ALASKA

A Securities act was adopted in
Alaska effective May 9, 1959,
based on the Uniform State Secu¬

rities Act, providing (1) anti-
fraud provisions and (2) for reg¬
istration of broker-dealers, agents
and investment advisors. The act
does not require the registration
oi securities. 1

ARKANSAS

The Uniform State Securities

Act, with a few modifications, was
adopted effective July 1, 1959.

CALIFORNIA

The California Corporate Secu¬
rities Law was amended effective

July 1, 1959; (a) to increase the
fee for filing applications for a
broker's certificate; (b) to in¬
crease the fee for permits to issue
securities; and (c) to impose a
new fee to $100 for filing any

prospectus or registration state¬
ment except in connection with an

application for a permit or in con¬
nection with securities for which
a permit has been issued.

COLORADO

A new Section 125-1-20 was

added to the Colorado Securities

Act, effective May 15, 1959, to
authorize the Commissioner to is¬
sue a stop order suspending or
revoking a registration statement
if he finds after notice and hear¬

ing that the registration state¬
ment, offering circular, or sales
literature of the registrants con¬

tains any statement which is false
or misleading with respect to any
material fact.

An amendment to Subdivision 6
of Section 125-1-15 imposed re¬

strictions on the exemption for
securities of a concern which has

been continuously in business in
the state for more than 20 years
and which holds first mortgages
on real estate located in the state.

CONNECTICUT

The Connecticut Securities Act
was amended effective June 29,
1959, and the principal changes
were the following:

(1) Section 36-280 was amended
to authorize the Commissioner to
refuse to register a broker or
dealer if he finds that the finan¬
cial responsibility, business expe¬
rience or character of such broker
or dealer is not satisfactory.

(2) Section 36-285, which pre¬

viously required each broker or
dealer to keep books and records
in form and manner satisfactory
to the Commissioner, was amended
to require the keeping of such
books and records ''as the Com¬
missioner may require."
(3) Section 36-311, requiring

each issuer to whom a permit has
been granted (the Connecticut Act
requires registration of only min¬
ing and oil securities) to file a

statement of assets and liabilities,
was amended to eliminate a re¬

quirement that such statements be
subscribed and sworn to before a

notary piiblic and be accompanied
by a sworn certificate from a cer¬
tified public accountant.
(4) A new section was added

to prescribe the liabilities of per¬
sons who sell in violation of the
act.

A separate provision of law re¬
lating to injunctions and punish¬
ment for untrue and misleading
advertising of merchandise, real
estate and securities, was ex¬

panded to include advertising by
still or motion pictures, loud
speakers, radio and television. The
fine for violations under this sec¬

tion was reduced from $500 to
$250.

FLORIDA

Amendments to the Florida Se¬
curities Act effective June 10,
1959, included the following prin¬
cipal changes:

(1) Section 517.03 was amended
to authorize the Commission to

make, adopt, and promulgate all
rules and regulations necessary
for carrying out its duties.

(2) Subdivision 15 of Section
517.06 was amended to eliminate
a requirement for written notice
to the Commission with respect
to transactions exempt under Sub¬
division 9 (relating to exchanges
or conversions) or under Sub¬
division 12 (relating to sales by
the issuer of certain public utility
securities).

(3) Subdivision 7 of Section
517.09, relating to registration of
securities by qualification, was
amended to require the Commis¬

sion to find in addition to other
requirements that "the terms of

Continued on page 64
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sale of such securities would be

j fair, just and equitable."
(4) Section 517,091 was amended

to provide that securities regis-
? tered by notification or qualifica-
f- tion under the act shall become

k eligible for trading in the sec-
t ondary market at current market
prices upon completion of the
original offering when such secu-

\ rities are outstanding and in the
hands of the public.
(5) Subdivision 4 of Section

517.12 was amended to require
persons applying for a dealer's
license to show financial responsi-"

bility.
georgia

The Georgia Securities Act was
amended effective March 2, 1959,
and the principal changes were
the following:

.

(1) The definition of "salesman"
in Section 1(g) was amended by

adding a provision that the part¬
ners or executive officers of a

dealer residing in the state or en¬

gaged in the sale of securities in
the state, and the partners or
other executive officers of an is¬
suer offering securities for sale
solely within the state, shall be
deemed to be salesmen within the

meaning of the definition.

(2) Section 4 of the act, relating
to the registration of salesmen and
dealers, was amended by adding
thereto a new subsection to re¬

quire that licensed dealers must
file with the Commisioner good
bond with adequate security in
the sum of $10,000 and that li¬
censed salesmen must file such
bond in the sum of $1,000, such
bond payable to the state for the
use of any interested person and
conditionedupon the faithful

compliance by the principal with
the provisions of the act and the

regulations and orders thereunder.

i urn

MUTUAL FUND INFORMATION
.. »

|
w
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Incorporated Investors
ESTABLISHED 1925

A mutual fund investing in a list of securities selected for
possible long-term growth of capital and income.

•■of."'.- '"'r . ' "• -■ '

Incorporated Income Fund
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A prospectus on each fund is available
from investment dealers or
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, (3) Section 3 of the act, relating
to the registration of securities,
was amended by adding thereto
a new subsection (b) to provide
that no securities shall be regis¬
tered by or for the account of the
issuer thereof until the issuer first
files with the Commissioner a

$10,000 bond, unless such securi¬
ties have been registered under
any appropriate Federal law, or
the transaction is an exempt
transaction thereunder or under

any provision of the Georgia Act.
(4) Section 4(d), relating to the

record and renewal of registra¬
tion, was amended to provide that,
upon any change in the proprie¬
tors, partners, officers or directors
of a dealer or issuer, such dealer
or issuer shall promptly notify the
Commissioner in writing of such
changes within 15 days thereafter.
(5) Section 7, relating to revo¬

cation and suspension of registra¬
tion of dealers and salesmen, was
amended to provide that, where
the Commissioner deems the dan¬

ger to the public to be imminent,
he may temporarily suspend the
registration of a limited dealer,
salesman or limited salesman prior
to any hearing, such order to ex¬

pire automatically if the Commis¬
sioner fails to afford hearing to
the registrant within 10 days after
receipt of demand for such hear¬
ing. '.V"'7';
(6) Section 8, relating to hear¬

ings, was amended to provide that
the Commissioner must send a

notice of opportunity for hearing
after entering any order of revo¬
cation or suspension of registra¬
tion of a dealer or salesman.

(7) A new Section 8A was added
to authorize the Commissioner to
hold general investigative hear¬
ings on his own motion with re¬

spect to any matter under the act.

(8) Section 14, providing crimi¬
nal penalties for willful violation
of the act or for engaging in any
act declared to be unlawful, was
amended to make such violations
a felony rather than a misde¬
meanor, to eliminate a provision
that the fine for first offense shall
be not more than $500 (leaving
the provision that the fine shall
be not more than $5,000), and to
strike a provision that imprison¬
ment for violation shall be for
not more than one year and sub¬
stituting therefor a provision that
imprisonment shall be for not less
than one year and not more than
five years.

(9) A new Section 3A was

added to provide that no securi¬
ties required to be registered
under the act shall be sold or

offered for sale unless accompa¬
nied by an offering circular or

prospectus, and to provide that
any securities issued by an issuer
which has not been in continuous
operation for a period of at least

two years shall be deemed specu¬
lative securities and shall not be

registered, sold or offered unless
the offering circular declares in
prominent and conspicuous lan¬
guage that "These are speculative
securities," except that such dec¬
laration shall not be required if
the securities have been registered
under the provision of any appli¬
cable Federal law. This section
also provides that any speculative
securities issued to officers, agents,
employees, salesmen or promoters
at less than the price offered to
the public or for any considera¬
tion other than cash shall be
placed in escrow for a period at
the discretion of the Commis¬
sioner not to exceed two years
but this provision does not apply
to the issuance or transfer of se¬

curities to registered dealers hav¬
ing unimpaired capital in excess
of $25,000 who have purchased
such securities pursuant to a firm
underwriting commitment. "

(10) Anew Subdivision (6) was
added to Section 4(b) to provide
that no applicant shall be licensed
as a salseman, nor any such li¬
cense renewed, unless such person
has first passed a written exami¬
nation administered by the Com¬
missioner, or unless such appli¬
cant presents proof satisfactory to
the Commissioner showing that he
has previously passed a similar
examination conducted by the
NASD, the New York Stock Ex¬

change, or any other examination
substantially similar to that given
by the Commissioner.

(11) Section 6'H, providing an
exemption for secondary market
sales by registered dealers, was
amended to add a requirement
that specified information regard¬
ing the securities be available in
either Moody's, Best's, Standard &
Poor's or Fitch securities manuals,
or any other recognized securities
manuals approved by the Com¬
missioner.

indiana

Section 11 of the Indiana Secu¬
rities Act was amended effective
May 1, 1959, to add provisions that
every application for registration
as a dealer shall be accompanied
by:
(1) a financial statement which

shall accurately reflect the net
worth of the applicant and
(2) a corporate surety bond in

the sum of $25,000 by a surety
company authorized to do business
in the state, conditioned upon
faithful accounting of all secu¬
rities entrusted to such registrant,
and filed in the office of the Sec¬

retary of State and approved by
the Secretary of State before filed:
but all brokers or dealers who
are either members of an ex¬

change registered with the Secu¬
rities and Exchange Commission
or are members of the NASD shall

be exempt from . furnishing the
bond. " ' '-j

iowa

Amendments to the I°wa Se¬
curities Act effective July 4, 1959,
made the following principal
changes:

(1) The definition of "sale'! in
Subdivision (3) of Section 502.3
was amended to distinguish an
"offer" from a "sale."

(2) The definition of "dealer"
in Subdivision (4) of Section
502.3 was amended to exclude
purchasers of securities from the
issuer thereof/

(3) In Subdivision (1) of Sec¬
tion 502.4 provision was added to
exempt securities issued by, or
the principal and j. interest * of
which are guaranteed by, the
Dominion of Canada or an y.

province therepf, or any political ,
subdivision, or by ; any agency.
controlled or supervised by and
acting: as,-<ah~,instrumentality of
any of the foregoing. , . . v ;

(4) Subdivision (3) of Section
502.4 was amended to change the
standards!" for* eligibility for ex¬

emption from registration for se¬
curities of railroads or other pub¬
lic service utilities;

(5) In Subdivision (4) of Sec¬
tion 502.4 a provision was added,
to exempt from registration se¬
curities issued by corporations
organized exclusively for religious
purposes.

(6) Subdivision (8) of Section
502.4, exempting common stock
outstanding for a, period of not
less than five years, except com¬
mon stock registered with the SEC
during the five years preceding
the sale, was amended by striking
the exception.

(7) Subdivision (4) of Section
502.5 was amended (a) to make it
clear that the exemption for
transactions with existing security
holders includes holders of con¬

vertible securities, non-transfer¬
able warrants or transferable

warrants exercisable within 90

days and (b) to except a standby
commission from the condition
that no commission or remunera¬

tion be paid or given in transac-

STEADY GROWTH IN A GROWING AREA
1948-1958— Ten Years of Steady Progress
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Operating Revenues up
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82%

97%

101%
*NormaIized as to deferred Federal Income Taxes and as to

hydro generation.
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tions exempt: under the^subdivi-
■ sioni .• 7 ■'' - r ■ '

(8) Subdivision (12) of Section
: 502.5 was amended to exempt any
- offer or sale by registered dealers
of an outstanding security at a

- price reasonably related to the
current market price if specified
in formation about the issuer is

t published in a- recognized manual
7 of securities (the amendment also
"j eliminated a provision that the
exemption does not apply to
shares outstanding not less than

: three years or registered with the
SEC during the preceding three
years). ; 77 ' /.' *:

(9) A new Subdivision (13) was
I added to Section 502.5 to exempt
any transaction by a registered
dealer, not directly, :qp indirectly

- for the benefit of th§ issuer, pur¬
suant to an unsolicited order or

offer to buy (but the-Commis¬
sioner: may/by rule; require that
customers -acknowledge upon a

specified form that the transaction
was unsolicited and that a signed
copy of the form be preserved by

. the dealer for a specified period).

(10) A new Subdivision (14)
'

was added to Section 502.5 to

exempt any offer (but;not a sale)
7 of a security for which a registra¬
tion statement has been filed
under the Federal Securities Act

of 1933 and an application for
-registration has been filed under
the Iowa Act (if no stop order or

refusal order is in effect and no

public proceeding or examination
looking "toward such an order is

pending under either act), 7
(11) Section 502.7 was amended

to authorize the registration of

securities; meeting specified re¬

quirements by a simplified pro¬

cedure of registration by notifica-
tion. . '

. : -.

(12) Section 502.11 was amend¬

ed to increase the fee for registra¬
tion and renewal .of registration

from $25 to $50 for dealers and
from $3 to $5 for salesmen.' ' r;

KANSAS

Section 10 (exempt securities)
of the Kansas Securities Act was
amended effective April 1, 1959:
(1) to insert in Subsection (h)

a provision exempting securities
issued for fire-protection or fire-
fighting purposes.

(2) to insert in Subsection (i),
exempting commercial paper, a
proviso that the exemption shall
not apply to investment certifi¬
cates or thrift notes sold or offered
for sale to the public by loan or
investment companies.

(3) to include in Subsection (j)
a provision to exempt any invest¬
ment contract issued in connec¬

tion with a self-employed per¬
son's .•retirement plan (if the
commission is notified in writing
30 days before the inception of the
plan). 7 77.77 7 7

MINNESOTA

Section 80.06 of the Minnesota
Securities Act (exempt transac¬
tions) was amended effective
April 17, 1959, to exempt sales by
licensed dealers or brokers of se¬
curities theretofore sold and dis¬
tributed - to the public if such"
securities are sold at prices rea¬

sonably related to current market
prices of such securities, specified
information is available in

Moody's, Fitch's or Standard and
Poor's securities manuals or other

recognized securities manuals ap¬

proved by the Commissioner, and
the securities meet certain other

requirements.

NEBRASKA

Section 81-348 of the Nebraska
Securities Act was amended effec¬
tive Feb. 24, 1959, to extend from
three to five years the period
within which a purchaser of se¬
curities may enforce the liability
of a broker or salesman who has
sold such securities without a

license.

NEW MEXICO

The New Mexico Securities Act
was amended effective June 12,
1959, to re-enact the sections to
split them into shorter sections
and to provide the following
changes: ; >v-,.

... (1) Provisions requiring the
filing of a consent to service of
process as prescribed by Section
48-18-28 were inserted as Sub¬
section (J) of Section 48-18-19.2
relating to registration by notifi¬
cation, in Subsection (F) of Sec¬
tion 48-18-19.4 relating to regis¬
tration by coordination and in
Subsection (R) of Section 48-
18-19.6 relating to registration by
qualification.

(2) In Section 48-18-19.10; the
maximum fee for registration of
securities was increased from $200
to $400. 7:..
(3) The provision which previ¬

ously authorized the Commis¬
sioner to require a dealer to have
a minimum capital was amended
(a) to require in Section 48-18-
20.2 that the minimum capital
shall not be less than $5,000; (b)
to require in Section 48-18-20.3
that each dealer shall post a

surety bond in an amount re¬

quired by the Commissioner, not
]ess> than $10,000 nor more than
$100,000, and providing that in
determining the amount of bond
the Commissioner shall take into
account the risk to which the pub¬
lic is exposed, the capital, and the
ratio between net capital and ag¬
gregate indebtedness of the dealer.

(4) A provision was added that
applicants for registration as

salesmen, unless employed by a
dealer who has posted a bond,
shall post a corporate surety bond
in the amount of $5,000.

(5) In Section 48-18-20.14 the
registration fees were changed:

(a) to $100 for original registra¬
tion and $50 for renewal of
registration of dealers (previ¬
ously $30 to $50 depending on

the number of salesmen em- \ hation is required (previously
ployed). '7. , 7 . 7.; $10). •-; ■ ~

(b) to $10 for registration of a (c) to $50 for original registration
salesmen, or $20 if an exami- 7 .. ' Continued on page 66
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and $20 for renewal of regis¬

tration of investment advisors

(previously $30).

(6) InSection 48-18-22 (exempt
transactions) a new Subsection J
was added to exempt the issuance
and sale by a New Mexico Cor¬
poration of its securities if the
-number of security holders will
not exceed 25, or if the aggregate
amount raised (including prior
sales) does not exceed $50,000 if
the seller reasonably believes that
all buyers are purchasing for in¬
vestment and no commission or

other remuneration is paid for
soliciting any prospective buyer.
(7) Section 48-18-32 was

amended to increase the maxi¬
mum criminal penalty from one
to three years imprisonment.

HAWAII

Amendments to the Hawaii Se¬
curities Act effective May 21,1959,
included the following principal
changes:

(1) In Subsection (e) of Section

199-4, exempting securities issued
by insurance companies, an
amendment excludes from the

exemption annuity contracts, in¬
vestment contracts or similar se¬

curities under which the promised

payments are not fixed in dollars
but are substantially dependent

upon the investment results of a
segregated fund or account in¬
vested in securities.

(2) Section 199-4 (exempt se¬
curities) and Section 199-5 (ex¬
empt transactions) were amended
to provide that the exempt secu¬
rities and exempt transactions
described therein are exempt only
from the requirements of regis¬
tration of securities and for the
filing of advertising (however,
persons who engage only in cer¬
tain types of transactions are by
exemption excepted from the defi¬
nition of "salesman" and "dealer").

NEW YORK

The principal changes to the
New York Blue Sky Law in

CHARLES A. PARCELLS & CO.
Established 1919

Underwriters, Distributors and Dealers
in

Corporate and Municipal Securities

Members

DETROIT STOCK EXCHANGE

MIDWEST STOCK EXCHANGE

639 Penobscot Building

DETROIT 26

Telephone WOodward 2-5625 Bell System Teletype DE 206

McDONALD-MOORE & CO.
Municipal and Corporate Securities

1566 PENOBSCOT BUILDING

DETROIT

WOodward 3-9565

MEMBERS DETROIT STOCK EXCHANGE

MEMBERS MIDWEST STOCK EXCHANGE

FLINT

E. LANSING

GRAND RAPIDS

MUSKEGON

Baker, Simonds&Co., Inc.
Broad Midwestern Distribution Since 1920

MEMBERS OF NEW YORK AND DETROIT

STOCK EXCHANGES

Correspondent

Dominick & Dominick

Bnhl Building

Detroit

amendments effective Oct. 1, 1959,
are the following:

(1) Section 359-e was amended
so that (a) brokers and salesmen,
as well as dealers, must file reg¬
istration statements (this require¬
ment previously applied only to
dealers) if they offer, sell or pur¬
chase to or from the public within
or from this state; (b) registration
of brokers, dealers and salesmen
shall be for periods of 4 years

commencing Jan. 5, 1960, (regis¬
tration previously was for an in¬
definite period); (c) all registra¬
tion statements filed pursuant to
prior provisions of law shall re¬
main in effect until Jan. 5, 1960;
(d) there is imposed a fee of $25
for each broker-dealer plus $2 for
each partner, officer, director or

principal, $5 for each saleman's
statement and $5 for each supple¬
mental statement, such fees to
cover a 4-year period and to apply
on original statements and on re¬

newal; and (e) every partner,
officer, director or principal who
is named as such in a broker-
dealer statement and who shall
act as a salesman for such broker
or dealer shall not be required to
register as a salesman.

(2) Section 359-f (2), authoriz¬
ing the Attorney General upon

application to exempt from the
requirements for filing a "state
notice" and a dealer's registration
statement persons who are a

"dealer" solely by reason of trans¬
actions in specified classes of
securities, was amended to au¬
thorize the Attorney General also
to except (a) under Subdivision
(d) securities which are to be
sold in a limited offering to not
more than 40 persons (and the
Attorney General may grant an

exception for offering to more
than 40 persons when he deems
such an exception within the pur¬

pose of this subdivision) and (b)
under Subdivision (e) securities
issued in connection, with an em¬

ployees' stock purchase, savings
pension, profit-sharing, or similar
benefit plan.

NORTII CAROLINA

Section 78-19 of the North Car¬
olina Securities Act was amended

effective June 19, 1959, to require
that every applicant for registra¬
tion as a dealer or for renewal of
such registration shall be required
to be registered as a dealer with
the SEC, as a prerequisite to reg¬
istration in North Carolina, except
persons dealing exclusively in
bonds of the United States and its
states and municipalities.
An amendment to Section 78-4

of the act added a new Subdiviv
sion 13 to exempt:

"(13) The offer or sale by a do¬
mestic corporation of securities
issued by such corporation (a)
organized for the purpose of pro¬
moting community agricultural or
industrial development of the area
in which its principal office is
located and (b) approved by reso¬
lution of the county commis¬
sioners of the county in which its
principal office is located, and if
located in a municipality or
within two miles of the bounda¬

ries thereof, by resolution of the
governing body of such munici¬
pality, and (c) no commissions or
other remuneration is paid or

given for or in connection with

the sale or other disposition of
such securities."

NORTII DAKOTA

Amendments to the North Da¬
kota Securities Act, effective July
1, 1959, included the following
principal changes:

(1) Subdivision 3 of Section
10-0405, which previously ex¬
empted securities issued by an
insurance company subject to
supervision by an agency of the
State of North Dakota, was
amended to exempt only policy
contracts of such companies.
(2) Subdivision 8 of Section

10-0406, exempting sales by reg¬
istered dealers of securities there¬
tofore sold and distributed to the

public, was amended to impose
additional conditions, including a

requirement that specified infor¬
mation be available in Moody's
Fitch's, or Standard and Poor's
security manual or any other rec¬
ognized manual approved by the
Commissioner.

(3) Section 10-0408 was amended
to require the filing of additional
information in registering securi¬
ties by qualification.
(4) Section 10-04081, providing

the grounds for denying registra¬
tion of securities, was amended
to provide additional grounds for
denying registration of securities
and to provide additional author¬
ity to the Commissioner with re¬

spect to the registration of secu¬
rities.

(5) A new Section 10-04082 was
added to provide that no advertis¬
ing matter pertaining to any secu¬
rities registered under the act
shall be published or circulated
until approved by the Commis¬
sioner.

(6) Section 10-0410, relating to
the registration of dealers, was
amended to provide that the Com¬
missioner shall require an indi¬
vidual bond or a deposit of cash,
or other properties in such amount
as he shall deem necessary to
protect purchasers when there is
taken into consideration the vol¬
ume of business engaged in by
the applicant and the number of
salesmen employed by the appli¬
cant.

(7) Section 10-0411, relating to
the suspension or revocation of
registration of dealers, salesmen
and investment counselors, was
amended to add in Subdivisions 6

through 11 additional grounds for
such action and to authorize the
Commissioner to require any reg¬
istered dealer, salesman or invest¬
ment counselor to make and keep
such accounts, correspondence,
memorandum, papers, books and
other records as he deems nec¬

essary.

(8) Section 10-04121 creates a
Board of Review, composed of the
Attorney General, the Secretary
of State and the Manager of
Banking of North Dakota, which
shall consider appeals from final
orders by the Securities Commis¬
sioner.

(9) Section 10-0415 was amended
to expand the definition of fraud¬
ulent practices. Section 10-0418
was amended to change the crimi¬
nal penalty to a fine or imprison¬
ment for not less than 3 months
nor more than 5 years (previously
imprisonment was for not more
than one year).

OKLAHOMA

The Uniform State Securities
Act, with modifications, was
adopted in Oklahoma effective
July 17, 1959.

OREGON

Section 59.200 of the Oregon
Securities Act (relating to the
registration of securities in the
hands of the public or issued by
stock split up or stock dividend)
was amended effective Aug. 5,
1959, to make clarifying changes
and to provide maximum regis¬
tration fee of $500 in connection
with such registration. ^

RHODE ISLAND

An amendment to Section 7-11-2
of the Rhode Island Securities
Act, effective Oct. 1. 1959, pro¬
vided that the Director shall re¬

quire any applicant for registra¬
tion as a broker or salesman to
submit to a written; or oral
examination, or both, !'to show
the applicant's knowledge of read¬
ing, writing, spelling, elementary
arithmetic and securities in gen¬

eral."
An amendment to Section

7-11-12 raised the fee for regis¬
tration of brokers and dealers
from $25 to $100 for original reg¬
istration and $75 for the renewal,
and raised the fee for registration
of a salesman from $2 to $10 for
original registration and $5' for
renewal.

SOUTH DAKOTA

Section 55.1913 of the South
Dakota Securities Act, requiring
a bond by agents in such amount
as required by the Commissioner,
not exceeding $5,000. was amend¬
ed effective March 16, 1959, to
provide that the bond may be a
continuous bond with the whole
penalty of the bond liable' for
each license year and that, the
surety may cancel the bond as to
future liability by giving 30 days
written notice to the Commis¬
sioner and to the licensee. k

TENNESSEE

The Tennessee Securities • Act
was amended effective March 20,
1959, and the following were the
principal changes: *

(1) Section 48-1602 v/as amend¬
ed to add definitions of "Director"
in Subdivision (K), of "Promo¬
tional Securities" in Subdivision

(L) arid of "Speculative Securi¬
ties" in Subdivision (M).
(2) Subdivision (f) was added

to Section 48..1608 (1) to require
the notice of intent to sell filed
with the Commissioner to include
the names of other states in which

filing has been made or will be
made and the names of states
where filing has been voluntarily
withdrawn or denied.

(3) Subdivision (m) was added
to Section 48-1608 (2) to require
the prospectus filed with the
Commissioner to contain any and
all information relative to promo¬
tional interests, stock ownership
and the escrow of the proceeds
which the Commissioner may

deem necessary and material in
connection with the securities be¬

ing registered.
(4) Subdivision (5) was added

to Section 48-1608 to require that
a printed prospectus containing
all the information in the pro-
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spectus filed with the Commis¬
sioner and approved for use by
the. Commissioner-, must be used
in connection with all sales of
securities registered under the act
unless otherwise waived fey order
of the Commissioner.
v

(5) Subdivision (c) of Section
48-1619, exempting securities is-
*sued by1 an insurance company,
was deleted

- (6) Subdivision . 8:. of Section
48-1625 was amended to authorize
<the Commissioner to require that
a written examination be given

•- to applicants on the fundamentals
of securities analysis in order to

' determine, an applicant's training
•or experience^ to act as a salesman
•of securities in the state, as well
as to determine his knowledge
and understanding of the Tennes¬
see Securities Act,

(7) Section 48-1629 was amend¬
ed to add-in Subdivisions (10) and
; (11) additional grounds for revok¬
ing or suspending the registration

. of dealers and salesmen.

(8) Section 48-1648, providing
penalties for violations, was
amended to delete the word "will¬

fully" from the provision that
J "Any person who shall willfully
violate a n y provision of this

'

chapter or any order issued by
the Commissioner . . ,

(9) A new Section was added to
provide that no advertising mat-

, teT containing or constituting an
offer to sell any securities regis¬
tered under the act shall be pub-

• lished or circulated unless and
until submitted to and approved

•

by the Commissioner.
(10) A new section was added

to the act to impose special provi¬
sions on promotional and specula¬
tive securities.

(11) A new section was added
to provide that all investment
companies and securities dealers

. shall be subject to examination
by the Commissioner or his repre¬
sentative at any time in the man¬

ner now provided for examination
of insurance companies. The cost
of such examination shall be

borne by the examinee, provided
that not more than two such ex¬

aminations shall be charged for
in any one year and where more
than one such examination is

• made in the same community in
the same week, the actual travel¬
ing expenses of the examiner shall

be pro -rated between such
examinees. .

TEXAS

Section 5 of the Texas Securi¬
ties • Act (exempt transactions)
was amended effective April 23,
1959, to add a new subsection
exempting: -

%"Q. The sales of interests in and
under oil, gas orrmining leases;,
lees or titles, or contracts relating
thereto, where (1) the total num¬
ber of sales by any one owner of
interests, whether whole, frac¬
tional, segregated or undivided in
any single oil, gas or mineral
lease, fee or title, or contract re¬
lating thereto, shall not exceed 35;
within a period of 12 consecutive
months and (2) no use is made of
advertisement or public solicita¬
tion; provided, however, if such
sale or sales are made by an agent
for such owner or owners, such
agent shall be licensed pursuant
to this Act. No oil, gas or mineral
unitization or pooling agreement
shall be deemed a sale under this
Act." " '■'l ■■'' •' • •' • * 'j-

WASHINGTON

The M^r.jf .v;- un fo^■* State Se¬
curities Act was adopted, with a

few changes, effective June 11,
i qsq ' '• \

WISCONSIN

The Wisconsin Securities Act

was amended (1) in Subdivision
(21) of Section 189.07, exempting
sales of interests in. investment
clubs! meeting specified require¬
ments, to change a requirement
that all members continue to re¬

tain equal interests in the fund by
substituting a requirement that
the financial interests of each
member in the club does not have
to be equal, but the members
must have equal voting powers

and (2) to modify a requirement
regarding the filing of pro¬
spectuses.

APPENDIX B

Conclusions in the Report of the
Options and Warrants Committee
of the North American Securities
Administrator's Adopted at Atlan¬
tic City in September, 1959
This committee concludes that

the present Statement of Policy as
a general principle is well ad¬
vised and that it should be re¬

affirmed in its present form.
However, this committee be-

lives that as a practical working
tool, this Statement of Policy is
at times inadequate and that

without some practical standards
or guides it will either be used
too rigidly, as evidenced by some
states .uniformly prohibiting
options in each and every case, or
too loosely such as states permit¬
ting options to an unconscionable
and inequitable degree. This com¬
mittee further believes that with¬
out some specific guides or stand¬
ards the original intentions of the
Statement may be lost.
. , Accordingly, ■ t h i s committee
suggests the following standards
or guides for the use of adminis¬
trators in determining whether
the issuance of. stock options
under the Statement of Policy is
justifiable: , • ■

- (1) That options to management
in the nature of restricted stock

options for incentive purposes, be
enerally looked upon favorably
if reasonable in number and

method of exercise.

(2) That options to employees,
or/ their nominees, pursuant1 to
stock purchase plans or profit
sharing plans, if reasonable in
number and method of exercise,
be generally looked upon fa¬
vorably.
(3) That the Statement of Policy

be given a liberal interpretation
as to options or warrants issued
to underwriters in connection
with a public offering price, if:
(a) They are issued to the manag¬

ing underwriter under a firm
underwriting agreement and
are not assignable or trans¬
ferable;

(b) The number of shares covered
by all the warrants or options
do not exceed 10% of the se¬

curities to be outstanding at
the completion of the offer¬
ing;

(c) The initial exercise price of
the options is at least equal
to the public offering price
with a "step-up" of the exer¬
cise price of 10% each year

they are outstanding;

(d) The options or warrants do
not exceed live years in dura¬
tion and are exercisable no

sooner than one year after
issuance, and,

(e) The options or warrants are
issued by a relatively small
company in the promotional
stage where it appears from
all of the facts and circum¬
stances that the issuance of
such options is necessary to

. i-UJ O:
since 1887

^
'/Xv/vs/wfrsy?.
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private placements of securities
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obtain competent investment
banking service, provided that
the direct commissions to the
underwriters are lower than
the usual and customary com¬

missions would be in the ab¬
sence of such options or war¬

rants;

(4) That in those states where
it is necessary to include the value
of the options 4n the computation
of commissions the market value
of such options, if any,-be used.
That in those.cases where no mar¬

ket value exists an arbitrary value
of 20% of the original • exercise
price of options be-used/unless
evidence indicates that a contrary
valuation exists.

(5) That the same tests be ap¬

plied to options issued by "selling
shareholders" as has been recom¬

mended . herein, unless evidence
indicates that the selling share¬
holders are so separated from the
corporate entity and so lacking in
control of the corporate entity as
to require more liberal treatment.
This committee report empha-r

sizes that the foregoing standards
or guides are recommended only
as a tool .to assist the individual
administrator when working with
the Statement of Policy, and in no¬
wise in any way binds any mem¬
ber state or province to accept
sucH standards or guides adminis¬
tratively. Itrris! -strongly recom¬
mended that these guides be used
in the light of*'facts , and circum*
stances and :,that rigid adherence
to these guides and Standards
should * not. be used v if the net

-

s Continued on page 68
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result would give rise to inequities
to existing shareholders.

*

Respectfully submitted3
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FNMA's Exchange
Of Bonds forMtges
Well Received
The recent plan under which

the Federal National Mortgage
Association made available a part
of its Government portfolio (Man¬
agement and
Liquidating
Functions) of
4% VA mort¬

gages in ex¬

change for
U. S. Treasury
2%% bonds,
I nvestme n t

Series B, 1975-
1980, was well
received, ac¬

cording to
data released

December 4

by J. Stanley
Baughman,
FNMA Presi¬
dent. All offers were required to
be submitted by December 1.
The average exchange price of

the offers that were approved was

$102.03 of face amount of bonds
for each $100.00 of unpaid princi¬
pal amount of mortgages to be
acquired. Such offers, aggregating
$188,328,000, included a high of¬
fering price of $105.13, a low of
$101,125, and an average of $102.03.
Mr. Baughman said that bond¬

holders whose offers have been

approved are being notified. Ar¬
rangements will then be made to
consummate the individual ex¬

changes.
On an overall basis, 236 offers

totaling $282,881,300 were received
from 125 different bondholders.
Of these bondholders, 41 were

savings and loan associations, 34
were savings banks, 26 were in¬
surance companies, 12 were com¬
mercial banks, 7 were other types
of bondholders, and 5 were indi¬
viduals.

Opportunities for Private
Investments in India

J. Stanley Baughman

Continued from page 19
as soon as we could, to the task
of the economic regeneration of
the country. In 1950 we esta¬
blished the Planning Commission
with the object of assessing the
economic needs of India and the
resources available to meet them
and to draw up blueprints for
economic progress. The first
Indian Five Year Plan started

functioning in 1951, the second in
1956 and the third is now in the

process of preparation.

Explains India's Economic
Planning

Before Idescribe to you the
content of these plans, it might
be as well to explain the proc¬
esses and nature of Indian eco¬

nomic planning. The term Five
Year Plan tends in the United
States to conjure up a picture of
totalitarianism, of regimentation,
of bureaucracy and forced labor.
It connotes decisions taken by a
few people at the top which are
then ruthlessly carried out, no
matter what the cost is to the in¬
dividual. Planning in the frame¬
work of a democracy is, however,
entirely different. For one thing,
the Indian plan is prepared after
the widest possible consultation
with State governments and the
representatives of private indus¬
try. It is then published and dis¬
cussed throughout the nation and
is finally adopted in Parliament
by the freely elected representa¬
tives of the people.
The Indian plan is not a rigid

framework which can in no cir¬
cumstances be altered. Nor does

it overlook the importance of ap¬

propriate incentives, through the
media of fiscal and monetary
policy, and it operates through the
mechanism of the market. It is
intended to serve as a guide-line
to indicate the directions in which
the economy should move and it
sets out a series of targets of pro¬
duction and for the provision of
social services. The Plan is not

only for the public sector but also
for the private sector; and in so
far as the industrial activity of
the private sector is within the
framework of the plan—which it
must be remembered is made with
the full consent and cooperation
of the private industrialists—the
government helps them through
every means in its power.

The justification for planning in
a poor country is so obvious to us
that we tend to be surprised at
anybody questioning the necessity
for it. There is no well-run in¬
dustrial enterprise which does not
have a planned program of devel¬
opment so as to avoid wasteful
expenditure and wasteful use of

resources. Similarly, in a poor
society, where resources are short,
it is imperative that whatever is
available should be used to the
maximum advantage and waste
should be minimized. We do not
have wealth to squander on in¬
essentials and we must concen¬

trate whatever we have on the
highest priorities. That really is
the essence of planning and its
justification in poor societies is
becoming increasingly recognized.
The first Five Year Plan re-'

suited in an investment of $6 bil¬
lion in five years—about the same
amount the United States invests
in a single month. Of this roughly
$3 billion was in the public sector
and a similar amount in the priU
vate sector. At the commencement
of the Plan the per capita income
of India was $52 per annum. By
the end of the plan period produc¬
tion had increased by 18% or at
the rate of 3.5% per annum and
per capita income had gone up to
$58 which meant an increase of
about 2% per annum. There was
during this period no rise in prices
and we got very little foreign
assistance.

An Over-Ambitious Plan

It soon became clear, however,
that the rate of progress in the
first plan was too slow not only
for the achievement of a viable

economy but also to keep the In¬
dian society politically and so¬
cially stable. We were not fulfill¬
ing the demands created by the
revolution of rising expectations
and we had to go faster if we were
not to come to grief. Further¬
more, the plan disclosed that there
were certain structural weak¬

nesses in the economy, namely
that it produced practically none
of the basic materials required for
economic development. We pro¬
duced a little more than a million
tons of steel, no heavy machinery,
just about 7,500 tons of aluminum,
very little fertilizer, only 10% of
our oil requirements, and few
drugs and chemicals. If the econ¬

omy had to be developed, whether
in the agricultural or in the in¬
dustrial field, practically every¬
thing required for its development
had to be imported. Nor was it
possible to increase either the pro¬
duction or the sales of our tradi¬
tional export items in the short
run to enable us to find the for¬
eign exchange for all these re¬

quirements.
The Second Plan was, therefore,

aimed at an investment of a little
over $13 billion of which about
$8 billion were to be invested in
the public sector and $5 billion in
the private. Though the allocation
for agriculture was substantially
greater than in the First Five

p
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Year Plan, the relative share of
industry was increased. The Plan
envisaged an increase in total na¬
tional income of 25% and an in¬
crease in the per capita income
from $58 to $68 per annum. This
attempt to increase the per capita
income by 20 cents a week is
sometimes called over-ambitious

by our foreign critics. There could
not be a greater misuse of lan¬
guage for at this rate it would
take us 35 years since planned de¬
velopment began in India to raise
our per capita income to $2 a
week.

80% of Capital Internally
Generated

The Second Plan has still 16

months to run its course. But the
indications are that while the tar¬

gets for investment in money
terms will be achieved, it will fall
short in real terms by 18 to 20%
because of some rise in Indian

prices but mostly in foreign prices.
The rate of increase of total na¬

tional income is likely to be once

again no more than 3.5% per an¬
num and though certain targets
Of production will be achieved
and some even exceeded, there
will be a shortfall in many others.
Further, in spite of the fact that
taxation has increased by no less
than 60% over the last 5 or 6

years and that savings have been
encouraged in every possible way,
we are not likely to finance more
than 80% of the investment dur¬
ing the Second Plan period from
domestic resources, the remaining
20% having to come from outside
mainly in the form of loans and
substantial amounts in the form
of surplus American agricultural
commodities. However, though we
will probably fall short of our

targets, great progress will have
been made in strengthening the
basic sectors of the economy and
the fact that we will now produce
much of the steel, fertilizers,
chemicals, machinery and trans¬
port equipment that we need, will
make it less difficult for us to

develop further.
The Third Five Year Plan which

will commence its term in 1961 is
now under preparation and the
objectives that guide us are fairly
clear. The first and foremost ob¬

jective is to make India as soon

as possible into a viable, self-
reliant and self-generating econ¬
omy which can generate what is
required for its further develop¬
ment from its own resources. This
is our objective because we wish
to be independent not only polit¬
ically but economically as well.
The taking of government-to-
government aid is to us as un¬

pleasant as is the giving of it to
most governments, and we wish
that this situation in which we are

dependent on the goodwill of for¬
eign governments for even a mod¬
icum of economic development
should end as soon as possible.
We do not wish to be a burden on-

the comity of nations for one

moment longer than is absolutely
necessary. We wish ourselves to
return to the world what we have
taken from it (and what we will,
unfortunately, have to continue to
take) by expanding the aid we al¬
ready give to our neighbors.

India Wants Private Capital

Fortunately, the ideal of a self-
generating economy, of reaching,
in Professor RostOw's terminology,
the point of ''take-off" seems, on
a realistic assessment, to be within
our grasp in the foreseeable fu¬
ture. There are many factors
which are required for economic
growth and the chief among them
are a stable government, an ef¬
ficient and honest administration,
managerial a n d organizational
ability, technical competence and
capital. These must all be present
before a country can develop its
economy. All underdeveloped
parts of the world are short of
capital but by no means all of
tnem possess the other requisites
of economic growth. India is for¬
tunate that, through the operation
of the historical factors, of which
I have spoken earlier, and experi¬
ence in large scale developmental

operations in the last 10 years, it

possesses in sufficient quantity fill
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of these factors of growth other
than capital.
What is holding up India's de¬

velopment is, therefore, the short¬
age of capital and of nothing else.
This capital we intend to raise, as
far as we possibly can, through
our own sacrifices, by taxing our¬
selves to the limit and by limiting
consumption. But for the next ten
to twelve years we see no escape
from having to rely to the extent
of roughly 20% of our needs on
external capital.

We neither desire nor expect
that all the foreign capital we
need should or will come to us

on a government-to-government
basis. We recognize that private
foreign investment can play a
very important part in meeting
our need of foreign exchange and
ill the development of the coun¬

try. We are, therefore, taking
every possible step to encourage
private foreign investment and to
give to it the climate and the con¬

ditions in which it can work. The
more money we can raise through
direct foreign investment, and the
more we can tap the private in¬
vestment market by way of flo¬
tations of public and private loans,
the less will be our demands on

the taxpayers of the world (Which,
as I have indicated, we would like
to keep to the absolute minimum,
i Unfortunately, so far we have
not had great success in attracting
private foreign investment. The
total foreign business investment
in India at the end of 1957 was

just about $1.2 billion, of which
the British share was just under
75%, while the American share
was only 10%. Private foreign
investment is, no doubt, increasing
but at a painfully slow rate. In
1957 fresh foreign investment, in¬
cluding the reinvestment of prof¬
its, was $35 million, and of this
the United States' share was $21
million, or 60%.

India Respects Private Capital
For this paucity of investment

we are ourselves partly to blame.
We have not made known ade¬

quately our attitude to private
foreign investment and we have
perhaps not made sufficient effort
to correct certain wholly mis¬
taken images which have been
formed in the American mind,
due largely to the use of the words
"socialist pattern of society" in
describing the objective of eco¬
nomic policy in India. May I say
quite categorically that we believe
that private foreign capital is es¬
sential and desirable for the de¬

velopment of our country and
that we recognize that if it is to
operate three basic conditions
should be fulfilled; first, that it
should have security, second that
it §hould have an opportunity of
making profits and third, that it
should be able to remit its profits
and its capital to the country of
its origin.
In regard to the security of

capital, the Government of India
have repeatedly stated at the
highest possible levels that they
do not believe in nationalization

for its own sake, that they have
no intention of nationalizing any

existing industry or units of in¬
dustry, that if at any time for
any particular reason any indus¬
trial enterprise is nationalized
full and eauitable compensation
will be paid. There are proposals
annually made in Parliament by
the Communist opposition that this
cr that industry should be nation¬
alized. The Government line is

invariably the same, viz., that na¬
tionalization does not add to pro¬
ductive capacity, and that, there¬
fore, if the Government of India
had any surplus resources it
would invest them in new pro¬
ductive enterprises rather than
squander them in taking over ex¬

isting ones.

Further, Article 31 of the Con¬
stitution of India lays down that
no person will be deprived of his
property without the payment of
compensation. If ail this were not
sufficient, the Government of

India are in the process of enter¬
ing into an agreement with the
United States Government ena¬

bling the I. C. A. Expropriation
Guarantee Program to operate in
India. Under this agreement,
Aimerican investment in India
will become as safe in theory as it
is in practice. [Ed. Note: The
agreement became effective Dec. 7,
1959.]

Says Opportunities for Profits
Are Enormous

As to profits, those of you who
have any experience of India
would bear me out that the op¬

portunity for profits for any rea¬

sonably well-managed concern is
enormous. Demand is continuous¬

ly and rapidly rising and*.rthe
market is virtually completely
protected for with our present
shortage of foreign exchange,
which will continue, we have per¬
force to limit our imports to those
commodities which are essential
and are not produced in India.
Not content with the natural ad¬

vantages which any industrial en¬
terprise has in conditions of this
kind, the Government of Iiiclia
give very substantial tax privi¬
leges to new enterprises, including
a tax holiday for the first five
years for all profits up to 6%, a

special development rebate, and
accelerated depreciation allow¬
ances, which enable concerns to
amortize as much as 85% of their
capital in five years.

Furthermore, there is no danger
of unfair competition whether
from government enterprise or

from private Indian enterprise.
Once foreign capital has come in,
it is treated in all respects on the
same basis as Indian capital; all
the privileges and concessions
given to Indian concerns are

equally given to foreign ones as
well and there is no discrimina¬
tion. Further, all government en¬

terprises are subject to the same

laws, rules and conditions as are

applicable to private enterprise.
All governmental industrial con¬
cerns—of which, incidentally there
are as yet not many—are organ¬
ized as companies under the Com¬
panies Act and are subject equally
with private enterprise to the rig¬
ors of the Income Tax Act, the
Factory Act, the Labor laws, and
all the regulations that govern

private industry.
As to the transferability of prof¬

its and dividends, India has the
unique record in the underde¬
veloped world of never having re¬
stricted their remittance. There
never have been—nor has there
been any desire to impose—any
restrictions of any kind on the
free remittance of all profits and
all dividends, irrespective of
amount or of rate. Even more, we
do not in any way restrict the re¬

patriation of capital. The foreigner
can take out not only the initial
capital he puts in or reinvested
but the capital gains he may make
on the sale of his property freely,
at any time and in any amount.
The Indian record in this regard

is not the only safeguard: India
Continued on page 70

Dealers

in

OBLIGATIONS

of the •

UNITED STATES GOVERNMENT

AND ITS INSTRUMENTALITIES

BANK, UTILITY, AND INDUSTRIAL

COMMON STOCKS

Underwriters

and

Distributors of

MUNICIPAL, UTILITY, AND INDUSTRIAL

BONDS

BANK, UTILITY, AND INDUSTRIAL

STOCKS

* '• '
. • "

J. S. Strauss & Co.
155 MONTGOMERY STREET • SAN FRANCISCO 4

Telephone EXbrook 2-8515 #

Bell Teletypes-SF 61, SF 62

DIRECT WIRES

New York City: Laird, Bisseii & Meeds • Los Angeles: Stern, Frank, Meyer & Fox
Dallas: First Southwest Company

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



70 (5274) The Commercial and Financial Chronicle . . . Thursday, December 17, 1959

Opportunities for Private
^

Investments in India
Continued from page 09
is a party, as far as American in¬
vestments are concerned, to the
convertibility guarantee program
of the I. C. A. and the American
investor can easily insure himself
against the risks of inconvertibil¬
ity.

o. Semantics of Socialism

P Let not also the phrase socialist
pattern of society frighten you
away. It is increasingly becoming
clear that the word socialism has

Very different meanings in India
and in the United States. What
we mean by socialism is, in es¬

sence, that the benefits of the eco¬
nomic development of society
should not be limited to the few
but should be distributed to t- e

many, that the common man

should, as soon as possible, have
a basic minimum, that economic
power should not be concentrated
in the hands of a few and that the

inequalities of incomes should be
kept to the minimum consistent
with the provision of monetary

incentives. Positively what we

mean by socialism is that the State
should take a positive and vigor¬
ous role in the expansion of eco¬
nomic development without any

dogmatic prohibition about its en¬
tering the industrial field where
such entry may be necessary for
the common good, whether be¬
cause of the absence of private
enterprise or otherwise.

This does not also mean that all
the productive capacity of the
country should be owned by the
State. Agriculture which employs
more than 70% of our people is
wholly within the private sector
and so. are the small-scale indus¬
tries. More than 90% of our fac¬

tory industries are - owned and
operated by private businessmen,
a proportion much higher than in
many countries of Western Eu¬
rope. To make another compari¬
son the share of the Government
in the Indian national income is
around 10% compared to 20% in
the United States itself.
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Government of India is often
known as and can perhaps best be
described as a mixed economy.
The economy is called mixed be¬
cause the state has taken upon it¬
self the responsibility for the de¬
velopment of certain sectors while
the others are left to development
by private enterprise. The future
course of industrial development
is clearly outlined in the Indus¬
trial Policy Resolution of 1956 and
this too underlines the objectives
of a mixed economy. Industry has
been'divided into three catego¬
ries; category A being that for the
development of which the state is
responsible; category B being that
in the development of which the
state as well as private entrepre¬
neurs may put up enterprises, the
remainder being wholly the re¬

sponsibility of the private sector.
There are 17 industries in cate¬

gory A and 12 in category B.
Category A includes defense in¬
dustries and those related to de¬
fense, industries in the nature of
public utilities and transport such
as railways, telephones, airlines
and power; and then certain basic
industries which, in any event, are
too large for Indian private en¬

terprise to handle, the most prom¬
inent of which is iron and steel.
The second category includes
items of great importance to the
national economy but which it
may be well within the capacity
of private industry to establish;
examples are the manufacture of

aluminum, synthetic rubber, and
alloy and tool steel.

These lists are not meant to be

water-tight and the State may
even in the case of category A
industries agree to the participa¬
tion of private interests whether
domestic or foreign. Taking the
whole area of potential industrial
development together, there can
be no doubt that there is a vast
field open to private investment
both domestic and foreign.
In the ultimate analysis, the

proof of the pudding is in the eat¬
ing and it is an undeniable fact
that private investment in India
has grown tremendously in recent
years at a time when public
investment has also increased con¬

siderably.,. As we see it, the de¬
velopment of the public and pri¬
vate sectors is a mutually com¬
plementary process producing in
the aggregate the greatest national
good, and the precise roles to be
assigned to each in the national
endeavor is a matter of debate,
discussion and judgment rather
than of ideological predilection for
the one or the other.

The picture of India that in
short I would wish to leave with
you is that of a vast and very poor
country, which has been left be¬
hind in the race for economic der
velopment, endeavoring to raise
itself by its bootstraps and not
willing in the endeavor to sacri¬
fice the values of human dignity
and liberty which it holds dear. In
this effort it has many advan-.
tages—advantages of character,
competence, sophistication and
determination, of extraordinary
leadership and of the willingness
to sacrifice for the national good.
It has also many disadvantages
the principal one being that very
poverty which it seeks to remove.
It has not much time to achieve
its objectives and foreign help in
their achievement will shorten the
time and lessen the sacrifice. And
on whether or not India does
achieve her objectives may well
depend the future course of hu¬
man historv.

Report of IBA Industrial
Securities Committee;

Continued from page 45
was designed to reach a speed of
2,000 miles an hour and fly at an

altitude of 70,000 feet. The Air
Force had spent some $150 million
in the development of this air¬
plane. Advances in missiles gave
them priority over this planned
interceptor fighter plane.
'

The emphasis has shifted away
from the design and production of
airframes with engines, landing
gear, radio and the gunnery that
goes with the airplane. There has
evolved a variety of new weapon

systems most of which are still in
various stages of development.
Electronics with its little black
boxes have now become the vital

part of the airplane system. In
another direction, however, mis¬
sile development centered around
electronics for guidance and con¬

trol requires, in addition to the
mechanism inside the missile it¬

self, elaborate guidance and con¬

trol equipment in ground facili¬
ties. It is estimated that military
spending on missiles will be ap¬

proximately the same as on air¬
craft. Expenditures on the latter
amount to $6.2 billion this fiscal

year while the amount being
spent on missiles is currently $3.8
billion. Thus, expenditures for
missiles will approximately
double.

One of the most important fac¬
tors responsible for the high rate
of national defense expenditures
is the necessity of maintaining
even in modified form existing
facilities and weapon systems
whether for aircraft or naval
vessels. Missile development does
continue and is being enlarged.
The significant thing is that elec¬
tronics is utilized in every phase
—old or new—and to an increas¬

ingly greater extent in the arsenal
of defense. Todays store of weap¬
ons require an increasingly

•I

greater amount of electronic gear.
This is evidenced by the fact that
at the end of World War II ap^
proximately 15% of military pro-j
curement consisted of electronic^
equipment. It has now doubled toi
about 30% of the total. Total de-f
fense expenditures for electronics-
will amount to $4.7 billion this
year and are expected to grow to-
$7.8 billion by 196*5.
The change in methods of war¬

fare or defense is as revolutionary
on the water as in the air and pn

land. The U. S. Navy is now un¬
dergoing a change as great as that
from canvas to steam. Apart from;
the far reaching significance of:
the. utilization of nuclear power*,
the change is not only one of ships'
and tactics, but also of weapons.,
The Polaris missile which is fired*
from a submarine under water i^.
capable of hitting a target up to.
a range of 1,500 miles. A new,
navigation system makes it pos-J
sible to pinpoint its target. Very,
recently the Navy asked that it^
program for Polaris missile subr,;
marines and their weapons for the£
fiscal year beginning in 1960 be
increased from the $600 million^
figure this year to $1.9 billion^
Since this program was announced'
in January 1957 a total of $2.6 bil-*
lion has been spent. The Polaris!
is a two stage rocket using a soltcb
fuel propellant and is presently
spear-heading the U. S. Navy's;
submarine weapons system. :/'-V

Transistors and Semi-Conductors^
If one of a number of factors'

affecting the electronic industry"
could be singled out. the transit
tor is almost certain to head the?
list as the most significant. Since"
the announcement of its develop-*
ment by the Bell Telephone Lab-*
oratories in 1948, there has been ai
succession of new advances anc#
break-throughs along a wide1
scientific frontier. The transistbr
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''Text cf address by Ambassador B. K.
Nehru, Commissi-ner-General for Eco¬
nomic Affairs, India, before Investment
Bankers Association of America, at
Miami, Fla., Nov. 30, 1959.

Now Corporation
CHARLESTON, S. C.—A corpo¬
ration has been formed to con¬

tinue the investment business of
Silcox and Johnson, Inc., 8 State
Street. Officers are F. Mitchell

Johnson, President and Treasurer;
abd J. Heyward Silcox, Vice-
President and Secretary.
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come from many directions.
Growth from within is a natural

consequence of the industry in

has made possible a large number ment, most of which is of high" given much responsibility during
of these new advances in elec- quality. Japanese production of the last war, far greater than
ttfonic systems both for commer- transistors amounted to 560,000 many could have hoped to get
cial and military uses. The devel- units in 1956. By 1958, this output under normal circumstances. They
opment and improvement of this had grown to 26.7 million units; liked it, successed at it and were
one device alone reflects as well meanwhile U. S. production rose determined to do the same in the
as anything can the dynamic from 12.8 million to 47 million business world after the war
characteristic of the electronic in- units. The. Japanese production ended. This ambition and drive
dustry. Its commercial feasability .rate this year is double that of when applied in the electronic in-
was made possible first by ad- 1958 with 14.9 million units pro- dustry where there were and still
vances in tecnnology of solid state duced in the first quarter. Japa- are many frontiers to cross pro-
physics. Then came improvements nese exports of transistor radios duced a group of imaginative,
in the original producLand devel- will reach 4 million this year or creative a n d & successful enter-
opment of production techniques double 1958 exports. Last year, prisers.
which made possible lower prices - Japan exported 1.9 million tran- jn the evaluation of a vast new
and greatl\ expanded, uses. This »sistor radio sets of which 1.2 mil- industry, the nucleus has been a
process is still going on with lion went to the U. S. market, large number of small companies,
eyery expectation that, more use- U. S. manufacturers are buying Many of these companies cameful applications will be made and not only transistors but other into being by having individuals
considerably broader markets will electronic components from Japan the inventor the physicist the
develop. Preliminary estimates in- at lower prices than they can pro- engineer or the oreani/er hreak
djcate a volume of some $450 mil- duce them in the U. S. As is gen- away from large^ companiesorlijOn for transistors by 1965 lep— eially known, the important cost universities Litton Industries
resenting an output of ,500 million differential is labor. U. S. factory Varian Associates, Itek Corpora-units. Othei semi—conductoi de— labor costs in electronic manufac— tion, IVIicrowave Associates and
vices will probably have a volume ture averages $1.60 an hour. Com— Ramo—Woolridge are examples
equally as laige. A.t the piesent parable cost in Japan, is said to be The sticcess of many small com—time, there are about 80 , com- as low as 13 cents an hour in cer- panies and the impressive growthpgnies competing in, the field of tain areas and for particular items. q£ some of them indicates that
transistor* a n d semi—conductois. The total transistors market this there is no monopoly on brains in■About one—third of all'tiansistoi year is valued at over $80 million, the electronics industry by one or
apd semi-conductors, produced are By ,1965 it is expected .that a five a few companies. Concentration
used in military equipment. : V fold increase in total volume will 'dn the form of large dominant

• The competition in transistors materialize. This will represent a companies is not a likely prospect,becomes greatei month.jby month value of output of approximately. Inventions, technological develop-
wjith manufactureis both domestic $450 million. Of this amount about nients and improvements are be—
apd foi eign seeking vigoiously to one—third will be lor transistors ing made at a good rate and thesegain position or strengthen it by used in military equipment,
improvement and cost reductions. ,

,

Silicon transistors have already Management
lemoved some of the limitations Although it may not be too ac— view of the expanding markets,of the germanium transistors'. New curate to generalize, the electronic Perhaps one of the most signifi-
methods, of purification of silicon industry has a cross section of cant trends is the growth of large,makes possible its use in transis- management whose dominant aggressive units in the industry!tors using higher power. Other characteristics are that it is young, Most notable in this category are
developments .are ; new .{diffused aggressive and hungry. During the Litton Industries and Texas In-
base structure,; use ,of gallium past 10 years, a large reservoir, of struments.
arsenide;- indium- phosphide{:''"all talent and skills has been 'built Litton Industries was formed
designed to " improve*; transistor after having been incubated dur- about six years ago with the prin-
performance arid reliability;, .For- ing World War II. The man has. cipal objective to create a large
eign producers, particularly the come out of the services, the uni- broad-based electronics company.
Japanese, have entered the Amerr versifies, aircraft plants and dtner Through a series of well planned,icari. market tdcari increasingly industrial companies to stake out weu executed acquisitions the
greater'-. degree; .Despite a; l-5y%rVan opportunity;'for himself. He company has grown from $7.6import duty8. the vyide;fdiffereri.tial* may be a scientist or engineer, a mj]|jon f0£aj assets at Julv 31,in production costs make is pos- college professor, a mechanic with £955 £0 $g3.2 million at the end ofsible for Japan to export substan- a pair of pliers or just anybody jujy ^is year. During this periodtial quantities of transistors, as with an idea and a seriousness of saies increased from $8 million towell as other electronic equip- purpose. Some of these men were §125 million and net income rose

from $430,000 to $4,900,000. In the
four-year period ending July,
1959, Litton Industries stockhold¬
er's equity increased from $3.4
million to $34.5 million—a ten fold
gain! Its working; capital rose
from $1 million to $38 million.
Major acquisition include Monroe
Calculating Machine (office equip¬
ment), Westrex Corp. (sound re¬

cording), and N. Y. Times Fac¬
simile (wire transmission). More
recently the company announced
acquisition of Svenska Datareg-
ister Co. of Sweden (cash registers
and point-of-sale recording equip¬
ment.

There have been numerous ac¬

quisitions made by other compa¬
nies. Texas Instruments supple¬
mented its growth, centered on

geophysical instrumentation and
manufacturing with high engi¬
neering content, with a series of
acquisitions in the instrumenta¬
tion, optical component, resistor
and specialized metal fields.
Table II lists the names of vari¬

ous companies that have been ab¬
sorbed in the past few years.
There is strong likelihood that
more combinations will take place
as the pace of competition for
makets, for personnel and in re¬

search grows. Strong financial
resources will become a prime
necessity if they are not already.

the case of electronic stocks by a industry with a substantial por-
strong growth trend. tion of its operating revenues. In
The demand for electronic prod- the minds of investors there has

ucts and research services by the been a growing conviction sup-
military authorities provides the Continued on page 72
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Some Important Mergers in the Electronic Field
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The Market for Electronic Stocks

Electronic stocks like many

stocks, generally, are reflecting in
their prices a very high appraisal
of earnings. The level of market
prices fundamentally seems to re¬
sult from greater confidence as
well as the lessening fears about
a serious economic depression.
Add to this the psychology of in¬
flation which permeates the whole
investment atmosphere and intro¬
duce a . scarcity factor and the
masis is established for a strong
market in stocks.

These factors are .supported in

Name of Company:

Ramo-Woolridge Corp.
Stavid Engineering
Sylvania Electric
Matchlett Laboratories
Sorenson Co. (Sanco)
Aircraft Radio
Airborne Instruments

Applied Science of Princeton
Intelligence Machines Corp.
Consolidated Electrodynamics
Leventhal Electronics
Bomac Laboratories
ORR Industries - " •• >„'• 1
Norden Co. .V " v '•

Merged into or Acquired by:

Thompson Products
Lockheed Aircraft
General Telephone
Raytheon
Raytheon
Cessna Aircraft
Cutler-Hammer

Schlumberger Ltd.
Farrington Mfg.

, t Bell and Howell -

Radiation* Inc.
Varian Associates

Ampex Corp.
United Aircraft
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Report of IBA Industrial
Securities Committee

Continued from page 71

ported by international political
events that the military segment
of the market will not be reduced
and is more likely to grow in size
and scope. This sentiment reflects
the influence of the cold war and
is a manifestation of the race for

scientific dominance. The race has
become more intensified in the

past 12 months.
It is reasonable to assume that

there is a degree of permanence
to the volume of business originat¬
ing from military sources and that
-this does provide a broad base on
which the electronic industry can

operate. These factors have com¬

bined to supply the investor with
prerequisites of a glamour indus¬
try—and he has acted accordingly.
An important number of com¬

panies in the field are no more

than manufacturers of parts or
must rely to a significant extent
on sub-contracts. There are many,

also, that have little or no research
facilities or programs. Basically,
then, the source of their operating

revenues is not entirely depend¬
able since it is not under their
control as is the case with compa¬

nies having proprietary items and
Which sell in the commercial mar¬
ket. Products for commercial use

are promoted and sold by a sales
staff trained to do the job. These
products are improved and sup¬
plemented by others. Success de¬
pends largely on the efforts of the
indiviual company to create and
exploit a civilian market. Compa¬
nies can rule or guide their own
destinies in accordance with the

aggregate of skills possessed by
the organization and the intelli¬
gence that they use to promote
their interests.

The electronics industry can and
does do this up to a certain point
—the area of civilian products.
But even here a number of com¬

panies are always exposed to
scientific advances and develop¬
ments which may render their
product obsolete or confine their
markets within narrow limits. In

defense products no company can
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be sure of the extent of require¬
ments or changes from year to
year or even from month to
month. Decisions relating to such
requirements could result in the
elimination of a volume of busi¬
ness running into billions of dol¬
lars. The aircraft industry right
now is a very good example of the
changing characteristic of the mil¬
itary market. It does not appear

likely that the electronic industry
will have any such problems. Its
total volume is not only expand¬
ing at a good rate rather than
diminishing as in aircraft, but it
is growing along many fronts.
Moreover, projections for the fu¬
ture are highly optimistic. There
is for the investor a factor of de¬

pendability and durability of
earnings from a basic source, the
military, that has to be assessed
carefully:
The phenomenal rise in prices

of many electronic stocks results
from the desire of too many eager
investors chasing too few stocks.
In some respects this chase is like
the California and Alaska gold
rushes of earlier periods. The sub¬
stantial increases in market values
in a comparatively few cases has
whetted the appetites of tens of
thousands of investors. These in¬
clude not only individuals seeking
speculative gains but institutions
and others anxious to obtain a

stake in a promising new industry
for long-term growth. Table III
gives an indication of spectacular
gains in market prices of a sample
group of companies in the indus¬
try. These are certainly not typical
but have occurred enough to iden¬
tify the industry as a fertile field
in which to search for large capi¬
tal appreciation.
The Dow Jones Average of 30

industrial companies are presently
selling at a price equivalent to
about 17 times estimated earnings
for 1959; and they yield on the
average slightly more than 3%. A
number of high grade growth
companies are presently selling
between 30 and 40 times earnings
and yield around 2%. By com¬

parison, a group of electronic
companies also are currently sell¬
ing at 30 to 40 times earnings with
most of them paying no cash divi¬
dend and thus provide no yield.
Based on recent current market

prices a sample group of electronic
companies were selling from a

high of 58 times earnings to 27
times earnings. These were Am-
pex, 58; Texas Instruments, 43;
Litton Industries, 36; Varian As¬
sociates, 35; Beckman Instruments,
27. The market without doubt and
with few qualification is willing
to pay substantial premiums for
growth whether it is in the elec¬
tronic industry or for select com¬

panies in other types of enterprise.
There is evidence in the figures

to suggest that the standard of
measurement has changed to give
a more liberal appraisal to growth.
In addition, it is also typical of
investor reaction to a new indus¬

try. None of this is really new.

The circumstances are different

and the degree of interest and en¬

thusiasm may vary as does the
length of time in which the in¬
dustry grows from infancy to a

period of active growth and then per. Some companies considered
to maturity. Meanwhile the weak to have good management have
are sorted out from the strong and not grown; others also with good
the market makes its appraisal of management have shown very
values based on the solid founda- moderate growth. There is no
tion of position in the industry magic formula for appraising the
and on performance. degree of competence in anticipa-
Competition is severe and in- tion of performance. It does ap-

tense. There is a constant struggle pear, however, that the companies
going on for technical supremacy, in the industry, whether large or
This means not only new products, small, whether mature or young,
new designs and applications, but that have established good posi-
also more efficient production tions have progressed through a
techniques to reduce unit costs well formulated policy as if to ask
and increase output. In transistors the questions: Where are we go-
and tubes the competitive pace has ing? How do we get there? A
been particularly strong and is second element is that of organi-
likely to get stronger in these zation. This goes far beyond filling
products as well as in other areas an elaborate chart with names and
of the electronic market. The titles and provides no more assur-
severity of competition is seen in ance of success than a football
the abandonment of TV set pro- squad fielding a team of 11 men
duction by a number of compa- with s t.r a n g e sounding names,
nies such as CBS, Raytheon, Ben- There is a combination of skills
dix, Crosley, Stromberg Carlson that each has that can be devel-
and others. While these companies oped and improved and applied
were getting out of this business, through well planned strategy and
Zenith Radio was carving out for keen tactics to ach-ieve real suc-
itself a dominant position in this cess. In organization as seen in the
field and showing excellent prof- successful electronic company,
its. Some companies in the indus- there is competence combined
try have disappeared, reorganized, with confidence. The men hit hard
merged with others or have ex- and hit often—it is that kind of
perienced lean years of profits, an industry. A third element is
Such developments in an industry creativeness generated from with-
showing vigorous growth have in through research or acquired
significance. It is too simple an in other ways. Out of this foun-
explanation to say that good man- tainhead of self-perpetuation and
agement is the main requirement growth comes a flow of knowl-
for a company to grow and pros- edge, a body of know-how and

TABLE III

Ten Companies in Electronic and Allied Fields
Market Price Appreciation

Year of Initial Initial Offering Mkt. Price
Offering or of Price or Nov. 2, Per Cent

Name of Company— Ltd. Sik. Sales Approx. Mkt. 1959 Increase

Ampex 1953 7V4 106 1,460%
Beckman Instruments-_ 1952 12V2 60 481
Hoffman Electronics.__ 1946 6 28 467

Itek Corp.———1958 11 47 427
Litton Industries 1954 6 130 ' 2,164
Texas Instruments __ 1953 5 164 3,180
General Transistor.— . 1956 3 36 1,200
Heli-Coil 1958 14V2 70V2 486
Reeves Soundcraft 1950 1 10 1,000
Farrington Mfg.— 1958 \ 14 60 428
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technical achievement that keeps
the company alive and vigorous.
Without it the corporate body
slowly atrophies. In the electronic
industry, such atrophy can be
much faster.

Profits in the industry are no¬

toriously small; and they are sub¬
ject to fairly wide fluctuations.
The record of many of the compa¬

nies long established in the field
provides good proof that the de¬
gree of profits and profitability
can be uncertain. The military
business requires little in the way
of promotional expense as is the
case with commercial products.
There is, however, a continuing
and rising burden of research and
product development that is a
prime necessity. There are no
credit risks attached to the sales
made for military uses. But com¬
petition and close scrutiny of mar¬
gins narrows considerably the
profitability of sales derived from
this source. In many cases cost
plus fixed fee is the criteria of
profits and this is severely re¬
stricted. The demand for an in¬
creased volume of products and
services has been so great that

generally narrow profit margins
have not prevented good gains in
total net income. The aggregate of
net profits realized by the indus¬
try has increased year by year and
is certain tto continue its upward
trend as total volume of business
rises. But this sum total of profits
is being distributed among a

growing number of companies, big
and small. The list is expanding
constantly. Except in a few iso¬
lated cases, the gains in net in¬
come are far from spectacular. It
is of significance to note that eight
representative companies in the
industry showed an increase in
their combined net income of only

$17.4 million in 1958 compared to
1948. Between these two year ends
the market values of these same

eight stocks increased by $1.4 bil¬
lion. From the beginning of 1959
to Nov. 16, the aggregate market
value has increased by another
$236 million.
Seven other electronic compa¬

nies of which several did not exist
in 1948 and all but one had in¬

complete data reported a com¬

bined net income in 1958 of $17.2
million and cash dividends of $2.5
million. The market value of their

stocks at the end of 1958 amounted

to $593 million. In the past 11
months or to Nov. 16 this year, the
total market value of these shares

has increased to $1.1 billion or by

$534 million. •

Respectfully submitted,
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Diran, Norman &
Co., Inc. Sells
Cracker Barrel
Diran Norman & Co., Inc., of 80
Wall Street, New York City, on
Dec. 7 publicly offered 120,000
shares of 100 par common stock
of Cracker Barrel Supermarkets,
Inc. The shares have all been sold.
The offering price was $2.50 per
share.

Cracker Barrel is engaged in
the retail sale of groceries, meat,
produce, dairy products and mis¬
cellaneous merchandise through a

chain of four supermarkets
operated under the trade-name
"Cracker Barrel," in the Borough
of Queens, City of New York.
The company offers its cus¬

tomers a full line of foodstuffs
such as is generally available in a
modern supermarket, with special
emphasis, however, on quality
meats and dairy products and on

specialty items. The company sells
only higher grade meat products
and its butter and eggs are high
quality products, purchased
directly from a farm in New
Jersey and packaged under the
company's tradename "Cracker
Barrel." In addition, the company

packages a limited number of
grocery items, including coffee,
under its private label. Of the
company's gross sales, meats ac¬
count for approximately 20%,
fruits and produce for approxi¬
mately 10%, and grocery, frozen,
food, dairy and non-food items for
approximately 70%.
The company purchases its

products principally from whole¬
salers, although dairy items are
purchased from a direct source
and some other items are pur¬
chased directly from manufac¬
turers and processors. Non-food
items are purchased from rack
jobbers.
The proceeds will be used to

acquire additional supermarkets.

Mutual Fund of Md.

BALTIMORE, Md.—Mutual Fund
Associates of Maryland, Inc. has
been formed with offices at 24th
& St. Paul Streets to engage in a
securities business. Officers are

Max Fischer, President; Harold

Polin, Vice-President; Martin
Mallin, Secretary-Treasurer; and
Edwin F. Spitzer, Assistant Sec¬

retary.

Quinn & Co. to
Admit Holmberg
AjuttUiqjUERQUE, N. Mex.— On
Jan. 1 Quinn & Co., 200 Second
Street, Northwest, will admit L.
Philip Holmberg to partnership.
Mr. Holmberg is Manager of the
firm's El Paso office, 111 South
El Paso Street.

Williston, Beane to
Admit 2 Partners
J. R. Williston & Beane, 2 Broad¬
way, New York City, members of
the New York Stock Exchange,
will admit Donald B. Conlin and

John Utess to partnership on Jan.
1. Mr. Conlin is Manager of the

firm's commodity department.

Form Keystone-American
LOS ANGELES, Calif.—Paul J.
Balles and Jerome L. Goldberg
have formed Keystone-American
with offices at 3757 Wilshire Bou¬

levard to engage in a securities
business.

S. W. Marcus Opens
SAN FRANCISCO, Calif.—Samuel
W. Marcus is conducting a secu¬

rities business from offices at 166
Embarcadero.

K. L. McLaren Co.
K. L. McLaren & Co., Inc. has
been formed with offices at 244
West 12th Street, New York City
to engage in a securities business
Officers are Kenneth L. McLaren,

• •
' " ' J" • I '.J,".

President, and Robert H. Morris,
Secretary. >
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Continued from page 53
the Middle East, The relatively
short distance from North Africa
to the large oil consuming mar¬
kets in Europe means a transpor¬
tation cost advantage of as much
as 50 cents a barrel over Middle
East oil. The North African oil
also is of higher quality. In addi¬
tion, the threat of a competitive
source of supply may strengthen
the position of the oil companies
in maintaining the traditional 50-
50 profit sharing pattern in the
Middle East. The importance of
assured market outlets is becom¬

ing increasingly evident in this
period of world-wide surplus. It
is not surprising, therefore, that
during the past year we have wit¬
nessed an accelerated trend to¬
ward greater integration by sev¬
eral oil companies.
As indicated in our report last

year, the number of oil companies
was expected to decline through
acquisitions and mergers aimed
at improved efficiency of opera¬
tion. Following is only a partial.
list of steps taken in this direction
this year.
Continental Oil earlier this year

acquired through an exchange of
stock more than an 80% interest
in San Jacinto Petroleum, a crude
producer with interests in the
United States, Venezuela and
other foreign areas. Continental
Oil also acquired International

Refineries, with a 15,000 b/d re¬
finery, and has expanded the
number of its retail outlets

through a series of other acquisi¬
tions. Signal Oil & Gas, formerly
a crude producer, over the past
year acquired through exchanges
of stock two West Coast integrated
oil companies, Hancock Oil and
Bankline Oil, and Eastern States
Petroleum & Chemical Corpora¬
tion, which owns a 60,000 b/d re¬

finery and a petrochemical plant
near Houston, Texas. Ohio Oil
acquired Aurora Gasoline and its
marketing subsidiary, Speedway
Petroleum Corporation, through
an exchange of shares. Western
Natural Gas purchased an asphalt
refinery in Texas and later ac¬

quired three refineries, 700 service
stations and pipeline facilities of
Premier Oil Refining Company.
Texaco acquired Paragon Oil, a

large fuel oil distributor on the
East Coast.

This trend has also been stim¬
ulated by the cost-price squeeze

facing the domestic independent
crude producers. Rising discovery
and development costs, long prop¬

erty payouts resulting from over-

supply of crude and artificial pro¬
duction controls, and easier crude
prices combine to place many of
the smaller domestic crude pro¬
ducers in an unfavorable cost-

price position. With little strength
likely in the crude price structure
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for several years, more and more
of the smaller producing com¬

panies' are likely to be absorbed
by larger companies in the indus¬
try. .

An event of some interest dur¬

ing 1959 was the Arab Oil Con¬
gress held in Cairo in the latter
part of April. Aside from the
technical papers presented, there
were several proposals of consid¬
erable general interest. One pro¬
posal called for an Arab - owned
pipeline extending from the Per¬
sian Gulf to the Mediterranean to
he financed- by banks in oil con¬

suming countries. This pipeline
would make -Arab oil more com¬

petitive in world markets and
provide Arab nations with addi¬
tional income. Another recom¬

mendation related to establish¬
ment of an Arab Development
Bank to finance development and
industrial projects in the Arab
world. Capital would be obtained
by setting pside for this:purpose
5% of the yearly gross profits
from oil operations before taxes,
.royalties, etc. A paper presented
by the legal advisor to the Direc¬
torate General of Petroleum and
Mineral Affairs in Saudi Arabia
resulted in a considerable stir.
This paper asserted that under
certain circumstances a govern¬
ment could unilaterally break or

amend a contract it had entered
into. The Saudi Arab delegates
hastened to explain they had no
intention of abrogating their own
concession contracts on that basis.
Another item of interest was a

proposal by the Venezuelan dele¬
gation to establish a proration
scheme by international agree¬
ment with the Arab states and
limit production and strengthen
crude prices. Although the prac¬
tical effects of the Congress will
take some time to assess, the
meeting provided the basis for
exchange of viewpoints between
various Arab countries and be¬
tween the Arabs and the oil com¬
panies.

The brightest spot in the out¬
look for the world oil industry is
the prospect of continued increase
in petroleum consumption in line
with expected population gains
and increased industrialization
throughout the free world. Dur¬

ing the postwar period, domestic-
oil demand increased about 5%
per year whereas the rate of
growth in the foreign free world
averaged about 10% per year. Al¬
though these rates may diminish
somewhat, reasonable long term
projections indicate a rate of

growth for the United States of
3% to 4% per year over the next
decade with that in the foreign
free world expected to average
»boUt double the domestic growth
rate. •

in short, the world oil industry
is a basic industry which still
possesses growth characteristics.
From an investment standpoint
much of the glamour of the early
postwar period has been lost by
failure of earnings to increase in
line with sales during recent
years. No improvement in this
regard is likely to occur for some
time. However, certain individual
...companies with special features
may continue to offer dynamic in¬
vestment possibilities. In the

meantime, investors are likely to
consider oil equities less from the
standpoint of growth prospects
and more as income or cyclical
trading media. More than ever,

selectivity would appear to be the
key to successful investment in
the oil group.
The major international oils ap¬

pears relatively attractive for long
term growth capitalizing on the
more rapid growth in oil con¬

sumption abroad even though re¬
duced profitability of foreign oil
operations on a unit basis will
moderate earnings growth charac¬
teristic of the group in recent
years. In most cases, present de¬
pressed prices of the shares ap¬
pear to discount foreign political
risks/and other uncertainties to a

'great extent.
Thje domestic integrated refiners

.will continue to experience pe¬

riodic supply-demand imbalances
and squeezes on profit margins as
a result of cyclical influences. Al-f
though the equities of some com¬

panies in this group possess strong
long term investment attributes,
for the most part these issues are

primarily attractive as cyclical
trading media. < - -

Although mandatory import re¬
strictions improve somewhat the
position of the domestic crude

producers, the prospect of con¬
tinue rising discovery and devel¬
opment costs and relatively stable
crude prices tend to limit future
earnings growth. Except where
there is an unusual degree of dis¬
covery exposure, or where the
company is a definite near term
sell-out or merger candidate,
shares of the domestic crude pro¬
ducers also appear primarily at¬
tractive as cyclical investments. :

Verbatim extracts from the Re¬
port follow: t y}. /?.V'

Major Producing Areas

Free world demand is expected
to grow at a rate of 5 to 6% per
annum, reaching nearly 24 million
barrels per day in 1964. Growth
will be slower in the United

States; our requirements are ex¬

pected to reach 11.7 million b/d
in 1964, an average increase of
4% each year. Ffee foreign re¬
quirements -should? expand at
nearly double our rate, totalling
12.1 million b/d in 1964.
More than ample reserves of

petroleum throughout the •„ free
world leave no doubt about the

industry's ability to satisfy esti¬
mated demand 10 or 15 years
hence. Indeed, the most pressing
problem of the industry during
the next few years will be the
downward bias of crude and
product prices caused by exces¬
sive producibility.. Surplus avail¬
ability of petroleum presently
estimated at some 5.5 million b/d
will dwindle to about 4.5 million
b/d by 1964. In relation to anti¬

cipated requirements, the excess

producibility in 1964 will be much
less burdensome, improving from
a surplus of 35% to 20%, Since,
in our opinion, the industry needs
a working backlog of excess ca¬

pacity for necessary flexibility,
approximately 15%, or 3.5 million1
b/d in 1964, the pressure of overly
large crude surpluses may be
overcome by that time.
The United States is the princi¬

pal producer and consumer of oil
in the world and will so remain
for the foreseeable future. It is
also probable that its productive
capacity will be expanded only
moderately. Furthermore, capac¬
ity to handle crude oil in Vene¬
zuela and the Middle East will
probably expand at a somewhat
slower rate than in recent years
under the influence of proration,
conservation, lowering profit mar¬
gins, and more competitive mar¬
kets. On the other hand, Algeria
and Libya will expand production

rapidly because of trade prefer¬
ences and relative < cheapness.
Other discoveries may be made,
particularly in the Middle East,
but these are not likely to be
large enough to play an important
part in world oil trade by 1984.
v Capital expenditures necessary
to support the expansion foreseen
will continue to grow more rap¬
idly abroad. , Adequate capital
formation may be difficult to at¬
tain with profit margins in both
production and marketing ex¬

pected to be narrow.; Access ito
outside capital for 10-15% of the
anticipated large and growing
expenditures may be necessary.
Here, as elsewhere in the indus¬
try, the race may well go to t$e
strong, i. e., the large, integrated
and well - diversified companies
with access to cheap ■ raw mate¬
rials and efficient distribution, .i

The Natural Gas Situation J

It is sad commentary that once
again a recital of the past year's
developments within the natural
gas industry must concern itself
primarily with a variety of legal
and regulatory events. Unfortu¬
nately, the sum total of the events
so reviewed fails to add up to
definable policies to clarify un¬
certainties that constitute a grow¬

ing impediment to long-range
planning by managements and in¬
vestor acceptance for gas company
securities.

This summary judgment of the
situation, which has recently been
gaining vocal adherence amongst
the nation's press and financial
circles, obtains despite the" fgct
that shortly following our 1958
review the illconceived Memphis
doctrine was reversed by the U. S.
Supreme Court and thereby re¬
stored to pipeline companies their
previously accepted rights to ob¬
tain periodic rate relief under the
filed-rate procedure. The clearer
investment atmosphere abruptly
created by 1'inal removal of this
serious threat was shortlived ahd
was beclouded by a resumption of
a series of regulatory decisions
tending further to arouse concern
over the direction of Federal
Power-. Commis Jon policies. j
The first of these was the pre¬

siding Examiner's ruling in the
Phillips Petroleum case, dealihg
extensively with the fundamental
problems involved in regulating
independent gas producers. The
industry found much in this volu¬
minous document smacking of ; a
serious step closer to utility for¬
mula control over the supply
phase of the industry. The Exara-
iner went to great length to refute
widespread claims that the ex¬

ploration and development of g|s
reserves and production therebf
constituted an enterprise mark¬
edly different from a utility un¬
dertaking and in so doing con¬
structed a cost of service arid
attributed a 9%% rate of return
on net depreciated investment. ;
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the Commissioners, sitting en the industry's future profitability of some 8,112,000 b/d. The current demand for petroleum products have heard it said that during thebanc, heard final argument of this and makes unfavorable cornpari- 21.6% margin is high when com- outside our country has been next 20 years the growth in thekey case. One spo esman has lm- son with regulatory conditions pared with the average of about growing very rapidly during the demand for petroleum products inphed the rendering of a fairlj existing in many states where 14.5% for over the years 1945- past decade. The greatest growth Europe may well equal our ownearly determination. To the minds, rates of return in recent years 1957 and in large measure ac- has occurred in Europe since the experience since 1940.this suggests endorsement by the have been liberalized to compen- counts for the weakness in refined war, especially in western Ger- While it is true that the refiningFPC of the basic approach taken sate for rising interest expense product price. , many. This is expected to con- capacity of the free world has

^11^knowhi^that* the°Commissionah Wsnok^srr^n $ j°. Prices of crude oil and refined tinue for ten or more years at the mu*e than doubled since 1949,
h ,!inpafpdlv taken a nosition on thifma+tp ?i h" S i"-•' Pf0^ucts have been under vary- rate of about 7V2% annually, a more than 50% of this capacity is
in ,o S fto the exLnsion Of Se earlv^ ing degree o£ pressure throughout lesser rate than during the past located on the North American
straieht-iacket regulation over turn decision involving cSrrenti:the WOrld for some tw0 years due d®cade when the rate of Sain was continent. As contrasted with the
producerfand hafadvotated re- costs. 0" Cmrent to excessive supplies and compe- s imulated by postwar reconstruc- surplus in the United States short-,
liefr from such responsibilities Most noticeahlo nmnn^t ttpr tltlon for the available business. tl0«- Most of the increase in ton- ages exist in varying degrees in-throu^h Snend^ory legislation "efforts ddrins 1Q?Q hT tho • Markets abroad have felt the nage in Europe has been in in- most other countries. ;• :/ .: ,

Ouh"ia^t review cited the ab- expenditious handling of dertifi weakening effects of reduced im- dustrial fuel, although sales of Major refinery construction
^ unified industry front. ca& annliratiniiQ °f crude into the United gasoline and other products are projects are under way through-

PCCIS IOr lHVOldU.lt; ObSlUlldl HIGHS Ol illgn UCHlSnCl, A n ~ Kir*• • XL . m * . v , *action along these lines, and the record amount of construction the; situJition .,through voluntary a big expansion m the use of oil er portion of this construction is
1959 Session of Congress closed was authorized'during 1959 anci-curtailment of production and re- for residential heating, a market being undertaken by the various'
without the introduction of any the year will go down-as the ~ilnery Qperations* Higher fuel oil only now being aggresisvely ex- international oil companies, al-;
such bill. Verv recently, however, largest in the industry's history. pn^es m the late winter and early ploited. The population, of Europe though in some instances, such as
the'subject assumed a new lease Major projects brought into being sprln§ reflecting the severe exceeds that of the United States in Austria, Brazil, India, Sicily,
on life bv a frankly worded ad- included the Midwestern' Gas ^eather ®ave some measure of and it this usage becomes popular Syfia and Yugoslavia, construe-,
dress by Secretary of the Interior Transmission line to" Chicago froni '^elief early in the yeflar, but prices Its impact on petroleum consump- tion is being financed in whole
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Seaton before the American Gas a point of connection-with' the ^or petroleum products failed to tion could be tremendous. We
Association Convention urging the Tennessee Gas system, thereby bold, and at this time they are
industry to resolve its differences creating: a much needed addi- generally below the year ago level. ?
and come forward with a legisla- tional source of supply to mid- Economists concerned by the |
tive proposal designed to establish western consuming area. More !ow level °f product prices have \
workable regulatory foundations recently, the FPC authorized the investigated numerous possible 5
protective of the consumers' in- Transwestern Pipeline Company causes and have concluded that \
terest. Whether the divergent project to bring some 300,000 Mel the best single correlation exists \
views on this complex issue can daily to southern California and between refined product prices !
be successfully reconciled remains also approved Midwestern's pro- and the amount of excess refining
to be seen. posed new line to import 204,000 capacity—i.e., the greater the ex-
The matter of producer regula- Mcf/d from Trans-Canada Pipe- cess * capacity the lower is the

tion received further precedent- line for resale in our north central price level. The latter, in turn,
setting attention in the Commis- area- While Canadian approval leads to a period devoid of major
sion's Opinion No. 326 involving must still be obtained, this repre- expansion since the return on re-

El Paso Natural Gas Company, sents the first instance wherein finery investment does not justify
which had sought a 6% rate of a new pipeline relying solely on the application of new funds. In
return plus normalized Federal imported gas supply has been au- time, expansion of demand ab-
income tax treatment for its drill- thorized by the FPC. The decision sorbs most of the idle capacity,
ing and producing activities. A is considered favorable toward product prices strengthen, and re-
Commission spokesman implied the use ol increasing volumes of vived investment in refining fa-
that the El Paso order would Canadian gas as the most eeo- cilities is again warranted by ris-
serve as a model for rate setting Domical . supply for our north ing earnings and need for more

involving integrated companies, central and west coast markets, capacity to meet anticipated fu-
In ths sense, considerable signifi- Accordingly, Pacific Gas and ture demand. The cycle then is
cance attaches to the fact that the Electric will soon enter upon FPC repeated.
FPC departed from past practice "l f30.0,,""!' ; The 1958-1959 period appears toin recognizing two different types 11011 venture to connect Alberta k th j Doint of the eveleof rate basis, each with varying ™ w. h. its California dis- Absence of^aU^X earTngs
entitled to comme^urater\-eturn^ The year hi summary has wit- af ample capacity has shut offeiuiuea u> commensurate returns.

H ^ ™ almost all refinery constructionAccordingly El Paso was allowed "®sdsfrdlvainc°n*'""a"^ ilwth nftS although modernization and im-
depi^ciated investment'"1' in" gas MXTS but regSlal provement continues. There is now
weUs and feases as co™pa red with tory developments, have failed to ™ r>Si6% on pipeline facilities. provide the increasingly necessary Pa a

Dractlcable level of refineryThe order furtner recognized guideposts for long-term planning murn Practicable leyei ot rennery
that Congressional statute in- and investment decisions. The ef- °P«a ™

low 90's when "shutdowntended tax incentives from intan- fect uP°n Sas common stock prices \s 1 . . ow yUs wilen shutdown
gible drilling expenses and per- has amply demonstrated the ex- for maintenance work etc. is con-
centage depletion for all producers tent ol investor discouragement iJnrhe^qo^ nTn HnMand that such incentives might Wlth the lack of regulatory prog- dustry leaches 90%, product
consequent.lv not be denied" to ^es?'. and Pipeline equities have Pllces should strengthen maten-
pipeline producers by FPC action, declined about 20%. ally and plans for new refinery
This encouraging declaration lost Thp n.finpl.v ,5..,.. , expansion revived,
its meaning for many by reason Refmeiy Situation Assuming demand in the United
of the Commission's concept that In our report last year we told States expands at a 3 ¥2-4% annual
tax savings were a substitute for of the great amount of capital ex- rale> domestic refineries should
a rate of return and in this in- penditures being made throughout operate at approximately 90% in
stance were granted in lieu of any the world by the refinery divi- 1962. Product prices should begin
return per se. This had the ear- sions of the major oil companies lo improve before 1962, pos-ibly
marks of giving with one hand —probably averaging $800 million in lale or 1961. Therefore,
and taking away with the other, annually. With the exception of refined product prices are now
The whole proceeding is now be- Continental United States this probably as low as they are likely
fore the Fifth Circuit Court of pace is continuing, and in many 10 g° unless of course, general
Appeals. places, especially in western Eu- business activity declines sharply.
The heavy backlog of rate cases rope, is being accelerated. As it takes from 25 to 36 months

that accumulated during the im- As has been pointed out before, lo build a modern refinery, we
passe caused by the Memphis de- the domestic companies several can. expect to see considerable
cision has prevented as yet any years ago embarked upon an ac- activity resumed in the United
determination by the FPC of ap- tive program of modernization States by 1962 preparing for the
propriate rate of return under and expansion. As a result, it is anticipated normal growth in de-
current conditions of high senior estimated that by the end of 1959 mand, which by 1965 may well
money costs. This prolonged delay we will have domestic operable approach 10 million b/d.
has been amongst the most serious refining capacity of some 9,865,000 Abroad an entirely different set
areas of investor apprehension for b/d vs. anticipated average runs of circumstances prevails. The

Continued on page 76.
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or in part by the host govern¬
ments.

There is a definite trend in the
United States and abroad toward
locating refineries in marketing
areas rather than in producing
areas as was the general rule for¬
merly. The refinery located near
a consuming area can tailor its
output and size to fit the require-,
ments of its market as closely as

possible. Cost of crude delivered
to a refinery is lower than the
cost of delivered refined products
moved in lesser volume over a

great distance. Furthermore, the
problems of disposing of the va¬
rious products such as residual
fuel oil, coke, etc., are minimized.
In addition to the cost factor,
there is a monetary exchange ad¬
vantage to minimizing imports of
more valuable refined products.
The growing pride in promoting
internal industrial expansion adds
a political aspect to refinery loca¬
tion in most countries. Finally,
the political'stability of a country
must be considered in refinery lo¬
cation. Fortunately, most of the
large consuming areas enjoy more
stable governments than many of
the producing areas of the free
world.

This year marks the 100th anni¬
versary of the cofrimercial oil in¬
dustry in the United States. Over
the years methods of production,
refining and marketing have kept
pace with the exacting demands
for energy fuels. Today, only
usage limits the variety of pe¬

troleum products which can be
produced by the modern refinery.
Of late there has been a slowing
down in the development of high¬
er compression ratios in the inter¬
nal combustion engine and a cor¬

responding return to simpler fuel
products has begun to a limited
extent. This combination has fa¬
vorable implications as the indus¬
try may not be required to spend
as much money to keep abreast of
requirements. :v-.
In conclusion, the current out¬

look for most refiners is not fa¬
vorable compared to that of many
other industries. On the other
hand, the situation is not likely
to deteriorate further and the
basic economics are beginning to
work in favor of the refiner. Clear
cut evidence of improvement may
not be evident in income state¬
ments for several years.

Respectfully submitted, V
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William G. McKnight
Eastman Dillon, Union Securi¬
ties & Co., New York

Frederick L. Moore

Kidder, Peabody & Co.,
New York

Joseph R. Neuhaus
Underwood, Neuhaus & Co.
Incorporated, Houston

Allen J. Nix
Riter & Co., New York

Myron F. Ratcliffe
National Boulevard Bank

Chicago
Paul A. Sellers

The Illinois Company Incorpor¬
ated, Chicago

Stuart F. Silloway
Harriman Ripley & Co., Incor¬
porated, New York

Johnson, LaneSells
Merry Bros. Issue
The Johnson, Lane, Space Corp.
and associates are underwriting

160,000 shares of Merry Brothers
Brick & Tile Co. common stock,
of which 20,000 shares are being
offered to directors, common

stockholders and employees of the
company at $7.41 per share, and
the balance of 140,000 shares are

being offered publicly at $7.80 per
share.
Net proceeds from the sale of

the common shares, together with
proceeds from certain long-term
debt, will be used by the company
to defray expenditures in connec¬
tion with the modernization and

expansion of its facilities.
Merry Brothers Brick & Tile

Co. and its predecessors have been
operating a brick business con¬
tinuously in Augusta, Ga., since
1899. The company mines clay
from its lands near Augusta and
produces and sells red brick, hol¬
low tile and similar unglazed
structural clay products. Its
present plant is now capable of
producing approximately 150,000,-
000 brick or equivalent ceramic
products per year. If additional
equipment is purchased, the com¬
pany's production capacity will
be increased by 36,000,000 brick
per year. The markets for the
company's products are principally
in Georgia, South Carolina and
Florida. However, a substantial
portion of its products are shipped
to Ohio, Kentucky, Tennessee,
Alabama, North Carolina and
Virginia, and occasionally to more
distant points.
For the eight months ended

Aug. 31, 1959, the company and its
subsidiaries had consolidated total
income of $2,794,664 and net
profit of $300,099, equal to 71
cents per common share. Upon
completion of the current financ¬
ing, outstanding capitalization of
the company will consist of $1,-
500,000 of long-term notes; 6,000
shares of 5% preferred stock;

_ 560.000 shares of common stock,
$2.50 par value; and $118,506 of
sundry debt.

Form Consolidated Inv.

NEWARK, N. J.—Consolidated In¬
vestment Co. has been formed
with offices at 24 Stengel Ave¬
nue to engage in a securities busi¬
ness. Robert Lowenstein is a prin¬
cipal of the firm.

John D. Gates Opens
CARMEL, Calif.—John D. Gates is
conducting a securities business
from offices here. Mail address is
Box 352, Route 3.

J. L. Hain Opens
READING, Pa.—Jacob L. Hain
has formed J. L. Hain & Co. with

offices at 451 Penn Square to en¬

gage; in.,a securities business.

George A. Hurty
George Alfred Hurty passed away
Dec. 5 at the age of 88. He was

formerly a member of the New
York Stock Exchange, and a part¬
ner in Henry Clews & Co.

IBA Past Presidents

1958 - 59 1957 -58 1956 - 57

m
if

William D. Kerr

1955 - 56

W. C. Jackson, Jr.

1954-55

Robert H. Craft

1953 -54

George W. Davis Walter A. Schmidt T. Jerrold Bryce

World-Wide Sees.

NEWARK, N. J.—World-Wide Se¬
curities, Inc. has been formed with
offices at 24 Commerce Street to

engage in a securities business.
Officers are Steven J. Kowitski,
President; Frank Petriello, Sec¬
retary-Treasurer; and Lillian Pet-
riello, Vice-President.

Form Speculative Sees.
WILMINGTON, Del.—Speculative
Securities Corp. has been formed
with offices at 915 Washington
Street to engage in a securities
business. Officers are Robert W.

Ogle, President; Chester C. Hal-
sey, Vice-President; and Anne
Yonco, Secretary-Treasurer.
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Specializing Exclusively in

state

and

municipal bonds

Braun, Bosworth & Co.
Incorporated

Toledo

Municipal Bonds

New York - Detroit - Chicago - Cleveland

Underwriters Dealers Distributors

Municipal and Corporation Securities

The First Cleveland Corporation
Member Midwest Stock Exchange

National City E. 6th Building

CLEVELAND 14, OHIO

Telephone: PRospect 1-1571 Teletype: CV 443 -CV 444

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Volume 190 Number 5908 . . . The Commercial artel Financial Chronicle (5281) 77

For the United States
Continued from page 18
the budget. There are things gov¬
ernment should undertake to
foster development of our human
and natural resources, particu¬
larly in education, research and
in necessary public facilities.
They should be neither the most
things nor the least things; they
should be the right things. The
guide should be the highest
coincidence of the private and the
public interest.
It is interesting today to reflect

on the myriad uses to which the
public fisc is being put—the vast
collection process of some $80
billion and the redistribution of a

large - share of this vast income
in programs of- various sorts
throughout'our country. "
A balanced budget is no

summum bonum of fiscal policy.
It is, however, a useful instrument
of self discipline, to keep govern¬
ment from expanding without the
people's express consent. It is a

means to an end.

Deficits will appear, of course,
when recession shrinks revenues.

But deficit financing cannot in
good conscience be carried over

into the good years, when we

should generate a surplus to pay
down the recession-created in¬
crease in the national debt.
To hear voices inventing

specious reasons why ,we need not
live within our means, even in
prosperous times, is dismaying,
but a challenge we must deal with
effectively.

Suggests Four Steps
In order to improve Federal

expenditure control, it seems to
me, we should take at least these
four steps:
(a) We need new legislative

procedures that will enable mem¬

bers of Congress to see, at any

time, what impact their actions
on individual money bills will
have upon the total budget. A
properly conceived single appro-;
priation bill might well achieve
this purpose. \
I know members of Congress

have indicated this has been tried
and will not work. If this is so,
if this is their conviction, the
matter must not stop there.
The members of Congress have,

an obligation to adopt an alter¬
native that will work, and it is
better than merely adding up at
the end of the session all the

figures that were done piecemeal
over many, many months.1i
(b) Each budget should indicate

the nature of expenditure trends
so that the built-in expenditure
momentum can be clearly seen
and dealt with. ■ X : -

Like the iceberg problem, you
start- in the' first year with $5
million on a $230 million project
and that amount is easily absorb¬
able in the first year; but as you
go forward it automatically
sprouts and fills up and absorbs
increased revenues at a rapid rate.
(c) The President should have

the "item" veto.

(d) A continuing citizen body
of the Hoover Commission type
should be created to recommend

ways to get greater efficiency in
government operations.
Much has been accomplished

but much remains to be done. A

watchdog committee of that sort
could perform a useful gadfly
purpose in the field of operations
which Mr. Walter Maynard has
referred to in the Federal Taxa¬
tion Committee report to the
I.B.A. membership at large. I am

simply going to say that the prob¬
lem before us as a nation appears
to be: Will the nation benefit
more from a tax reduction or from
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new government spending pro- ^

grams? 1 •1 ■ • * • ' ;
I think perhaps we have

reached the point where we be¬
lieve, except for a few high
priority spending programs, in the
Space Area, and in research and
in certain aspects of education,
that we should screen methods of

holding expenditures so we can
make some adjustments in our
revenue system which are clearly
a drag qpon the economic growth
we seek.

; The only reason we have not
achieved it is because we, as a

nation, have been unable to arrive
at a consensus. There is a diver¬

gence of opinion which Mr. May¬
nard reported and this is, of
course, an indication of the tre¬
mendous job of conciliation which
is laid upon the Congress. If any
of us advocates any particular tax
measure, let us be,.sure it is we
and not somebody else who makes
this thing, which is so important
to us, jibe with the broad national
interest. If there is doubt, let it
be - we, ourselves, rather than
someone else who points it out
and evaluates it.

Demagoguery in Credit Policy

The third point on this agenda
that I want to talk about is in
the area of credit policy.
Money, credit and interest rates

will never cease to be fascinating
subjects.
In economic policy discussions

in our country today, they remain
a fertile field for demagoguery.
The last session of the Congress
was, in some respects, quite dis¬
couraging in its lack of under¬
standing and judgment in this
broad field. The disposition to
fiscal and monetary escapism
manifested there was proof of the
need for an intensive effort at
wider understanding in this
murky and esoteric field.
I was interested in my con¬

versations in Poland how many

times the Minister of Finance and
head of the Central Bank re¬

ferred to the theme: "We cannot

hope to operate a socialist econ¬

omy without sound money."
I thought to myself, "Well, if a

regimented, controlled economy
cannot hope to operate without
sound money, how in the world
can our kind of a system, with
all the dimensions of freedom

employed in the market system
hope to operate efficiently with¬
out sound money?"
I think we should stop spending

so much time explaining the need
to relieve ourselves of the dis¬

cipline of the monetary system
and realize it is an essential to
economic health in our country.
In this area there are some

ideas which I think we should do
our best to make clear.

(a) It is probably true, first,
that we have embarked upon a~

period of some considerable dura¬
tion during which interest rates,
including future recession years,
will average noticeably higher
than they were in the Depression
Decade of the 1930s, the controlled
era of the war and postwar years
of the 1940s and early 1950s. The
prodigious demand for capital all
over the world will be added to
the needs at home. The demands
for capital at home and overseas,
it seems to me, makes this general
proposition highly likely.
(b) Trying to run a prosperous

economy on depression levels of
interest rates can only lead to the
speculative excesses that breed
recession or to inflation of the
money supply and direct controls
seeking to avoid this unhappy
result.

You cannot run a high level
economy on depression interest
rates; and yet on this simple fact
we have not been able to be per¬
suasive enough. That is a job for
allof us.

(b) Despite a disposition in
some quarters to make the Fed¬
eral Reserve authorities appear
as the original versions of the
"

- • . Continued on vaae 78
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ugly American, we must urge
strongly and persuasively the
need for an independent central
bank.

Only thus can we maintain the
proper set of checks and balances
in this part of our government. I
do not see any need for new co¬
ordinating machinery in Washing¬
ton to bring the Federal Reserve
System more closely in touch
with other government depart¬
ments. There is certainly no lack
of opportunity for * the central
bank and the Treasury and others
to talk.

It could too easily, in the
wrong hands, become a coercive
device in the direction of per¬

petually easy money.

The independent role of the
Federal Reserve System could be
reemphasized, for example, by
bringing the Chairman of the
Board of Governors to full equal¬
ity withj the Secretary of the
Treasury in such matters as
statutory rate of compensation.
(d) The Federal Reserve Sys¬

tem should continue to be respon¬

sible to the Congress as at present.
However, the statutory mandate
by the Congress to the System
should be cast in strategic and
not tactical terms. This is now

done explicitly in the Federal
Reeerve Act and implicitly in the
Employment Act of 1946.
It would be a mistake, in my

opinion, for Congress to give
tactical directions, as it considered
doing in the last session with re¬

gard to the specific manner in
which open market operations
are to be conducted.

(e) While properly a matter of

fiscal policy, it is right to em¬
phasize in this context the need
for Congress to remove the 4*4%
ceiling on longer-term Treasury
borrowing in order to permit bet¬
ter management of the national
debt.

This is an interesting point.
Congress has already recognized
the facts of life in this general
field by its actions in lifting
statutory ceilings on housing loans
and savings bonds. With some
help from the outside, this next
logical step, held back by the last
Congress in a spell of fiscal
emotionalism, can perhaps be
taken next year.

Pleads for More Competition

The fourth item on my agenda
is competition in economic policy.
One of the costliest heritages of

the Depression Decade of the
1930s is the disposition to abridge
competition and to defend de¬
partures from it as necessary in
the national interest. Certainly,
some of these interventions had a

valid basis and some still do. But,
by and large, our profession of
belief in a competitive economy
tends to outrun our performance.
Don't fool yourselves: tbis matter
is carefully observed and reported
elsewhere in the world, on both
sides of the Iron Curtain.
As was said to me the other day

with respect to another matter:
"Everybody smokes the peace
pipe; nobody inhales."
I think it is obvious that invest¬

ment bankers know what com¬

petition is.
I am finding, in the commercial

banking field, we also know what
it is.

We need to remind ourselves of
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this fact, for, in terms of economic
theology, there is probably a bit
of the monopolist in all of us.
From the viewpoint of economic

policy such a reaffirmation of be¬
lief in the competitive basis of our
economic society leads to several
possible considerations:
(a) In agricultural policy we

need to move resolutely toward a
greater use of market forces in
pricing and resource use. The
mandatory price support program,
in existence for more than a

quarter of a century, may now be
judged to be a costly failure. It
has failed to face up to the prob¬
lems posed by the onrush of farm
technology. It must be funda¬
mentally modified so that the
price support mechanism will
move crops into regular market¬
ing channels and not into indefi¬
nite government storage.
As an •' accompaning interim

step we should substantially ex¬

pand the conservation reserve

program.

(b) In transportation policy we
must get up the courage to aban¬
don some obsolete ideas and ac¬

cord competition new emphasis
in that over-regulated field of
activity. I am looking forward
hopefully to the upcoming report
of the Secretary of Commerce on
this subject.
(c) In business practice it would

be constructive to see further em¬

phasis on competitive pricing.
Some observers have commented
on a tendency for competition to
range vigorously in many areas,
but much less so in pricing.

Pricing for volume is the prin¬
ciple that built American busi¬
ness. It is still a good principle.
(d) In labor-management rela¬

tions, the counterpart of pricing
for volume is compensation based
on production. Overpaying our¬
selves for what we produce leads
to the rising costs that make for
higher prices. •

The power to command pay for
work in excess of productivity has
been clearly demonstrated in the
postwar period. This remains a

vital matter for action on both

private and public fronts. The in¬
crease in our standard of living
depends on whether we produce
more for less, or, as we have
shown a tendency to do in recent
years, merely to produce more for
more.

I would expect that my friend,
the Secretary of Labor, when he
addresses the IBA Meeting would
go more fully into this field
which, perhaps, financial people
have less competency to discuss
than he would have.

(e) In trade matters we will be
well advised to hold to our na¬

tional policy of gaining the bene¬
fits of competition not only within
but across national borders, con¬
sistent with national security con-;
siderations.
The final point of my agenda is

foreign economic policy.

A New Discipline Facing Us J

In the last two years, Americans
have discovered the balance of

payments. The heavy deficit last
year, with its considerable efflux
of gold, and the prospect of a

larger deficit this year have pre¬
cipitated considerable discussion,
ranging all the way from panic-
to complacency.
When we speak of gold my

mind goes back to an incident in*
Washington where, at a dinner
table sat a very delightful lady
from Kentucky. She was having
a conversation with a gentleman
from Texas about the relative
merits of their two states.
The lady from Kentucky

thought she had an unanswerable
point when she said, "Well, of
course, in my state, we have
something you don't have in
Texas or in any other state. We
have over $20 billion of gold out
at Fort Knox."
The Texan had encountered

most everything,. but that one-*
floored him for a moment.
She saw that she had scored

and she moved ,in on him with

this remark: "Yes. There is so

much gold in Kentucky that we
could take it and build a fence
three feet high and three feet
wide all around the State of
Texas."

This, the Texan, thought, was
unbearable.

Finally, he marshaled his re¬
serves and said, "Lady, you go
ahead and build your little old
fence, and, if I like it, I'll buy it."
It is true that some temporary

factors affecting both imports and
exports have been operating in
the last year or so to magnify the
problem.
The plain fact, however, is that

we have a problem. It is posed by
the acceleration in the tendency
for dollar out-payments to exceed
dollar in-payments. But it is
more than a problem. It is per¬

haps a new source of discipline in
our economic affairs.
Before the last year or two, I

suppose there were not one thou¬
sand people in Washington who
watched particularly the condition
of the gold reserves.
As a matter of fact, when

George Humphrey became Secre¬
tary of the Treasury in 1953 he
had it counted to see if it was

actually there. .

There is a new theme: We can¬

not maintain balance in our in¬

ternational accounts if we fail

to maintain leconomic balance at
home.

To this end, it seems to me,
several matters commend them¬
selves to our thinking and atten¬
tion.

(a) The government has already
taken the initiative in the matter

of getting discrimination against
American goods removed in those
markets of the world where no

longer the balance of payment
basis for their discrimination
exists. *Mainly, however, we must
put great emphasis upon competi¬
tive costs and prices by the union
leaders and managers of our in¬
dustry. It is a tremendous re¬

sponsibility.
This will make it possible for

American products to hold their
own at home and permit us -to
maintain and build up our export
surplus on current account, now
running at about S3 billion an¬
nually. We must maintain and
expand this export surplus on
current account, if we are to do
all the other things in the field
of the military and economic as¬
sistance, investments, tourism that
we are now doing.
(b) Defense of the currency

through sound monetary and fis¬
cal policy is essential if confidence
in the dollar is to be maintained
and thus discourage wholesale at¬
tempts to convert foreign : dollar
claims into gold.
(c) Deliberate efforts to narrow

the balance of payments through
shrinking the volume of imports
by new trade restrictions should
be avoided. The better approach
is to seek via vigorous merchan¬
dising efforts an expansion of ex¬
ports by attention to price1,' quality
and variety of goods offered
abroad.

"(d) Interference v/ith private
American investment abroad,
through some kind of Capital
Issues Committee, should be re¬

jected as a means toward better
balance in our overseas accounts.

(e) Government aid programs
of various kinds can properly be
examined for adjustments to ease
dollar out-payments, These pro¬

grams are, in a sense, emergency
and extraordinary additions to
balance out-payments, out-go
categories and, therefore, are
more properly subject to recon¬
sideration.

However, the modifications
along "Buy A m e r i c a n" lines
should be regarded as actions
taken in exceptional circum¬
stances, such as the postwar dollar
discrimination against American
goods in Europe, and subject to

review and revision under other

circumstances. .

No economist could ever sub¬

scribe, really, to any basic doc¬
trine other than, Buv in the
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Report of IBA Nuclear
Energy Committee

cheapest market and sell in the
clearest market." -

That is fhe most fundamental
principle of trade.
But there do come periods

when, because of these excep¬
tional and emergency factors, a Continued from page 31 existed heretofore, each covering
period of digestion and adjust- fjgures are equivalent to 1,500 and an individual operator in Canada.

I'r'nMtow ^rtio'nTtaken bv thf 3'500 tons rcsPectivcly of uranium The total pounds to be delivered
United sites be regarded by 03dde: T? |™rantee the inventory and the prices to be paid under
S in Iheir imDi-ovi and £uel burnuP f°r 20 million existing contracts remain' un-
circtmstanees with regard to for- kllowat,ts. bV setting aside or changed. In order to help the
ZTvS® ^serves as a basis earmarklng the uranium needed companies meet their financial
for retromressimr TrT their own £or a 2°-year consumption, would obligations; advance payments of
trade and^a?ments policy : cal1- for 100>000 toas of uranium «2'3« will be affected for each

. • t oxide.' Even . if we double this pound deferred at approximately
I have just one.word oi. con- fjgllrej by takihg into account the the same time as delivery would

elusion and that is tnis.- it .tne applications' of atomic /energy have been made, had there been
items on this agenda seem to. be other than electricity, we still no deferment. Similarly, the
valid and important mattery for Come to the conclusion that there United Kingdom, which receives
consideration for the development is g0ing to be a temporary .gap about 10% of current uranium
of a consensus, then what are ,we between production and demand shipments, has offered to make an
going to do about it. of uranium. It is quite probable additional advance payment of
One of the difficulties, I think, that the burnup needs for the $1.50 per pound on any portion

is that most of us perhaps hold a nuclear capacity. in operation by up to 16 million pounds of the
more long-term—which I tend to 1970 for electricity and other amount covered by their contracts
equate to a conservative—point of peaceful purposes, plus the in- which can be deferred into the
view as against the jumping in ventory needs of new capacity period January 1, 1965 througn
and solving every problem today and the "pipeline" requirements Nov. 30, 1966. It is likely that the
or tomorrow regardless of the leading to and from the reactors, stronger companies will buy
consequences. will absorb the full output of the several contracts and thus assure

. I read with a great deal of in- mills at the presently contem- themselves of continued opera-
terest the names of the commit- plated levels. Until then, the best tions.
tees in the Investment Bankers interests of all nations will be ^be agreement reached will
Association. I would like to sug- advanced only if a healthy undoubtedly be mutually ad-
gest that perhaps there might be uranium mining and milling in- vantageous and it certainly is a
room for one more committee, an oustry is maintained. rritionfil solution to thp tpinnfirsrv

over-all IB.V committee whose
|ED1TOR.s NOTEgapreferred to in this report be!

purpose would be to further adult ^ie da^e ^s report, the AEC tween production and demand of
education broadly in this whole revised its agreement with Cana- uranium,
aiea of money, credit, and mtei- Because of this the Commit-
est rates, as they bear on the tee prepared the following adden-
problem of achieving economic dur£\i
goals in America.
It seems to me that all of us On Nov. 6, after this report was

fo
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Our Reactor Program—
Its Added Diversification

The total budget of the AEC
11 seems 10 me uiai an oi us

wrTfte^' "the'unitedStateTAtomic for the fiscal year 1960 allotshave a tremendous obligation here wrirten, tne unnea oiates Atomic . f f, U()()

beyond our day-to-day work as is "ro'aS
evidenced m the IBA eomm.ttee thrt it would not exerc.se Usee- n ^ ^^
We have the injunction of the arrangements with Canada to 'reactor prototypes'such

distinguished Engiishman Alfred ^
he^said, the post-1962 period through Dec. b<£ling_watei. reactor, theA great society is a society in . ■ . fluid-fuel reactor the fast'nower-

which its members of business The new plan provides for a "U'd'ael factor' th^ sndh^i
think greatly, ofJheir functions." single contract between the Com- graphite reacto£ the 0rganic-
•An address by Dr. Haugc before the mission and Eldorado Mining & moderated reactor and the

48th Annual Convention of the invest- Refining, Ltd. instead of the gas-cooled reactor. An additional

B»ThaKrri.^D"ia,i';n.9°59America' several contracts which had amount of close to $20 million
permits the AEC to assist in the
civilian power construction pro¬

gram under cooperative arrange¬
ments with such companies as:

Yankee Atomic Electric Company;
the Consumers Power Company
of Nebraska; The City of Piqua,
Ohio; Northern States Power
Company; The Carolinas-Virginia
Nuclear Power Group; The East-
Central and Florida-West Coast
Power Groups; The Philadelphia
Electric Company, and others. The
remainder of the AEC appropria¬
tions under the reactor develop¬
ment program of close to $300
million goes to the naval propul¬
sion reactors, the Army power

reactors, the aircraft propulsion
reactors, the missile propulsion
reactors, etc. There is no doubt
that our country still retains the
lead in its diversified reactor

program and that we have the
1 greatest number of prototype re¬
actors in operation.
In the civilian power reactor

nroeram, industry has more than,
matched the Governments as¬

sistance and some companies are
in fact proceeding with their con¬
struction work without any Gov¬
ernment financial assistance
whatever. The studies on homo¬

geneous reactors, in which the
fissionable material is either in
a solution or in the form of a

r
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slurry, have shown that some of
the technical problems associated
with their construction and opera¬

tion are greater than anticipated.
As a result, developmental work
on this family of reactors has been
slowed clown considerably and
further effort is being concen¬
trated on the heterogeneous re¬

actors, in which the fissionable
materials are in the form of solid
fuel elements. The heterogeneous
reactors form a vast family and
the available scientific talent can

best be channeled at this time
into the ultimate successful de-
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velopment of the most promising
ones.; It is likely that research
work on an extensive scale on

homogeneous reactors will only
be resumed after some reactors

using solid fuel elements have be¬
gun to deliver economic power.

The technological emphasis
shifted in 1959 towards the

development ..-of, an organic-
moderated ? reactor and of a

closed-cycle gas-cooled concept,
built, by Atomics International, a
division of North American Avia-

tiqh, and General Atomic, a divi¬
sion of General Dynamics. At the
end of August this year, the AEC
signed contracts with the Phila¬
delphia Electric Company (and 54
associated utilities) and General
Dynamics Corporation, authoriz¬
ing the construction of an
advanced high-temperature gas-
cooled plant. This plant will have
a i, graphite-moderated helium-
cooled reactor designed to produce
40,000 kilowatts of electricity and
is expected to be completed by
October 1963. The plant will be
constructed by Philadelphia Elec¬
tric on its utility system at Peach
Bottom, York County, Pennsyl¬
vania. The Commission will reim¬
burse General Atomic for the cost
of research and development up
to $14.5 million and will waive
$500,000 fuel use charges. The
Commission will also waive $2
million in fuel use charges through
the first five years of operation
under the Philadelphia Electric

contract. The nuclear power plant
is expected to cost $24.5 million.
The Atomic Energy Commission

chose the H. K. Ferguson Com¬
pany to build a second gas-cooled
atomic experimental reactor. This
reactor which is to be installed
at Oak Ridge, Tennessee is being
designed by Kaiser Engineers and
Allis Chalmers Manufacturing
Company. This reactor and the
one .iust described above will give
us valuable experience in gas-
cooled, reactors. .. -V -■

In 1959 the AEC also initiated
a long range program to evolve
effective thermal breeder* re¬

actors which would make full use
of the latent energy in thorium.
As this Committee has expressed
in previous reports, thorium, un¬
like uranium, does not have a

naturally fissionable isotope but,
when bombarded with neutrons,
thorium is transmuted into
uranium-233 which is a fissionable
material just • as valuable as

uranium-235 or plutonium. Such
a program offers no threat to
uranium for the foreseeable fu¬

ture, because it will take many
years before enough uranium-233
is produced1 to fuel new reactor

capacity on an important scale,
Consolidated Edison's reactor at
Indian Point, near Peekskill, New
York, to be completed in 1961 will
make use of this principle, al-
*A breeder reactor is one in which

more new fissionable material is produced
than is consumed in the core of the
reactor.
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though it will not be a breeder.- :
It is worth-while repeating what
the Committee stated in last year's-
report, namely, that the true
future of atomic energy lies in
breeding. Without breeding,
atomic energy at best would be
comparable to oil—not even to -

coal—and our energy reserves im
oil are only a few percent of
those known to exist in coal. This

analysis holds for the world at
large. Fast neutrons, as opposed
to slow or thermal neutrons, have
the nature-given ability to con¬
vert uranium-238, which makes;
up most of the natural uranism,*
into plutonium. The Detroit Edi-;
son reactor to be completed in.
1961 will make use of this prin--
ciple. " Evidently, the use of plu¬
tonium -a& a reactor fuel' is-'

indispensable if the world uranium
reserves are to be used to their
fullest advantage. The abundance
of uranium, for the next decade,
to which we have referred earlier
in this report, should not preclude
this nation from investigating the
problems of breeding plutonium
or uranium-233 as two additional
fuels for the more distant future.

Capital Grants—Cost of Atomic

Energy
The present harmonious rela¬

tionship between the AEC and the
Joint Congressional Committee on

Atomic Energy augurs well for
the future. Next year, the AEC
will undoubtedly seek authority
to make capital grants of perhaps
up to 50% of the total cost of
nuclear power plants constructed
by public and private power or¬

ganizations. However, it is prob¬
able that such assistance will be
limited to a maximum of 75% of
the difference between the capital
costs of a nuclear and a conven¬

tional plant of the same size. Such
a capital grant-assistance program
would very likely induce the
more hesitant utilities to embark
on the construction of new re¬

actor prototypes and thus hasten
the day when atomic energy will
become competitive with . con¬

ventional electricity. .

Westinghouse took a bold step
last September in offering nuclear
plants at guaranteed plant capital
cost, plant capability and fuel
burnup. This step will undoubt¬
edly greatly assist in reaching the
goal of competitive power.

Nuclear Superheat

Although nuclear fuel tech¬
nology has been further advanced
in 1959, the point has not yet
been reached where atomic energy
in any nation is competitive with
conventional energy. It will take
five to ten years before atomic
energy is competitive in the high
cost areas of the United States.
One way to lower the cost of

electricity made from the atom
is to go to superheat. Particular
emphasis is now being placed on
nuclear superheat. Because of the
danger of a hot spot in a reactor
with the consequent danger of
meltdown of a fuel element and
the corresponding release of
radioactive fission products in the
cooling systems, reactors have
been operated at rather conserva¬
tive temperatures with the result¬
ing low overall thermodynamic
efficiency of about 25%. This of
course does not compare with the
efficiency of 40% obtained in
some of the most modern con¬

ventional plants using super¬
critical pressures and elevated
temperatures. Companies such as
Combustion Engineering-General
Engineering Corporation, General
Electric, Westinghouse, are en¬
gaged .in the study of nuclear
superheat. Any increase in the
overall thermodynamic efficiency
—and this is extremely important
—will- automatically result in a

proportional lengthening of the
lifetime of the fuel elements in
terms of useful energy produced,
while also reducing capital costs
per kilowatt of installed capacity.
General Dynamics promises effi¬
ciencies of at least 32% in their
closed-cycle gas-cooled reactor
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concept now being developed.
Competitive atomic energy defi¬
nitely will not be achieved with¬
out such high efficiencies. When
one or more types of reactors are

identified as the most promising,
they will be mass-produced and
this will further lower the capital
costs but, as previously stated,
they are never likely to be as low
as in conventional plants, although
fully competitive from an eco¬

nomic standpoint.

On the Greater Capital Costs of
Nuclear Plants

It is perhaps appropriate at this
particular juncture to call atten¬
tion to the fact that atomic energy
is not the only industrial field
faced with higher capital costs in
the future for a given amount of
power or output. By and large,
industry is using more and more

automation. But automation in

industry can be justified only if
it is economically competitive and
this, too, applies to atomic energy.
In other words, the higher fixed
charges of atomic plants or auto¬
mation devices have to be offset

by savings in either fuel or oper¬
ating expenses. It is apparent,
therefore, that in the United
States, as in the rest of the world,
capital needs will probably grow
faster than the national economies
as expressed by their Gross Na¬
tional Product.

- Reactors for Process Heat and
- Ship Propulsion "

The AEC and Industry have
lately begun to develop a real
interest in the construction of
reactors for industrial process
heat where

. very high tempera¬
tures are not needed. The Com¬

mission, .'in the early part of
September of this year, awarded
Sargent & Lundy a contract for
architect-engineering services for
an experimental low-temperature
process heat reactor. The proposed
reactor would be a pressurized
water type, which would produce
approximately 40,000 kilowatts of
heat, at a site yet to be deter¬
mined. Earlier this year, the first
nuclear, reactor to produce steam
for a paper mill went critical at
Halden, Norway; it is a 10,000
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kilowatt-heat r e a c t o r, using
natural uranium and heavy water
as moderator. This was built

primarily, however, as an experi¬
mental facility. When we think
that approximately one-third of
our national energy input goes
into the production of industrial
heat, it is evident that industrial
process heat may in time even

surpass electricity as a field for
the use of atomic energy. Elec¬
tricity—not a source of energy per
se but a convenient way to extract-
the energy contained in coal, oil
and natural gas — covers only-
about 15% of our national energy
needs; This -percentage - results'
from the fact that the total in¬
stalled electric capacity in the
United States which .is 140 million

kilowatts, last year produced ap¬

proximately 650 billion kilowatt-
hours^ At 10,000 BTUs per kilo-
watthour, or an average efficiency
of 32.4%, this corresponds to 6,500
trillion BTUs. In the /United
States, the total energy input from
all sources is about 43,000 trillion
btus.

. ;•»
•:/. The NS Savannah was launched
on July 21 of this year. This is
a prelude to nuclear powered
tankers which will be operating
within 10 years. ' " \

Atomic Energy for Other Purposes

The Department of Interior and
the Atomic Energy Commission
also signed an agreement in Oc¬
tober for a cooperative project
for the development of a nuclear
powered saline water .conversion
plant. This plant, which is ex¬

pected to be completed by 1962, is
being developed by Sargent &
Lundy and The Fluor Corporation.
Its capacity will be 40,000 thermal
kilowatts.'

Much publicity appeared in
1959 regarding the use of atomic
devices for the release of shale oil
and the development of harbors,
but much more research is needed
before atomic energy can be used
for such purposes. In time shale
oil necessarily will become the
basis for our domestic supply of
crude oil and will become the
basic raw material for the chem¬
ical industry. It is very likely that
atomic energy,, will be helpful
here.

Chemical Reprocessing of Spent
Nuclear Fuels

In the early part of 1957, the
Commission made known the

charges it would make for reproc¬
essing of spent nuclear fuel. - All

reprocessing today is done in the
AEC plants. It is the Commis¬
sions policy,' however, to remove
itself from this field when private
industry is ready. It is gratify¬
ing that several companies have
begun to show an interest in this
and it is likely that in the next
year or so at least one company
will embark on the construction
of a reprocessing' plant. Such a

company might either be a fuel
element fabricator, which would
then sell reactor cores to utilities
and buy them back after the fuel
has been used up. Or it might be
a chemical company which would
then reprocess the spent nuclear
fuel at a given cost. The present
AEC prices for reprocessing are
somewhat unrealistic and it .is un¬
likely that any private reprocess¬

ing plant could operate at the low
figures quoted by the Commission.
If we are, however, to have a pri¬
vate atomic energy industry in
time, it will be essential for the
utilities to use the services of such;
private reprocessing plants,-; even
though the cost to the utilities
may be higher than with"the Com¬
mission in the early months of
operation. ; /

Atomic Energy for Food
Irradiation

Progress has been excellent , in
1959 in the industrial use of radio¬
active isotopes and radiation, two
valuable byproducts of atomic
energy. One very important
aspect in which there is much in¬
terest is the use of ionizing radia¬
tions for the preservation of
foods. The government's interest
in the food irradiation program is
represented by the AEC in its
various laboratories at Argonne,
Brookhaven and Oak Ridge, to¬
gether with the Department of
Defense and the Department of
Agriculture. American Can, Gen¬
eral Electric, High Voltage En¬
gineering, Swift & Company,
Kraft Foods and others represent

industry in this attempt. This ef¬
fort today is of national and in¬
ternational scope. The AEC's pro¬
gram for high intensity radiation
development called for the
construction by Curtiss-Wright
Corporation of a multi-megacurie
cobalt-60 high-intensity food-ir-
radicator to be built in California
as a pilot plant for use by the U. S.
Army Quartermaster Corp in its
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radiation preservation of foods. In :
the latter part of October of this
year, the Army decided, however,
to cancel the $7.5 million project
on which more than $1 million
had been spent on design plan¬
ning More research on toxicity
and physiological effects of irradi-:
ated foods are evidently needed
before proceeding with actual
construction work. This is the,',,
second time that construction * of
a food irradiation facility has been
postponed and is also proof that
radiation and its interaction with
matter needs improved scientific
understanding. ..

The Commission originally
planned in 1956 to have Kaiser

,

Engineers build a food irradiation
reactor for the Army's use. This
project was abandoned in favor of ;
the cobalt-60 food irradiator just;;
mentioned and was based nn a < •:

system developed by the Inter-
nuclear Company of Clayton, Mis¬
souri, which ' would produce
intense jgamma radiation from in¬
dium sulphate in a water solution
circulated in a reactcr. The in¬
dium becomes intensely radio-
active 'under the neutron bom-"'
bardment and the solution is then
circulated away from the reactor
and its neutrons to a food irradi¬
ator into which the food is placed
for as long as is necessary. . • - •

In the meantime, the AEC plans -

to use sodium-24 for industrial ir- '

radiation at Halam, Neb., empldy-"-
ing for this purpose a loop from
the sodium-cooled graphite-mdd- ■

erated power reactor to be built
by North American Aviation. The
plan is to put radioactive sodium
through a series of piping pan¬
cakes in an adjoining room in
which truckloads of wheat and
meat can be irradiated. It is be- ;

lieved possible to pasteurize sev¬
eral hundreds of tons of food per

day by radiation at a cost of a

very small fraction of a cent per
pound.
Should the tests prove success¬

ful, they will inject new enthu¬
siasm among some of the industrial
companies that have cut back on
research and development efforts
in the radiation preservation of
food products since the end of last
year. Such companies as Swift &
Company, National Biscuit and
Thomas J. Lipton, Inc. objected
to either the smell or bad taste

which apparently resulted from
some of the tests.
The effect of radiation on food

is really to kill the microorgan¬
isms which account for the spoil¬
age of food. However, microor¬
ganisms require strong doses of
irradiation to be completely de¬
stroyed. Whereas the lethal dos¬
age for man is about 800 rep

(roentjen equivalent physical),
the required dosage to destroy
microorganisms may be one to
four million rep. In food steril¬
ization, however, it is not neces¬
sary to reach very high dosages
and the whole problem may be
much simpler and the cost much
less. Slightly irradiated food
may then be stored in refriger-;
ators for long periods of time and
this might very well increase the
-demand for more cold storage
space. This apparently paradoxical
result of having atomic energy
boost the sales of refrigerators is
found in other applications of
atomic energy. No special utiliza¬
tion of atomic energy will displace
the existing non-nuclear applica¬
tion; rather it will supplement it
or assist in its further develop¬
ment.

Only time will tell what the
cost of providing the radiation is
going to be. Because of the large
number of experiments yet to be
performed, final conclusions may
not be reached for a few years. It
is therefore difficult to say when
radiation processing of foods may

begin on a commercial basis. ^

The International Atomic Energy
• Agency

The International Atomic En¬

ergy Agency, a specialized agency
of the United Nations, was cre-

'
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ated in the fall of 1957 in Vienna,
Austria. It is now fully operational
and is doing excellent work in
counselling the underdeveloped
nations in preparing themselves
for the day when atomic energy
will become practical for them. Its
primary role is to assist, guide and
coordinate.

The United States has signed
more than 40 bilateral agreements
with other nations to assist in
their atomic research programs.
Of course, this activity must pre¬
cede the actual construction and
operation of power reactors. It is
hoped that in time these bilateral
agreements will be transferred to
the International Atomic Energy
Agency so that it will become the
ultimate depository for such
agreements. Certainly it was the
intention of President Eisenhower
through his "Atoms for Peace Pro¬
gram," which in turn led to the
creation of the Agency, to work
through the Agency with the other
nations of the world. Evidence of
this is also found in the fact that
this country has agreed to make
available 5,000 kilograms of urani-
um-235 to the Agency at the
AEC's price for domestic sales and
to match the sum total of all

amounts made available to the

Agency by all other nations up to

July 1, 19G0.
Encouragingly, the United

States and Russia recently pledged
themselves to a closer cooperation
within the Agency.

The European Atomic Energy
Community (Euratom)

In May, 1957, the six nations of
The European Atomic Energy
Community (Euratom)—France,
West Germany, Italy, Belgium,
The Netherlands and Luxembourg
—announced an ambitious pro¬

gram calling for the construction
of 15 million kilowatts of nuclear
capacity by 1967. This figure was
not abitrary but resulted from
studies showing this amount of
nuclear power is needed if the en¬
ergy imports of coal and oil by
the Euratom nations are to be sta¬
bilized at their 1963 level. A more
modest program is now being im¬
plemented as this ambitious goal
will not be reached.

In November, 1958 the Euratom
nations signed an agreement with
the United States in Brussels, the
major objective of which is to
construct one million kilowatts of
nuclear capacity by 1962-63 em¬

ploying reactor types developed
in. the United States. These plants
will be financed to some extent

by a $135 million loan from the
U. S Export-Import Bank. Also
under the agreement, the United
States is guaranteeing the fuel
costs and a market for the pluto-
nium produced in the reactors for
10 years. Both the United States
and Euratom have agreed to in¬
vest in equal shares $100 million
over the next five years in a joint
research and development reactor
program.

The deadline of Oct. 20, 1959
had been set for the submission
of firm plans to construct atomic
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plants. It had been hoped that at
least- six such projects would be
presented and it was a great dis¬
appointment to all that only two
proposals were received, one in
Italy, the other one in Germany.
To make matters even worse, the
Italian project had been decided
upon a year ago and it is referred
to in this Committee's last year's
report. Although statements of in¬
terest were received from several

utilities, the addition of a single
project only is of concern.
The most likely explanation for

this state of affairs is that the

temporary coal surplus in Europe,
the promise of oil from Algeria,
and the fact that even in Europe
atomic energy is not yet competi¬
tive, have induced the utilities to
postpone their decision. The Joint
Congressional Committee on
Atomic Energy immediately
ordered a reappraisal of our
international program for the
development of atomic energy to
determine what changes are
needed. Perhaps the conclusion
will be that, for the time being at
least, our nation should place an
even greater emphasis on research
and development in the /inter¬
national aspects of atomic energy,
at the expense of the immediate
construction of reactor plants
abroad. There can be no doubt,
however, that Europe cannot af¬
ford for long to delay the ^con¬
struction of several more atomic

plants.

Conclusions

Atomic energy is not yet com¬
petitive, but we are well on our
way toward it. Many factors de¬
scribed in this report indicate that
we moved quickly in this direc¬
tion in 1959 The goal can only
be a very few years away.

It does not appear that atomic*
energy will be substantially
cheaper than other sources of en¬
ergy as we have them today.. Nor
does it appear that any new source'
of energy will be cheap. What
will make atomic energy increas¬
ingly important is that it is a new
abundant source of energy. In
time, the availability of energy
will even transcend purely eco¬
nomic considerations. By 1970,
atomic energy will begin to take
an important place in the competi¬
tive world energy picture.
The capital needs of all nations,

as a result of more advanced tech¬
nologies in general and atomic
energy in particular, will increase
even faster than their economies
and greater savings of capital will
have to be encouraged.
Atomic energy will also make a

large contribution to a more gen¬
erous supply of food and metals.
In time, only abundant amounts of
energy will enable all nations to
extract increasingly scarce metals
from lean ores.

Abundance of the things we

require to live and improve our
standard of living will become
more and more the keynote of
atomic energy, not cheapness nec¬
essarily.
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Hemphill, Noyes:
Co. to Admit Two
Hemphill, Noyes & Co., 15 Broad
Street, New York City, members
of the New York Stock Exchange,
on Jan. 1 will admit Stephen C.
Reynolds, Jr., and Clifford Hemp¬
hill, Jr., to partnership.

Land Banks Offer
Non-Callable Bds.
The 12 Federal Land Banks are

offered publicly on Dec. 15.
$118,000,000 of 5%% bonds due
Oct. 20, 1960, and $85,000,000 of
5Vg% bonds due July 20, 1970,
non-callable. The 5%s of 1960 are

being offered at par, and the 5V8S
of 1970 at 101.

The offering is being made
through the banks' Fiscal Agent,
John T. Knox, with the assistance
of a nation-wide dealer and

banker group. Proceeds will be
used to redeem $164 million of
bonds maturing Jan. 5, 1960; to
repay short-term borrowings, and
for lending operations.

•Winslow, Cohu Branch
MIAMI, Fla.—Winslow, Cohu ,&
Stetson Incorporated has opened
a branch office in the First Na¬

tional Bank Building, under the
management of Ivan Pouschine,
Vice-President. !.

John H. Savage
John H. Savage, Limited Partner
in Watling, Lerchen & Co., De¬

troit, passed away Dec. 5.

To Form Travers & Hume
On Jan. 1, Travers & Bartsch and
Hume & Thompson will consoli¬
date as Travers & Hume, with of¬
fices at 120 Broadway, New York
City. Partners of the new firm,
which will be a member of the
New York Stock Exchange,;will
be Thomas W. Bartsch. Russell S.

Hume, Walter E. Travers, Jr., Al¬
exander R. Thompson and John M.
Dear, all members of the Ex¬
change, General Partners; . a n d
Genevieve B. Travers, Genevieve
T. Moore, Mary T. Dam Sodburg,
and Millicent T. Ryan, Limited
Partners.

Forming New Partnership
The present partnership of D. H.
Blair & Company, 42 Broadway,
New York City, members of the
New York Stock Exchange, will
be dissolved as of Dec. 31 and a

new partnership will be formed.
Partners in the new organization
will be Robert W, Miller, Charles
J. Miller, Kenneth Blair Oilman,
Louis Lieberbaum., Walter C.
Crawford, and Clement M. Stuart,
member of the New York Stock
Exchange, General Partners,, and
Dewey Awad and Michael A. Mil¬
ler, Limited Partners.

Forming A. Lipper & Co.
As of Jan. 4,,Arthur Lipper & Co.
will be formed with offices at 120

Broadway, New York City, to en¬

gage in a securities business. Part¬
ners will be Arthur Lipper, Jr.,

members of the New York Stock

Exchange, General Partner, and
Muriel Lipper, Limited Partner.
Mr. Lipper is active as an indi¬
vidual floor broker.
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AS WE SEE IT (Continued from page 1)

expect the Democratic party
to boast about.

No Funding of the Debt
The Democratic leaders

are, of" course,- on;, strong
ground when they say that
the • Eisenhower AdministraT
tion has not succeeded — or

really tried very seriously—
to get the national debt into
longer term form. In this case,
perhaps, they have a better
leg to stand' on because the
Eisenhower regime in its ear¬
lier days had a good deal to
say about the need for fund¬
ing a large part of this debt,
As has been true for a good
while past, the official Demo¬
cratic spokesmen take pleas¬
ure in pointing to increased
interest cost to the Federal
Government — which is but

part and parcel of their criti¬
cism of all efforts to get the
credit system on a sounder
footing and of any and every¬
thing which tends to bring
."tight money'* into being. The
•net effect of economic devel¬
opments during the past five
or six years, mostly under a
Republican Administration,
has plainly been to induce
more normal conditions in the

money market—and for that
no one is to be condemned
whatever the political needs
of any party are.

But the Eisenhower Ad¬
ministration is now castigated
for a rise in the cost of living
which has caused inflationary
fears to arise in the breasts of

Washington officials and a
good many not in the national
capital. Its accusers have evi¬
dently failed to recall what
this same so-called consumer

price index did during the
Democratic years immediate¬
ly preceding the election of
President Eisenhower — but

dispassionate inspection o f

the fact is not a normal char¬

acteristic of an active politi¬
cian seeking to promote his
interestsw and those of his

party. Anyhow, the cost of
living has risen in recent
years and in part at least as
a result of the tactics and

policies . of *' the Republican
regime in Washington — and
fully as much as a result of
he policies of preceding Ad¬
ministrations.

it couid nardly be expected
that these critics would fail
to gnaw on the old file —

recent rates of economic

growth. They pick terminal
dates — all «in quite recent
years — to make their point
that there has been a retarda¬
tion in the rate of growth in
this country, and somehow
the Administration in Wash¬

ington is found to be respon¬
sible for it. Of all the current

popular notions there is none
about which more nonsense

is being said than about this
rate of growth — and the
alleged tragedy of apparent
retardation in that rate. If our

growth rate has really suf¬
fered abnormally in recent
years—that is in sound nor¬
mal growth—the reason is to
be found in broad general
policies and programs which
have tended to impair our
economic vigor, not in the
absence of neo-Keynesian
artificial stimulants.

What the Democrats

Would Do

But the really dishearten¬
ing aspect of this document is
found in the indication of
what - the Democratic party
would do to remedy what it
regards as the errors of the
Republician Administration
of the past half dozen years
or so. High on its list of pro¬
posed steps is a discontinua¬

tion of the "high-interest,
tight-money" policy of the
past few years—again forget¬
ting that the higher rates of
interest in the money market
began while President Tru¬
man was in the White House.

Just what would be done to

ease the money situation is
not altogether clear. There is
a good deal of vague talk
about "administered prices"
oeing responsible for inflation
and the danger thereof—al¬
though nothing is said about
administered wages. Appar¬
ently it is believed that spe¬
cial credit restraints could

somehow keep money cheap,
business humming and the
Treasury enjoying low inter¬
est costs. In this way budget¬
ary deficits would be attacked,
but other expenditures by the
national government must,
apparently, be maintained
and greatly enlarged as a
matter of fact, according to
the Democrats.

Really, budgetary balance
would be sought by expand¬
ing everything. Apparently if
only a paternalistic, not to
say socialistic government,
were to take the right steps,
the economy would grow so
fast and be so prosperous that
it could easily meet added
costs to the Treasury and re¬
duce the disparity between
income and outgo rapidly to
the point where it would dis¬
appear altogether—or so it is
argued. True it is that there
is some vague talk about re¬

ducing the cost of agricultural
aid and even military outlays,
but one can hardly take them
seriously when in the next
breath there is promise to
bring prosperity back to the
farmer, and a promise to
make progress in space vastly
greater than is now being
made. But these promises, ex¬
press or implied, of greater
outlays only begin the story.
We must, so it is said, see

to it that every family in the
country hasrhousing — re¬

garded by the do-gooders as

adequate — and in very con¬
siderable part at the expense
of the national government.
Cities which wish to spend
more money than they have
must be "helped"; social se¬

curity must be materially ex¬
panded, and our resources
must be "developed." And
more, much more of the same
sort. The document of the

Democrats is more disheart¬

ening by reason of what it
reveals of their own ideas

than as a result of its charges
against their opponents.

Robert Baird Go.
To Admit Two
MILWAUKEE, Wis. As of Jan. 1
William B. Murphy and Anton G.
Stepanek will become partners in
Robert W. Baird & Co., 110 East
Wisconsin Avenue, members of
the New York and Midwest Stock

Exchanges.

S. P. Hurwitz Opens
BROOKLYN, N. Y.— Sheldon P.
Hurwitz is conducting a securities
business from offices at 601 Al¬

bany Avenue under the firm name
of Sheldon Paul Hurwitz Asso¬
ciates.

H. W. Gillen

Harold W. Gillen, Partner in Gil¬
len & Company, New York -Oity,
passed away Dec. 10.

Federman,
Stonehill NYSE
Firm Forming
As of Jan. 1 Federman, Stonehill
& Co., members of the New York
Stock Exchange, will be formed
with offices at 70 Pine Street,
New York City. Partners will be
Flyman L. Federman, Harold S.
Stonehill,-who will be the firm's
exchange member; Herbert M.
Iselin and Henry R; Nathan, gen¬
eral-partners; and Lawrence W.
Barber, David A.- Dawn, Stephen
W. Hofman and Joseph Michal-
over,limited partners. - Messrs.
Federman, Stonehill, Iselin and
Nathan are partners in D. H. Blair
& Company.

Gregory & Sons ^
To Admit Linne
Gregory & Sons,-72 Wall Street,
New York City, members of the
New York Stock Exchange, on
Jan. 1 will admit George W. Linne
to partnership.

A. V. Pace Opens
HOUSTON, Texas.—A Virgil Pace,
Jr. is conducting a securities busi¬
ness from offices at 1711 South
Coast Building. He was formerly
with Magill Wareing & Co.

New Barth Branch
SAN JOSE, Calif.—J. Barth & Co.
has opened a branch office at
Town and Country Village, Stev¬
ens Creek Road, under the man¬

agement of James E. Ryan.
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Report of IBA Insurance
Securities Committee

Continued from page 24

be returned to policyholders if all and do not include an adjustment ratio, the measure of efficiency of
outstanding policies were can- for the "equity" in the Unearned operation, is the ratio of under-
celed. As these premiums become Premium Reserve. These statu- writing expenses incurred to pre-
earned over the term of the policy tory underwriting earnings give miums written, which in our ex-
contract—which may cover a pe- an incomplete picture of "true" ample was 40%. By combining
riod of as much as five years— earnings and should be adjusted these ratios and relating the sum
they are released from "Unearned to compensate for prepaid acqui- to 100%, we arrive at an estimated

ji representing only 3% of current premiums" and become part of sition expenses. profit margin. In our particular
irwnWinf* nnmnetition between volume, this is one of the fastest the "Premiums Earned" account. Let us take a hypothetical case case, the sum of these ratios is

firo i-jKniaitv rnmnanies and life SrowinS lines and is designed to No credit is permitted for the var- and see how this adjusting factor 90%, which, of course, leaves a
incnranpp rnmnanies produce individual policies which jous expenses incurred upon ac- is applied; assume that as of June profit of 10% for the company.

mu r • t- • i • x s> v-nnovi',, would, offer protection against.a quisition of the business including "30 a three-year fire insurance pol- At this point the analyst must(6) Other Liability ® trrope y combination of hazards or perils, commissions paid to agents, state icy is written for a total premium take into account the fact that theDamage—-indemnities tne insurea xhe Homeowners' Policies are lor premium taxes and certain other of $900; the insurance agent im- overall profit margin is merelyagamst claims for injury or prop- the iiidiyidual and offer fire, cas- overhead costs. Since insurance mediately deducts his commission the average of the individual prof-erty damage arising out ot-tne uaity, burglary and theft and in- laws do not permit these prepaid which might amount to 25% or its by lines of coverage. Thus, itownership or use of property, ana iand marine coverages combined expenses to be carried as an asset, $225; transmitting the balance of is important to consider the profitpersonal and business activities—^ one policy. The Commercial the requirements have the effect $675 to the company. In addition, margins of the various classes of
Property contracts are issued to 0f charging immediately against other acquisition expenses would business. Consider the followingwholesalers and retail merchants earned income all expenses in- be incurred almost immediately, example, in which we show the

. and include fire and various ex- curred with the issuance of a costing the company perhaps an relative proportion of the differ-(7) Extended Coverage— This tensions of coverage; burglary and policy at the time it is written, al- additional $135 or 15% of the total ent coverages and their respectiveline, making up 6% of total vol- theft; sprinkler leakage; hazards though the premium on such pol- $900 premium. Thus before a dol- margins of profit,ume, constitutes extension of the of transportation, etc. icy is reflected' in the earnings lar of the premium is earned, the Both companies have identical
(11) The remaining 2% of pre- account only as it is released from company has "lost" $360, because experience by lines, yet because

miums represent miscellaneous the Unearned Premium Reserve the entire paid premium must be of a preponderance of boiler busi-
lines including tornado, hail, plate over the term of the policy con- deposited in the "Unearned Pre- ness, "B" has a profit margin more
glass, burglary and theft, boiler tract. In a period of increasing

premium volume, this method of
accounting produces less under-

Earnings Computation writing profits (and, conversely,
As indicated earlier thefire-cas- would produce more underwriting transferred on an equal monthly conditions in the Boiler line were

excluding automobile usage—and
produces about 7% of total stock
company volume.

protection afforded by fire insur¬
ance policies—and is tied directly
to the fire policy—to include cer¬
tain additional hazards such as

&

windstorm, s m o k e, explosion, an^ macMnery, etc.
damage from falling aircraft, etc.

(8) Marine—About 6% of total
premiums are derived from ocean
and inland marine coverages; this
coverage provides protection to
owners of ships, trucks, rail cars
and planes and their cargoes

against loss or damage. •

mium Reserve."

As the policy continues in effect,
the unearned portion of the pre¬
miums becomes earned and is

than twice as large as "A."
As the investor can plainly see,

company "B's" concentration has
produced higher profits, but if

ance

ments. In the analysis of the first
of these functions the analyst em-

(9) Fidelity and Surety-—Mak- ploys certain procedures for meas-
ing up 3% of premium income and uring earning power that differ
ordinarily combined for statistical markedly from other industries,
analysis, these coverages provide
a variety of guarantees. Surety The Unearned Premium Reserve

a contractor or Premiums cha^d ^a contract or otner agreement, or
a]ty companies are not taken into

the fulfillment of an obligation earne(^ income at the time the in-

ualty company derives its income Profits in a period of decreasing basis over the life of the policy, to become bad, then "B" would
from tv/o basic sources—insur- premium volume) than would re- As of the end of the year, in our suffer more proportionately than

underwriting and invest- suit if such expenses were charged example, six months or one-sixth "A." Individual lines are subject
only as the premiums became of the life of the three-year pol- to many factors peculiar to that
earned. This entire procedure is icy would have elapsed and $150 line. Thus inflated costs may hurt
contrary to ordinary accounting would be transferred out of the the automobile underwriters, but
practices relative to accrual of Unearned Premium Reserve re- benefit the life underwriters. De-
costs since amortization is not per- ducing it to $750.
mitted under the law. Let us suppose that in addition
Thus, to obtain a clear picture to the $360 of expenses (40% of

of the underwriting results of fire- the total premium of $900), the

flated costs may help the property
companies, but the reduced pay¬
rolls would adversely affect work¬
men's compensation results. Hur-

casualty companies for a given company incurred a $75 loss under ricanes played havoc with the loss

imposed by statute. Fidelity Bonds
protect an employer from dishon¬
est or fraudulent acts committed

by employees.

year, an adjustment must be made
for the "equity" which arises from

surance is written, but are re- the necessity of prepaying acqui-
quired by the insurance laws of
various states to be set up as a

sition expenses. The reported or
so-called ("statutory" underwriting

the policy during the first six ratios in recent years, but these
months of its term, or 50% of the losses have led to enormously in-
$150 of premiums earned during creased rates in the areas affected,
that time. Assuming that this in- A decade ago, Florida was consid-
surance did no other business ered one territory where extendedliability termed the "Unearned profits or losses of a fire-casualty during the calendar year, the coverage profits were impossible,Premium Reserve." This reserve insurance company are computed company's income account would and the Northeastern states were(10) Multiple Peril Although is equal to the amount that would in accordance with the state laws appear as follows:

INSURANCE: STOCKS

Governincut-Mmiiciiinl-Coi'porate

Securities

Dealers — Underwriters — Brokers

John C. Legg & Company
Established 1899 - :

Members
New 1 ork Stock Exchange American Stock Exchange (Assoc.)

Philadelphia-Baltimore Stock Exchange

BALTIMORE NEW YORK

Net Premiums Written
___

Increase in Unearned Premium Reserve.
$900.00
750.00

Net Premiums Earned_______
________ $150.00

Losses Incurred (50% of Net Premiums Earned): $75.00
Expenses Incurred (40% of Net Premiums Written) 360.00

Total Losses and Expenses Incurred__ 435.00

Statutory Underwriting Loss $285.00

As indicated in our example,
there is a basic fallacy in the "sta¬
tutory" figure representing the
underwriting loss. Although the
$900 premium charged to the as¬
sured was calculated to be suffi¬
cient to absorb both losses and

expenses incidental to the policy
during its term and leave a rea¬

sonable profit for the company,
an actual loss appears to have de¬
veloped. The fallacy, of course,
lies in the fact that all acquistion

increase or decrease in the "eq¬
uity" in the Unearned Premium
Reserve must be taken into ac¬

count and added to or subtracted
from the statutory underwriting
profit (or loss), the resulting fig¬
ure ordinarily being known as the
Adjusted Underwriting Profit (or
Loss). In the case of fire and al¬
lied lines, this equity is generally
calculated at 40% of the annual

change in the reserve, while in
the case of casualty insurance the

expenses have already been paid figure frequently used is 35%.

Mead,Miller & Co.
—Members—

New York Stock " Exchange
American Stock Exchange (Associate)

Philadelphia-Baltimore Stock Exchange

Charles and Chase Sts.

BALTIMORE 1, MD.

Telephones
Baltimore—LExington 9-0210 New York—WHitehall 34000

Bell Teletype—BA 270

and an adjustment must be made
for the "equity" that the company
has in the Unearned Premium Re¬

serve, which equity is roughly
equivalent to the expenses already
incurred for which the premium
is not yet earned. Therefore, in ,

arriving at true underwriting re- company s adjusted profit, there-
suits for any year, the amount of fore, would be as follows:

In the hypothetical situation
discussed above, we would adjust
the statutory underwriting loss by
adding to it the estimated "equity"
in the Unearned Premium Reserve

calculated at 40% thereof. The

Statutory Underwriting Loss____ $285.00
Equity in Unearned Premium Reserve Increase 300.00

Adjusted Underwriting Profit $15.00

Underwriting Ratios

In order to compare the under¬
writing results of different com¬

panies, ratios rather than dollars
are used. In the example indi¬
cated above, the analyst would
relate the $15 Adjusted Under¬
writing Profit to the $150 of net
premiums earned to arrive at an
estimated 10% profit margin for
the underwriting business.
An additional method of com¬

puting the "Underwriting Profit
Margin" takes into account the
sum of two different ratios, the
"loss" ratio and the "expense"
ratio. The loss ratio, which is the
measure of selection of • risks by
the company and the adequacy of
its rates, is the ratio of losses in¬
curred to premiums earned, which
in the case of our hypothetical
company was 50%. The expense

regarded as the "gravy states."
During the last 10 years, many
underwriters "left" the south for
the more lucrative north. The re¬

sults were almost disastrous, yet,
at the time the decision was made,
the move was considered espe¬
cially prudent.
Thus, to evaluate a company's

performance vis-a-vis other com¬

panies, it is of paramount impor¬
tance that an appraisal be made
of each line of coverage. The data
can be obtained from the Conven¬
tion Annual Statements, supple¬
mented by the Insurance Expense
Exhibits, which become available
about May each year, or about
two months after the basic Con¬
vention Report.

Investment Income

Fire-casualty companies derive
a substantial income from the in¬
vestment of not only their capital
accounts but also from the ex¬

tensive funds in the various legal
reserves. In a detailed study of
any insurance company, consid¬
eration must be given to the na¬
ture of the company's investment
portfolio and to its investment
results over a period of years.
There is a wide variation in in¬
vestment policies, with some com¬

panies having a large proportion
of the portfolio invested in bonds,
and others in equity securities.
Generally speaking, the major
fire-casualty companies maintain
cash and high grade debt securi-

C. T. Williams & Co.
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—COMPANY "A" COMPANY UB"
0/

• •• /o of Total % Profit % of Total % Profit
..

, Business Margin Business Margin

Fire 40 2.00% 10 2.00%
Extended Coverage 15 3.00 2 3.00
Ocean Marine 35 2.00 30 2.00
Boiler 10 10.00 58 10.00

Aggregate Profit Margin 2.95% 6.66%

ties sufficient to cover their legal
liabilities, which includes loss re¬

serves and unearned premium re¬

serves. Ordinarily, common stock
holdings should be measured in
relation to capital funds; gener¬

ally, a company with a high ratio
of capital-funds to unearned pre¬
mium reserves (or the amount of
business written) can safely in¬
vest a greater portion of its funds
in common stocks than can a com¬

pany,; whose unearned premiums
(or, premium volume) are not so

well covered by: capital funds;
i SincO underwriting profits fluc¬

tuate widely with changing busi¬
ness 'and'- economic conditions,
whereas income from investments
is fairly, steady,;most fire-casualty
companies ■ adhere to the, practice
of paying dividends to ;stockhotd-
ers < out- of investment;: income
only. • Underwriting --profits are

generally retained in surplus, "in
©rder'To finance future growth,
and also in order to be available
to absorb unusual underwriting
losses without disturbing dividend
payments to stockholders. This
sound and conservative practice
accounts largely for the long and
uninterrupted dividend records of
so many lire-casualty companies.
In studying individual invest¬

ment policies, recognition must
be given to the fact that external
forces often

. play, an | important
part in an investment manager's
decisions. Various legal require¬
ments for investment of reserves
must be satisfied; if underwriting
losses are incurred—as they were

during 1956, 1957 and 1958—it is
incumbent Upon the investment
managers to keep a larger propor¬
tion in liquid, short-term invest¬
ments for the payment of large
losses; if premium volume is
growing rapidly, it would be nec¬

essary td dncrease bond holdings
and, perhaps, reduce common
stock holdings so as to keep re¬
serves amply covered by securi¬
ties not subject to wide fluctua¬
tion._.:v;•

In the ordinary course of in¬
vesting, capital gains and losses
are realized and the amount is
often substantial. In addition, the
various *. insurance departments
have ruled that stock portfolios
must be carried at market values,
with lbond portfolios carried at
amortized values; even if there
were no actual security transac¬
tions throughout a year, unreal¬
ized gains or losses would
develop. These capital adjust¬
ments are ordinarily excluded
from investment income by insur¬
ance stock analysts, but are re¬

flected in the change from year
to year in capital funds and
'•liquidating values" of the com¬

panies.

Consolidated Adjusted Operating
Earnings After Federal

Income Taxes

Stock fire-casualty insurance
companies pay Federal income
taxes on their net statutory -in¬
come from underwriting and in-*
vestments, and from. realized
capital gains. Statutory under¬
writing;, earnings are subject to
full corporate tux rates—although,
as has been indicated previously,
increasing premium volume tends
to understate statutory under¬
writing earnings, thus enabling
the companies to postpone tax
.payments on that portion of po-
-tentiar earnings tied up in the
unearned premium reserve. In¬
vestment income is subject to full
corporate rates, except for in¬
come from municipal and other
tax-exempt bonds which, of
course, is free of tax; dividend in¬
come is subject to regular rates
with the usual 85% dividend
credit granted thereon. Capital
gains and losses are subject to a

25% tax if they qualify as long-
term transactions and are subject
to twice that tax if they are in a

shoi't-term (less than six months)
category.
The adjusted operating earn¬

ings of a fire-casualty company,
then, are generally considered to
be the sum cf adjusted under¬
writing profits (or losses) and
net investment income (exclusive
of realized and unrealized capital
gains and losses), less Federal in¬
come taxes applicable thereto. In
cases where one. insurance com¬

pany owns one or more subsidiary
companies, which situation occurs

frequently, it is necessary to com¬

pute consolidated earnings by
adding together the earnings of
the individual units of the fleet
and deducting from the total any
inter-company dividends that may
have been paid. In most cases of
fleet operation, 100% of the stock
of affiliates is owned by the "par¬
ent" company—however, if less
than 100% is owned, appropriate
adjustment for minority interest
should be made in consolidation.

Net Worth

Another basic statistic is the net
worth of the company. Over the
years many names have been ap¬

plied to this item—"adjusted book
value," "liquidating value," "going
concern value," etc.—but by what¬
ever name it is called, it includes
capital, surplus and any voluntary
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reserves, as well as such reserves

that the company must set up to
satisfy certain legal requirements.
These reserves are described by
their appropriate ledger titles,
such as Excess Schedule K Re¬

serves, Excess Schedule P Re¬
serves and Unauthorized Reinsur¬
ance Reserves. To these figures
is added the "Equity in the Un¬
earned Premium Reserve" the
calculation of which has already
been described. One final ad¬

justment is made. .^Insurance
companies are allowed to carry
bonds at final amortized values
rather than market values. At
the present time nearly all
bonds are selling below their
carrying value. There have been
periods in the past when the mar¬
ket value was above amortized
value. . Whether).the market is
above or below; the analyst com¬
putes the difference ■ between
market and carrying values, and
this figure is added to or sub¬
tracted from "net worth."

The most startling fact to
emerge from a comparison of the
market price of the stock to its
"net worth" is that nearly all fire-
casualty stocks sell below "net
worth." In fact about 90% of the
freely-traded fire-casualty stocks
sell at discounts from net worth,
the discounts ranging up to 60%
with the majority around 25-30%.

Basic Reason for Discount

The average fire-casualty in¬
surance company writes about one
dollar of insurance premiums for
each dollar of net worth. Natu¬
rally some companies write more,
but by and large, this is the ap¬
proximate ratio. Over the past
half decade most companies have
lost money on underwriting and
while the outlook now seems

brighter, most informed insurance
men do not envision a period of
large profit margins ahead. Indeed
most generously rated lines do not
include provision for profits above
6%; only a few companies have
maintained an average margin of
6%. Nearly all companies con¬
sider themselves reasonably suc¬
cessful if they break even. Thus
the average company would feel
satisfied if 4% were earned. This
4% is less than 2% after taxes.
In addition, investment income of

perhaps 4)2% would be earned on
net worth and this, in turn, would
be reduced to about 4% after
taxes, depending on the nature of
the investment portfolio. Thus the
company might earn 6% after
taxes, on stockholders net worth.
But the "market" knows that the

results of the last three years
could be duplicated again and
therefore the "market" places a

lower price-earnings ratio on
these earnings. A price-earnings
ratio of 10 times is just another
way of saying that the market
capitalizes earnings at 10%. But
if only 6% is earned on net worth,
then the market price has to drop
below the net worth. In this case,
Ihe discount would have to be

40% because:

1(1% of market prices— (i% of net worth

100% of market price3=(»<>% of net worth

Using the same figures, in order
for the stock to sell at net worth

—assuming 10 times earnings is a

proper capitalization — it means
that the company would have to
earn 10% after taxes on net worth.
Since about 4% comes from in¬
vestment income, then 6% would
have to come from underwriting.
This 6% is a pre-tax 12% profit
margin, a figure seldom recorded
by even the best of companies.
Thus the "4% company" would
have to write three times its nor¬

mal volume of business to earn

an aggregate 12%; this volume
would be historically high for
nearly all companies and there¬
fore would not be attempted.
To sum up, most fire-casualty

insurance stocks sell below "going
concern value" or "net worth"

because they do not earn enough
on their "net worth" to justify a

price equivalent to their "net
worth."

The Insurance Market

Because of the peculiar nature
of the fire-casualty insurance
business, the companies are al¬
most forced to maintain relatively
simple capitalizations. First of all,
the claimants and the policyholder
have priority to resources of the
company—prior to that of any
class of securities. Secondly,
there is little need for bonds, or
mortgages because insurance com¬

panies have no plant. There is no
need for borrowed money because
insurance companies carry no in¬
ventories of finished or raw prod¬
ucts. About 10% of the fire-casu¬
alty companies have- preferred
issues and perhaps 1% have notes,
these companies; by and large,
being those f that have barely
weathered recent economic storms,
and found equity capital hard to
obtain. All told there are about
100 million shares outstanding in
the 70-odd companies which make
up the trading market. While this
number may - sound huge, the
reader should bear in mind that
General Motors alone has nearly
three times this amount out¬

standing. ■

m

The Analysis of Life
Insurance Company Stocks
In recent years there has been

a substantial increase in investor
interest in life insurance company
stocks as growth investments with
superior appreciation potential¬
ities. Of course the field is still

relatively small and investor in¬
terest is not wide in relation to
other types of securities. How¬
ever, enough interest has been
generated to create an investor
desire to know more about life

insurance company stocks and the
elements which contribute to their'
evaluation and to their apprecia¬
tion potential.
As with other types of securi¬

ties, the analysis of life insurance
company stocks may be ap¬
proached from the following
standpoints:

(1) A study of the financial
statements of the company for a
number of years will indicate
earnings and earnings trends as
well as the nature of the com- i
pany's assets and its capital
accounts.

: (2) , An examination into the:
nature of the business transacted
by the particular- company. This
includes a study of the size and'-
distribution of the business be-1
tween classes such as .'-ordinary, 1
group and industrial • categories..
Also the questions. of how much >

is participating versus non->

participating, the territory > in
which the: company is licensed
and the reserving policy . will
come in for study. - .-. • • • ;;». .

; (3) The' growth record of the
company, especially the growth of
the most i desirable type tof . life
insurance business — whole life
and endowment insurance — will
have an important bearing on the
attractiveness of a given life in¬
surance company's stock. This
record of past growth provides
perhaps the best indication of
what may be expected in the
future. It also gives a clue to the
management's ability since selling
new business is a prime requisite
for superior life insurance com¬

pany management.
With respect to life insurance

companies the determination of

earnings is made difficult by the
Continued on page 86

'ESTABLISHED 1900

BAKER, WATTS & CO.
w

Members New York Stock Exchange
Members Philadelphia-Baltimore Stock Exchange . .. -

Associate Members American Stock Exchange

U. S. Government Bonds

State, County and Municipal Bonds
Public Authority and Revenue Bonds

Listed and Unlisted Stocks and Bonds »

Active Trading Markets in Local Securities

CALVERT & REDWOOD STREETS

BALTIMORE 3, MD.

Bell System Teletype—BA 395
Telephones: New York—CAnal 6-7162 Baltimore—MUlberry 5-2600

Representative—Clarksburg, W. Va.

liJe *3nvite Ijour jtynquirieJ>

rylandBALTIMORE A

SECU

SteinBros.&Boyce
A Baltimore Institution since 1853

6 S. Calvert Street, Baltimore 2, Maryland
Phones: Baltimore - SAratoga 7-8400; New York - REctor 2-3327

DIRECT WIRES TO ALL OFFICES

LOUISVILLE, KY.

CUMBERLANO^MD.
NEW YORK, N. Y.

I
PADUCAH, KY.

MEMBERS OF NEW YORK STOCK EXCHANGE

and other leading exchanges

EAST0N, MD.

NASHVILLE, TENN.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



86 (5290) The Commercial and Financial Chronicle . . . Thursday. December 17. 1959

Report of IBA Insurance
Securities Committee

Continued frcm page 85
complex nature of the life insur¬
ance business and by the manner
in which the financial statements
of life insurance companies is
presented. The so-called "Annual
Convention Statement," which is
filed with the Insurance Depart¬
ments in every state in which the
life insurance company is licensed
to do business, is designed prima¬
rily to provide information needed
by the regulatory authorities for
the protection of policyholders'
interests rather than to show

earnings applicable to stock¬
holders' interests.

The closest thing to net oper¬

ating earnings of a life insurance
company is found on page 4, line
33, of the Convention Statement
under Summary of Operations in
a line entitled "Net Gain From

Operations After Dividends to
Policyholders and Excluding
Capital Gains and Losses." This
provides a starting point from
which, with certain necessary ad¬
justments it may be possible to
develop a reasonably representa¬
tive statement of earning power.

Following are some of the im¬
portant adjustments deemed
necessary to place a life insurance
company's earnings on a footing
comparable with its own results
for past years and comparable
with the earnings of other life
insurance companies:

(1) Any special deductions or

reservations of earnings made

before arriving at the figure in
line 33 must be restored if these
are of a non-recurring or surplus
charge nature. Several companies
in recent years have followed a

practice of charging against cur¬
rent earnings substantial amounts
for policy revaluation reserves,
for special reserves or for other
voluntary reserves. While it can¬
not be stated flatly that all such
reservations should be added to

operating earnings and deducted
below the line from surplus, the
preponderance of evidence is that
most of these items should be
so treated.

(2) Amounts added to so-called
"deficiency reserves" during the
year should be added back to
earnings. These reserves can be
found in Exhibit 8 of the Conven¬
tion Statement under the title
"For excess of valuation net

premiums over corresponding
gross premiums on respective
policies, computed according to
the standard of valuation required
by this state." These deficiency
reserves are in effect extra

amounts over and above what the

companies' actuaries believe is
needed to cover possible mortality
based on recent experience. When
new mortality tables are placed in
operation, the need for deficiency
reserves will disappear.

(3) Adjustment should be made
for prepayment of acquisition
costs involved in placing new

business on the company's books.
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When new business is written,
substantial first year costs are in¬
volved and if allowance is not
made for these acquisition costs,
the earnings of the rapidly-grow¬
ing life insurance company will
suffer by comparison with a
slower growing organization. The
first year costs, which usually
involve all or more than the
initial premium, are chiefly the
commission payable to the pro¬
ducer, plus the medical examina¬
tion cost and agency and home
office overhead costs involved in

issuing the policy. In addition,
there is usually an amount added
to reserves during the first year.
The size of this reserve will de¬

pend on the method of reserving.
There is no completely accurate

formula f^r measuring this first
year acquisition cost. The wide
variations in expenses, in reserv¬
ing practices, and differences
between participating and non-

participating, whole-life and en¬

dowment and term life insurance

policies make valuation of ac¬

quisition costs a difficult and
complex matter. However, for the
sake of providing at least a
rule-of-thumb basis for adjusting
reported earnings of life insurance
companies to reflect acquisition
costs, a valuation rate of $15 per
thousand of ordinary life insur¬
ance in force has become fairly
generally accepted. For group
life insurance the figure is $5 per
thousand and for industrial or

weekly debit life insurance a

rough minimum figure of 26
weeks',premiums or 50% of the
annual premium from this busi¬
ness has been used. Some analysts
have used a higher valuation for
ordinary, $20 or $25 per thousand,
while others have used a lower
valuation for group.

(4) Another adjustment of earn¬
ings of a life insurance company

may often be one to separate the
stockholders' interest from the

policyholders' claims against in¬
come. Depending on the com¬

pany's charter and on applicable
state laws, there are often limita¬
tions placed on the proportion
of earnings applicable to
participating insurance in force
which may accrue to the benefit
of stockholders rather than to

policyholders. Earnings applicable
to stockholder interests may be
obtained directly from the com¬

pany or may be derived from the
so-called "split reports" filed with
the State Insurance Departments.
After arriving at what may be

considered a fair representation
of a given life insurance com¬

pany's past record of earnings by
making the aforementioned ad¬
justments, the next step is to
settle upon a proper capitalization
rate at which to value such earn¬

ings. In other words, the nexi
step is to find the approximate
price-earnings ratio to apply to
earnings. This involves a quali¬
tative appraisal of earning power.
How good are the earnings and
what are the possibilities for
future increases in those earnings?
Stated another way, this question
might be—how good is manage¬
ment?

The analyst may fn.d several

clues to the quality of earnings
and the ability of management in
his study of the available data.
The growth record as measured
by the percentage increase in
ordinary life insurance in force
(and perhaps even more signifi¬
cantly, the growth of whole life
and endowment business exclu¬
sive of term insurance) over the
past decade — compared to the
industry average or to other
similar life insurance companies
—may provide the surest clue to
managerial prowess. The growth
of group life and accident and
health volume should be studied
also. Other factors such as reserv¬

ing practices and management's
ability to adopt mew lines of
insurance and to meet new com¬

petitive situations may also play
a part in judging management. \/
It is easily demonstrable that a

life insurance company which sets
up its life reserves on the net level
premium method is stating its
earnings much more conserva¬

tively than one which" uses the
modified or full preliminary term
methods of reserving. Further¬
more, some life companies lean
over backward even further to be
conservative by building up re¬
serves to cover an interest - as¬

sumption of under 3%.
In studying a given life insur¬

ance company's earnings, the ma¬
terial in the Convention Statement
can be analyzed to show the deri¬
vation of earnings by lines of in¬
surance, i.e. from ordinary, group
and industrial life insurance as

well as from accident and health

coverage. Also, from the material
furnished in convention statements
of life insurance companies it is
possible to prepare break-downs
or analyses of the earnings from
mortality savings and from inter¬
est savings and to determine the
efficiency of the company's opera¬
tions as measured by the ratio of
operating expenses to income. This

type of analysis is helpful in trac¬
ing possible weaknesses or sources
of strength which may have an
important influence on the future
trend of earnings. In this connec¬
tion, it may be noted that there
often are valid reasons for a given
company's failure to measure up
to optimum performance in one
or more of the phases of opera¬
tions outlined herein. For exam¬
ple, if a company is building up
an agency force which may joe
quite effective in the future, its
immediate expense ratio may be
adversely affected—but the . long
range results may be beneficial.
These are only softie of the

qualitative factors which influence
the analyst's judgment in arriving
at a proper valuation rate or price
earnings multiple in appraising or
valuing the company's stock.
Price-earnings ratios or capitali¬
zation rates are by no means static
absolutes. They tend to vary with
different companies and changing
conditions and are best viewed as
relative r a t h e r than absolute
measures.: In the middle 1940's,
when many life insurance com¬
panies were unable to earn their
tabular interest requirements (the
amounts necessary to support their
reserves) theiiystocks were selling
at less than 5 times adjusted earn¬

ings. Today these stocks, under
more favorable conditions, are

selling around 17 times such earn¬

ings. - '
Just as is true of other types

of corporate equities, there-is a

wide variation in the capitaliza¬
tion rates applied to different life
insurance company stocks. This is
a reflection of different appraisals
of the quality of earnings. The
function of the analyst is to relate
a given life insurance company's
stock to the price earnings ratios
at which other similar life stocks

are currently available He may

also go further and relate the price
earnings ratios at which life stocks
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generally are selling to the rates invested funds of life insurance may average 25 to 80% of total be liquidated easily to pay claims, results of automobile underwrit-at which the general stock market- companies fell to a low of 2.88% net investment income, assuming this is not a sound situation. ing. Increases in rates charged foris appraising or capitalizing in- in the latter year. Since then in- an allowance for reserves of 70% While the analysis of life insur- this coverage had been granted industrial stocks with growth char- terest rates have been rising and to 75%);. one half of current un- ance companies provides many 1957 and 1958 in almost all of theacteristics. It will be found that the average differential between derwriting income; and the other problems, it also has rewarding 48 states. These increases startedwhile the price-earnings ratio at interest earned and tabular inter- half of underwriting income when features. The strength and vitality to become effective in the secondwhich life insurance company est requirements has been ex- it is distributed to shareholders of the life insurance business, its half of 1958 and carried forwardstocks currently are selling are panding. It rose from a before- or made available to them. In
about three times higher than they tax figure of 3.75% to 3.85% last addition a flat 25% tax is imposed
were a decade ago, they are still year and may well exceed 4% in on capital gains.
under the 30 to 40 times earnings 1959.
ratios at which a few of the best (3) The difference between the
industrial growth stocks are cur- amount set up in premium rates
rently quoted. * * / > ' ■: for expenses and the amounts ac-

As a point of reference, the *ually required, representing sav

favorable growth characteristics
and its essential part in the Amer¬
ican economy provide a sound ba¬
sis for the industry's future devel¬
opment. If the analyst can keep bined to produce significantly bet-

panies is still being studied. It his attention focused on the most ter statements for the second and
will take some time before a com- important elements and avoid los- third quarters of the year. Should
plete evaluation of the law can ing himself in a forest of com- this trend continue in the fourth

The impact of this new tax law
on individual life insurance com-

into 1959. The improvement in
fire results coupled with the con¬
tinued » improvement of automo¬
bile underwriting experience corn-

present "Dow-Jones industrial jn8s from loading. In general, life be made. With respect to the life plexities, he will find the analysis quarter final year-end statementsstock avera'ge of 650 represents a insurance companies have been insnmnw inHncfrv tho /vtromit ufn mnw!nii,r ihcm
able to hold their general oper¬
ating expenses to less than 18%
of total income despite rising sal¬
ary and other costs. This has been

little over 23 times last year's
earnings and perhaps 18% times
estimated 1959 average earnings
per share. Life insurance stocks
in general appear to be moder¬
ately priced by comparison since
they are selling just around 17
times 1958 earnings and at per¬

haps a lower capitalization rate of
1959 earnings, assuming some in¬
crease in life insurance company
earnings this year.,

. '
- Sales of ordinary life insurance
are increasing satisfactorily this
year and the prospects for earn¬

ings gains appear to be favorable.
Earnings of life insurance com¬

panies are derived from three
principal differentials.

(1) The difference between the
amount required to be set aside
as a mortality reserve and the ac¬

tual cost of mortality, represent¬
ing savings from mortality. In
view of the fact that policyholders
have been living longer, these
savings have been growing in
recent years- .

(2) The difference between the
amount assumed to be earned as

interest on reserves (tabular in¬
terest) and the actual" amount of
interest earned on reserves, rep¬
resenting interest savings. 'For
several years prior to 1947 life
companies generally were running pany taxable income." This
deficiencies in this respect as the composed of three parts: taxable
average rate of interest earned on net investment income

insurance industry, the overall of life insurance companies inter-
effect of the increased tax burden, esting and profitable,
while not pleasant, is not expected
to be so heavy as to change the
basic nature of life insurance

made possible by the application companies as attractive growth in-
of electronic tabulating and re¬

cording equipment to an increas¬
ing volume of business. Continued
gains in efficiency in office meth¬
ods and procedures are expected
to help in keeping expenses with¬
in reasonable limits in the future.
An important factor influencing

the earnings and earnings pros¬
pects of the life insurance com¬

pany is Federal income taxes. Life
insurance companies have been
taxed by the Federal Government
for several years on a "stopgap"
basis. During much of this time
the industry and the Treasury De¬
partment have been seeking a
mutually acceptable "permanent"
tax formula which would be fair
to the life insurance companies
and at the same time provide
more revenue for the Treasury.

Life Insurance Tax Act of 1959

In June, 1959, the Life Insur¬
ance Company Income Tax Act of
1959 was enacted into jaw. This
piece of legislation provides for
the imposition of the regular 52%
corporate income tax rate on what
is defined as "life insurance corn-

income.

vestments. The new law has been
formulated with considerable care

and thought, so that it is not be¬
lieved to be destructive or puni¬
tive. Tt is possible that the ending
of uncertainties concerning the
type of tax law which would ulti¬

mately have been enacted will be
constructive.

At this point, the problem of
valuation of life insurance com¬

panies will be examined from the

viewpoint of an appraisal of assets
and equities in business in force.
Because the bulk of the. assets of

IV

Significant Happenings in Fire
And Casualty Insurance

Stocks in 1959 •

will be materially better than
those of the last two years.

There were two major develop¬
ments in 1959 which are very sig^
nificant to the future of fire and

casualty insurance. First the con¬
tinued problem of methods and

The year 1959 started on a note cost of merchandising policies and
second the matter of State versus

Federal Government regulation.
Until five or six years ago the

stock agency companies wrote ap¬

proximately 85% of the fire and
casualty insurance issued in the
United States. These companies
sell their policies through inde-

of optimism. Operating results of
many fire and casualty companies
improved significantly in the last
six months of 1958 and most in¬
vestors looked for this improve¬
ment to carry into 1959. These
high hopes were not realized, how¬
ever, and the results for the first
quarter of this year were, for the pendent agents who represent one
most part, no better than those or more insurers. For their serv-
reported in the first quarter of ices in selling the product, pre-
1958. paring the policy and collecting
The generally poor first quarter the premium these agents are paidlife insurance companies are in results were attributed to the de- a percentage of the total premium.;the form of cash and readily mar- terioration in experience in the In recent years a group of compa-ketable bonds and mortgages, con- fire business. Most of the country nies called direct writers have

siderable attention is paid to book suffered a very severe winter. Un- made heavy inroads into the busi-
value or total equity value in ap- der such conditions heating facili- ness formerly written by agency
praising stocks of these compa- ties are strained beyond normal companies. Led by Allstate Insur-
nies. While this approach is defi- capacity and loss of property by ance Co., an affiliate of Sears Roe-
nitely of interest as providing a fire increases proportionately. The buck, and State Farm Insurance
basis for comparison and in pro- amelioration of weather conditions Co. these direct writers have in-
viding some valuation tests, the in the Spring, however, brought troduced a different method of
significance of earnings as a de- almost immediate improvement in obtaining business. They sell their
pendable guide to value is be- fire insurance experience. policies over the counter and

The major problem in casualty through employees rather than in-
insurance had been the very poor Continued on page 88
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lieved to be substantially greater
than asset or equity valuation.
Basically, the asset or equity

approach to valuation of life in¬
surance company stocks is to start
out with capital and surplus, and

(which to add to this figure such free re¬
serves as might safely be said to
belong to stockholders rather than
olicyholders. This produces an
adjusted book value. A valuation
for life insurance in force is then

added, using the valuation figures
hereinbefore described, namely
$15 pef thousand for ordinary life
insurance, $5 per thousand for
group and one half the annual
premiums for industrial insurance.
If there is nonlife insurance busi¬
ness, it will be necessary to add
values for such business, basing
the valuations on ratios generally
applied in these fields. As more

and more insurance companies'be¬
come completely multiple - line
through combination of life insur¬
ance companies with fire and cas¬

ualty companies, it will be neces¬

sary to combine the valuation of
the two types of operations.
A part of the asset or equity

valuation approach is the exami¬
nation of investments which con¬

stitute the bulk of assets of life
insurance companies. Most of the
larger companies have reasonably
comparable percentages of their
assets in U. S. Government bonds,
other bonds and mortgages. Where
there are wide differences from
the normal or average distribution
of assets (using for comparison
industry aggregates w h i c h are

available) a further examination
of investments will be in order.

Among smaller companies, not in
a position to participate in many
direct placements, the division of
assets will tend to vary in com-,
parison with the larger companies.
Two important points (among
others) to check with respect to
assets of life insurance companies

fire the mortgages and the amount
of the investment in real estate. A

large percentage of mortgages in.
one particular state, uninsured"
and carrying relatively high. in-,
terest rates may raise the question'
whether quality has been sacri¬
ficed for yield. With reference to
the investment in real estate, in a
few cases new life insurance com¬

panies have been started with a

building as the principal asset.
Since the building usually cannot
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dependent agents. The salesman
does none of the administrative
work relative to issuing the con¬
tract and has no control over

whether or not the risk is accepted.
His only function is to sell and
his refriuneration is substantially
lower per policy sold. This has
made it possible for direct writ¬
ing companies to pass on some of
the savings in acquisition cost to
the policyholder. The resulting
price differential has caused many
people to switch their insurance
to this type company.
• The stock agency companies are

trying to evolve a system which
will help them to regain some
part of the lost premium volume.
One approach has been to lower
the commission paid to agents and
to pass some of this saving along
to policy buyers. This approach
has not been well received by the
agents. They contend that they
cannot perform their present func¬
tion at lower commission rates.

Many industry leaders maintain
that they should give up much of
the detail work they now handle
to the companies which can han¬
dle it in volume more efficiently.
Discussions between the com¬

panies and agents' associations
have not produced a meeting of
the minds on this vital issue. Be¬
cause of the complexity of the
problem and the importance of
the issue to both sides, it is likely
that a solution will be sometime

forthcoming.
Another approach to meeting

direct writer competition has been

recently introduced. Called Merit
Rating, this plan gives a discount
from a base rate for a period of
accident-free driving. Rates are
increased lor accidents or moving
traffic violations up to a limit of
twice the base rates. This plan is
in the experimental stage and an
evaluation of its effectiveness will
have to wait until more experi¬
ence has been gained.
The matter of State versus Fed¬

eral regulation of insurance rates
had its inception in 1944. On June
5 of that year the Supreme Court
of the United States decided that
the business of insurance when
conducted across state lines is in¬
terstate commerce and hence the
Sherman Anti-trust Act applies
to monopolies and combinations
in restraint of trade in that busi¬

ness.

Because of the necessity of
using broad geographical distri¬
bution of experience, as well as
as large a volume of statistics as
is possible to gather, insurance
companies had acted in concert
throught associations to make
rates.

Additionally, rate making in
concert is necessary to insure the
solvency of the smaller compa¬
nies. Without general agreement
on premium charges, price wars
are a distinct possibility. Thus the
interest of policyholders in small
organizations would be in deep
jeopardy. The states had recog¬

nized the problems involved and
had permitted the associations to
function. Since this method of

operation was in violation of the

Ji-
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Sherman Act an immediate prob¬
lem was presented.
Congress recognized the prob¬

lem and the chaos which would
have prevailed had the Act been
strictly applied. After lengthy
hearings it passed Public Law 15,
called the McCarran Act. This

legislation stated in essence that
the states should continue to reg¬
ulate the business as long as they
did it effectively. The act implied
that should Congress find that
state regulation was not effective
the Federal Government could
step in.
Late in 1958 a Senate Commit¬

tee headed by Senator O'Mahoney
began to investigate whether the
states were performing their func¬
tion properly. The committee
heard representatives from the in¬
surance industry, the National As¬
sociation of State Insurance Com¬
missioners and the National
Association of Insurance Agents.
The testimony presented supported
continued regulation by the States
with suggestions from some
sources of ways to make this reg¬
ulation more efficient. The Com¬
mittee recessed last summer and
as yet has not published a report
of its findings. It is the consensus

of( most interested parties that
there is no immediate threat of
Federal Government regulation. It
is probable that the States will in
the future allow greater latitude
for individual company action on
rates. If kept within reasonable
bounds, such action would not af¬
fect the industry adversely and
would most probably relieve the
pressure of Federal intervention.
A report cf the fire and casu¬

alty insurance industry would not
be complete without mention of
the market action of the stocks.

Reflecting the poor operating re¬
sults of 1957 and 1958 the prices
of the shares were depressed dur¬
ing that period." They reached
their lowest points in the fall of
1957. From that time they gradu¬
ally improved and as of Decem¬
ber, 1958 they were up, on the
average, about 54% from their
lows of October, 1957. As has been
previously noted, at the end of
1958 there existed a feeling of
optimism about operating results
for 1959. Market prices reflected
this feeling. The market prices of
insurance stocks continued to ad¬
vance and reached a peak in Feb¬
ruary of 1959. By March of this
year the problems experienced in
the first quarter became apparent
to investors and the prices started
a slow but steady decline. They
have dropped a little each month
and as of September, 1959, they
had declined approximately 14%
from the high point of February.
Should fourth quarter 1959 op¬

erating results continue the trend
experienced in the second and
third quarters it is not unlikely
that prices of the stocks will ad¬
vance from present levels to re¬
flect the improvement in industry
earnings.

V

Life Insurance Stocks—1959

The most important single de¬
velopment affecting life insurance
in 1959 (and probably for many

. years to come) was the enactment
of a permanent income tax law for
the industry, applicable retroac¬
tively to the year 1958 and to all
subsequent years.
There was no element of sur¬

prise to the industry involved in
the passage of this legislation,
which approximately doubles the
income tax of the majority of
stock life insurance companies and
adds about 60% to the tax rate of
the average mutual company. Un¬
der the old law mutual companies,
which account for 75% of total
assets and 63% of insurance in-

. force, paid about 75% of the tax,'
and stock companies, much larger
in number but -smaller in size,
carried 25%. Under the new law
the increased burden ($501 mil¬
lion for 1958 versus $319 million
under the old basis) is divided ap¬
proximately 69% and 31% respec¬
tively. • .' ■

While investors in life insurance
stocks were made aware of_thq

significance of this year's develop¬
ments in a general way because
of the wide fluctuation in the

price of their stocks few knew
that, in the words of Fred C.
Scribner, Under Secretary of the
Treasury, "the legislative history
of this particular topic is one of
the most complex in the entire
field of taxation."
The inherent difficulties in con¬

nection with the enactment of this
law developed such strains and
division of interest within the in¬

dustry between stock and mutual
companies, large versus small
companies, and honest differences
of opinion among mutual compa¬
nies, large versus small compa¬

nies, and honest differences of
opinion among the industry's
leaders, that the Treasury virtu¬
ally "wrote its own ticket" in con¬

nection with the bill that passed
in the House. Favoiable Senate
Finance Committee modifications
which were carried into the final
law apply a new and complex for¬
mula to a problem that has long
resisted solution.

While the legislators must be
given credit for a sincere and ob-
ective study, the result of which
may be the most equitable ap¬
proach obtainable under the cir¬

cumstances, the need for some

early amendments seems obvious.

First, in connection with tax ex¬

empt income it was apparently the
Senate Finance Committee's de¬
sire to preserve the full integrity
of this relief. The Act, as passed,
specifically excludes such tax but
then takes away most of the bene¬
fits of ownership of municipals of
life insurance companies by allo¬
cating much of such income to the
nontaxable portion of income. It
is possible that a company with
large holdings of municipals might
find that its tax under the life tax
law is actually greater than it
would be under corporate tax law,
and demand to be taxed as an or¬

dinary corporation. Of course, un¬
der the present law higher yield
mortgages are much more attrac¬
tive than an equal amount of mu¬
nicipals, upon which they can
deduct only about 30% of the
income.

Second, the . cumbersome and
almost incomprehensible long-
term effects of Phase HI on the
future of stock life insurance
could probably be resolved ill' a
simple way. It now resembles a
stone fortress, built to house jack-
rabbits. Industry tax specialists
will have a field day devising
schemes to convert tax deferral
into tax abatement, and therefore
it is our prediction that it will ul¬
timately result in little or no rev¬
enue. The only immediate result
is confusion and extra accounting
expenses for the companies.

Background
: As far back as 1949 a Subcom¬
mittee of the Committee on Ways
and Means, after conducting stud¬
ies, had recommended temporary
legislation as a substitute for a
1942 Act, which, had proven so
impractical as to virtually free
the industry of tax liability dur¬
ing the war years and in 1947 pro¬
duced absolutely no revenue at
all, a situation somewhat embar¬
rassing even to the beneficiaries.
Because of the technical difficul¬
ties involved then in arriving at
an equitable formula that would
be both fair to the industry and
produce revenue satisfactory to
the Treasury the Subcommittee
recommended deferment of a per¬
manent law until 1950's "stop¬
gap" legislation had been ade-
quately tested.
Modification in 1951 simplified

the 1950 formula and then in 1955,
after extensive hearings and stud¬
ies, another "stop-gap" law was

passed which so appealed to many
within the industry because of its
simplicity that much pressure de¬
veloped to make this the long
awaited permanent law. Simply
stated, this formula allowed the
deduction of 87V2% of the first
million dollars of investment in¬
come and 85% of net investment
income in excess of $1 million as

policy liability and taxed the re¬
mainder at the regular corporate
rates. No tax on other operating
or capital gains were imposed.
This formula produced $293 mil¬
lion of revenue in 1957, the last
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applicable year. In that year the
industry reported a net operating
gain, after policyholders dividends
of $1.1 billion. Since this revenue

was only about 26% of net gain
it is not surprising that the Treas¬
ury strongly opposed the perma¬
nent adoption of this base. The
tax burden that the Treasury de¬
sired to impose on the industry,
strangely enough, was about that
which would have been derived

today, based upon the old 1942
permanent law. Because of the
rise in interest rates in the past
decade the old law would now

produce over $500 million in reve¬
nue. One might ask, "Since that
law still remained on the books,
why have a new law?"
But while the Treasury desired

, additional revenue, 10 years of
study of the changes within the
industry toward great growth of
group, credit, term, and other
lines which produce an under¬
writing profit but do not generate

• large reserves and taxable invest¬
ment income, had soured their ex¬
perts on the taxation of the in¬
vestment income alone approach,
as represented not only by 1942
but by every life insurance tax
law since 1921.

« Furthermore, the 1942 law had
failed to produce revenue when
interest rates decline' below a

fixed assumed rate of, say 314%,
needed by the industry to main¬
tain reserves, and had proven a

self made trap for the Treasury
years ago.

The Treasury experts advocated,
and obtained, a combination for¬
mula. In the first step, after
setting aside the actual reserves
needed from investment income,
the remainder was considered to
be taxable income, just as under
previous types of stop gap legis¬
lation. Then, in a second step,
underwriting profit was to be

1

separated from total gains and
also added to the tax base, a pro¬
cedure bitterly opposed by many
companies. Capital gains exemp¬
tion was also to be eliminated.

Extensive hearings were held
%

before.the Subcommittee in -No¬

vember, 1958 and January, 1959,
and testimony and exhibits pre-

v sented by Treasury and industry
spokesmen ran to almost 500
pages. Later,, other material pre¬
sented before the Senate Finance
Committee ran to an additional
132 pages. - ;

How It Works
■ The final act passed" by Con¬

gress and signed by the President
in June accepted this general ap¬
proach although the substantial
changes from the House version
made by the Senate Finance Com¬
mittee reduced the total estimated
tax from $558 million to $501
million in 1958.
There are three "Phases" and

the final tax is the sum of the

separate taxes developed under
each.

Here is a simplified "step" ex¬

planation of these highly technical
Phases as applied to a life insur¬
ance company with $1,000,000 of
assets, net investment income of
$40,000, and gain from operations
of $45,000.
PHASE X: The first step is to

ascertain the 5 year average earn¬

ings yield on Assets. Compare
this average with the current
year's yield and adopt whichever
is lower. Subtract from this yield
percentage the company's own
assumed rate in establishing re¬
serves. Let us assume, for illus¬
tration, the average yield to be
3.75%, the current year's is 4.0%
and the company's assumed rate
2.5%. The differential (3.75%-
2.5%) would be 1.25%. Ten times
this (12.5%) is then used to re¬
duce the company's own life re¬
serve to remove the estimated
redundancy. . . . Assume for illus¬
tration that the company's life
reserve is $900,000; then this be¬
comes $787,500 ($900,000-12.5%)
after adjustment. This figure is
then multiplied by the 5 year
average yield to produce the con¬

tract liability requirements. In
this case $787,500 x 3.75% = $29,-
531. (Interest paid policyholders
and pension trust reserves, if any,
would then he deducted but here,
for simplicity reasons, we will as¬
sume none existed.) The next step
is to divide the actual net invest¬
ment income into this estimated
reserve requirement: $29,531 di¬
vided by $40,000 = 73.8%. This is
assumed to be the policyholders'
share of investment income and
therefore not taxable. What is left
(26.2% of $40,000 = $10,469) is
considered the company's share.

Next, tax exempt interest and

85% of any dividends received is

divided on the basis of 73.8% be¬

longing to policyholders and only
26.2% to the company, and the

smaller portion is then deducted
from the $10,469.
In this illustration let us assume

$400 of investment income is tax-
exempt. The Company can take
only 26.2% or $105 as its share of
the tax-exempt interest (the the¬
ory being that the other 73.8% or

$295 of tax-exempt interest is
also exempt because it is included
in the company's share which is
exempt). . .

NOTE—This is completely dif¬
ferent than the treatment of tax-
exempt income in the case of any
other taxpayer. Members of the
IBA interested in municipal secu¬
rities should carefully note this
discrimination since life insurance
companies will find municipal se¬
curities are less attractive under
this provision than if they re¬
ceived the full credit. If banks or

other debtor-type investors were

compelled to prorate exempt in¬
come with depositors or creditors
tax exemption would lose much of
its value to them, and the market
for such securities would be re¬

duced. Our cooperation with the
industry is needed to upset this
dangerous precedent. The Act in¬
cludes a provision that, if it is es¬
tablished in any case that the Act
would result in the imposition of
tax on tax-exempt interest, an ad¬
justment shall be made to the ex¬

tent necessary to prevent such im¬
position of tax. There is now

controversy as to whether the pro¬
rating of tax-exempt interest be¬
tween the "policyholders' share"
and the "company's share" actual¬
ly imposes any tax on any portion
of the tax-exempt interest.

' There is a special sm&ll busiijtis
deduction of 10% (but not to
ceed $25,000) of net income, which
in this case would be 10% of
$40,000 or $4,000. This, plus the
$105 tax-exempt interest would
reduce the company's tax base
under Phase I to $6,364. We now

proceed to the next step.
PHASE II: In the illustration

gains for operations are $45,000.
This figure is here assumed to be
after deductions; (1) policyhold¬
ers dividends; (2) special deduc¬
tions for non - participating and
group insurance. The next step
would be to deduct from this $45,-
000 the $6,364, leaving an under¬

writing gain of $38,636. One-half
of this is added to the tax

base under Phase I (19,318 plus
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$6,364 = $25,682). Application of
30% normal and 52% surtax to
this gain would normally then be
the current year's tax if there is
no Phase III tax due. If the gain
from operations were less than
the taxable investment income,
(i.e. there was an underwriting
loss) the combined tax base is
simply the adjusted gain from
operations. Mutuals can incur an

underwriting loss by reason of
payment of policyholders divi¬
dends, but it is allowed only to
the extent of $250,000.
PHASE III: This phase treats

with the 50% of underwriting
profit upon which the tax was

deferred in Phase II, plus the spe¬
cial deductions under Phase II. It
is effective one-third in 1959; two-
thirds in 1960; and fully there¬
after. It sets up two surplus
accounts. One, the Shareholders
Surplus Account receives all earn¬
ings upon which tax has been
paid. Two, the Policyholders Sur¬
plus Account receives the deferred
half of the underwriting profit.
Also, since under Phase II the spe¬
cial deductions were allowed
(10% of additions to reserves on

non-participating policies or 3%
of the premiums, whichever is
greater and 2% of the premiums
on group life) these are added to
Policyholders Surplus under
Phase III. If any of this fund is
distributed to stockholders, $100
would be taxable for each $48 dis¬
tributed. After building up to
certain limits any additions also
become taxable.
Cash dividends paid stockhold¬

ers from the Shareholders Surplus
"Account are not taxed, but any
amounts transferred either to
Shareholders Account or paid out
from Policyholders Surplus makes
this amount includable in the

regular income tax base at that

time. • The maximum.: that the
Policyholders Surplus can build
up to is 15% of total life reserves;
25% of the cumulative additions
to life reserves since 1958 or 50%
of net premiums for the year,
whichever is highest.
If a company ceases to be a life

insurance company the entire
Policyholders Surplus becomes
taxable in that year. If it mutual-
izes and pays off it's stockholders,
payments must first. exhaust all
other capital funds before with¬
drawals of the tax-subject, Policy¬
holders Surplus is involved.
NOTE — The criticisms of this

phase is that it really affects onjy
the stock companies. A sensitive
competitive balance has developed
historically between the dozen or

two huge, strong mutuals and
about one thousand smaller, but
enterprising, stock Companies.-; It
has been, up to now, possible to
attract venture -capital into the
industry, despite the many years
of patience required of capital
before any reward could be forth¬
coming. Phase III threatens to

upset this sensitive, economic bal¬
ance by discouraging this flow of
venture capital. This is accom¬

plished as much by clouding it's
reward as by discriminatory tax¬
ation, for such plowback as nor-'1
mally would take place would
rarely revert to stockholders. Only
time will tell whether this policy¬
holders fund is really profit or a

necessary reserve and the income
from it will be taxed, anyway,
under Phase I.

Phase III unfavorably tilts the
scales in an industry with an al¬
ready demonstrated tendency to¬
wards mutual monopoly without
much tax revenue producing rea¬
son. In doing this it may be an
insidious blow for socialism. The

Continued on page 90
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present Canadian trend toward
mutualization of stock life com¬

panies is linked to a somewhat
similar tax law approach which
discriminated between stock and
mutual earnings and thus built
advantages for mutual operations,
that may soon virtually eliminate
the stocks. When our government
tells a taxpayer, "You may keep
these dollars now as they may or

may not be earnings, but if certain
things happen in the future you
might have to pay them as taxes,"
then it would seem the bewildered

taxpayer would never really know
which dollars are his and which
are not. - ' ; •>

Special Provisions
Life insurance companies, be¬

ginning with the calendar year,

1959, are now subject to Capital
Gains tax. The tax rate is a flat
25% on net long term gains. No
alternative method is allowed, as
in ordinary corporations. An im¬
portant advantage, however, pro¬
vides for costs to be used as that

v of Dec. 31, 1958, so all apprecia¬
tion in assets held prior to that
date will not be taxed in the
future. I
Dividends paid by stock life in¬

surance companies, heretofore
ineligible either for the 4% divi¬
dend received credit or the $50
exclusion ordinarily given, will
now be allowed these credits.

Life companies, which compute
their reserves on the lower pre¬

liminary term basis, are allowed
to recompute them under the net
level premium basis, either by
formula or approximation in order
to avoid hardship for tax reasons.

Deficiency reserves set up in
the past to conform with State
Law will not be taxable as gains
as they re-appear in the future,
under Phase II. They will be
ignored entirely for tax purposes.

A life company, for tax pur-
, poses, must have more than 50%

j of it's insurance reserves in life
• reserves, but guaranteed and non
'
cancellable life, accident and
health reserves are considered as

life reserves for tax purposes.

Reserves can be strengthened or

weakened, but the effect of such
adjustments must be spread rat¬
ably over a 10-year period.

Variable annuities companies
will be treated as life insurance

companies for tax purposes

through 1962. Then their tax
status will be reviewed in light of
the experience that develops as
this relatively new field expands.
New companies have an 8 year

period to carry forward the oper¬

ating losses incurred in their first
5 years of operation instead of
the usual 5 years. The usual 3
year carryback of losses is ac¬

corded all life companies, but this
would be of on benefit to new

companies and no carrybacks are

permitted prior to Jan. 1, .1958.
The exemption of investment

income earned in connection with
reserves accumulated for qualified
employer pension and profit shar¬
ing plans begins with one-third
allowed in 1959; two-thirds in
1960 and 100% thereafter. This
allows insurance companies to
provide small employers the same
tax free treatment now accorded

large private trusteed plans, and
is one of the most constructive
measures provided under the Act.

RespectfuIly submitted,
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Stocks of many insurance compa¬
nies still repi^ent underwriting
operations heavily committed to
fire or property loss coverage.
Even though initial steps toward
entering casualty fields have been
taken, progress to date has been
limited sufficiently for many tra¬
ditional fire companies to retain
their classification. Policies writ¬
ten by these non-multiple line
carriers still are limited to the
straight lire, extended coverage,
auto physical damage, inland ma¬
rine and ocean marine property
lines.

Within the industry the sizable
number of companies continue to
cling strongly to the slower grow¬
ing fire lines. Possibly stock in¬
vestment attraction also persists.
Generally the investment distinc¬
tion between fire and casualty
stock companies is fast losing its
former importance.
Straight fire insurance volume,

which once ranked first among

the fire-casualty lines, has been
superseded by auto bodily injury
liability volume. The fast growing
extended coverage line with high
peril, due to the lack of natural
barriers, has been unprofitable
over the years since its introduc¬
tion. Nonetheless present policies
with deductibles may lead to
profits. :

Faced with inflated repair costs,
auto physical damage premium
volume appears to have limited
growth prospects. Although a mod¬
erately profitable line, the preva¬
lence of instalment purchase
brings on creditor domination at
the expense of underinsurance
when automobiles finally are
owned. The General Motors Group,
which writes the largest physical
damage volume, may be joined by
other automobile manufacturers
which have shown interest in the
credit finance-insurance field. In¬
creased competition may minimize
the attractiveness of this line for

Property Insurance Stocks

Price Range
IM9-19Q3

41—20

\ 44—23

38—24

25—14

40—22
15— 8

36—20

52—27
36—20

37—20
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Merch'ts & Manuf. Ins. Co.
New York Fire Ins. Co.__
North River Ins. Co
United States Fire Ins. Co.
Westchester Fire Ins. Co._

Shares
Recent Indie. C'urr. Outstdg.
Price Divid. Yield (000)

29 $1.60 5.52% 487.5
44 1.90 4.32 300*
34 1.20 3.53 500
21 1.00 4.76 200*
24 1.25 5.21 100
14 0.65 4.64 250*
34 1.50 4.41 200*
37 1.40 3.78 800**
29 1.00 3.45 2,100**
30 1.20 4.00 1,000**

*Member of the Corroon & Reynolds Group.
**Member of the Crum & Forster Group.

strong separate development. In¬
land marine premium growth has
slowed down as a separate cover¬

age, while the smaller ocean ma¬

rine volume holds future promise.
The problem for insurance stock

investors center on which of the
many companies will operate
more profitably by producing rel¬
atively favorable records. Expe¬
rience in any insurance lihe may
appear unattractive on an indus¬
try or typical company basis.
Whether limitations to profitable
performance are due to careless
selection of risks, tardy or insuf¬
ficient rate relief, commission
problems and uncontrolled ex¬

penses, or laxity in property loss
adjustments, there are manage¬
ments who take on extensive

expansion or intensive internal
cost control or both.

Moves taken by fire insurance
companies during 1959 include the
acquisitions of Maine Bonding and
Casualty Co. by Northern Insur¬
ance Co. and Anchor Casualty
Company by Agricultural Insur¬
ance Co. New Hampshire Insur¬
ance Co. took "Fire" out of its

name, declared an extra dividend
of 100, and announced plans to

strengthen its capital position.
National Union Fire Insurance Co.
increased its capital funds through
a rights offering. Cfum & Forster
declared an extra dividend of 400
a share. More companies are ex¬
pected to show at least ^modest
underwriting profits in 1959.
Insurance stockholders' patience

has been put through a harsh test
over the past four or more years.
Although possibly premature they
will be on the lookout for divi¬
dend increases or other compen¬

sating steps reflecting progress.
The stocks tabulated below rep¬

resent heavy concentration in es¬
tablished fire lines. At least a

dozen more companies could be
included which presently are pay¬
ing the same dividends as in 1956.
-Dividends from several of the

companies tabulated are paid on a

semi-annual, rather than a quar¬

terly, basis. For investors who
limit themselves to listed securi¬

ties, the following fire insurance
companies are listed on the Amer¬
ican Stock Exchange: Corroon &
Reynolds.; Camden Fire Insurance
Assoc.; Reliance Insurance Co.,
and Universal Insurance Co. ;

As a group, fire insurance stocks
seldom hold forth strong growth
potential. Interest tends to center
on cyclical recovery appreciation,
attractive yields and sizable dis¬
counts from net worth

Clark, Dodge & Co.
Leads G.M.

Secondary
It was announced on Dec. 11 that

Clark, Dodge & Co., in association
with Shearson, Hammill & Co.,
had sold a secondary offering of
200,000 shares of General Motors
common stock at $52 per share.
As is the case with this kind of

offering, none of the proceeds ac¬
crued to the company, and it does
not represent new financing on
the part of General Motors.

A. G. Edwards Will

Admit Partners

ST. LOUIS, Mo.—On Jan. 1 Ben¬
jamin F. Edwards III and William
F. Sanford will become partners
in A. G. Edwards & Sons, 409
North Eighth Street, members of
the New York and Midwest Stock
Exchanges. Mr. Sanford will make
his headquarters at the firm's New
York office.
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PUBLIC UTILITY

BY OWEN ELY

Wisconsin Electric Power Company

Wisconsin Electric Power and itsr
subsidiaries serve an estimated
population of 1,710,000 in 385 com- '

munities or Wisconsin and .in thes

upper peninsulaof Michigan.
Three separate areas "are served,
but the properties are intercom ,

nected. Subsidiaries include Wis¬
consin Michigan Power i Com¬
pany., with annual revenues, o.t
over 17 million, and Wisconsin
Natural Gas. Company with rev¬

enues of over $11 million. Wis¬
consin Electric also has a $4 mil¬
lion investment in the securities
of the Milwaukee & Suburban
Transit Corporation.
The area includes some excel¬

lent industrial locations, includ¬
ing Milwaukee (13th U. S. city in

'

population) and Mil.wau k e e

county (eighth, in industrial pro¬
duction). Large farm area with a

substantial irrigation load help to
stabilize the overall set-up—since
industries served include lumber
and paper companies and iron ore
mines, which are somewhat cycli¬
cal.

Revenues are approximately
87% electric, 11% gas and 2%
heating and miscellaneous. Elec¬
trical revenues are 40% residen¬
tial and farm, 29% commercial,
24% industrial and 7% wholesale
and miscellaneous. Electric rates

are quite low, averaging 2.16c per
kwh in 1958 compared with the
U. S. average of $2.53; residential
usage was correspondingly higher
than the U. S. average.

The deepened St. Lawrence
Seaway, which went into opera¬
tion some months ago, is expected
to have a favorable effect upon
the economy of the areas served,
Milwaukee's outstanding harbor
facilities serving as a gateway.
In the past 30 years, Milwaukee-
has spent about $10 million in de¬
veloping its outer harbor. Addi¬
tional millions of dollars are being
spent to improve the port's al¬
ready fine facilities and make

them more attractive to exporters
and. importers. : ' / "
The system generating capacity

aggregated 1,375,000 kw at the end
of 1958 compared with 1,253,030
peak load in that year, indicating
a reserve of 9% which was some¬

what on the low side. A moderate
amount oi; power was purchased
on balance. However, - a 250,000
kw unit, is scheduled for comple¬
tion late this year, at the Oak
Creek Power .Plant near M51-

waukee, adding 250,000 kw at a
cost of about $40 million. A sixth
unit at Oak Creek, also with 250,-
000 kw capacity, will probably be
ready for operation by the end of
1961. The company last year de¬
rived about 6% of total output
from its susbidiary's hydro elec¬
tric plants in northern Wisconsin.
The .company and its subsidi¬

aries have a substantial long-
range program for construction of
new facilities. Nearly $42 million
was expended in 1958 and the
budget for 1959 is $40 million.
For the four-year period 1959-60
inclusive, total expenditures are
estimated at $155 million.
Wisconsin Electric's share earn¬

ings record was not outstanding in
earlier years. Earnings in 1948
were $2.05 (as reported by Stand¬
ard & Poor's) and gradually in¬
creased to $2.40 in 1957, only to
decline to $2.12 in 1958. This
showing in recent years was

mainly due to a decline in the
percentage earned on net prop¬

erty, which had increased from
6.5% in 1948 to 8.1% in 1952 but
declined to only 5.4% in 1958. In
November, 1957, the company ap¬

plied for a rate increase of nearly
$6 million and asked the Wiscon¬
sin Public Service Commission to
switch to a value-type rate base,
but the Commission held to a

cost-type rate base and allowed a

6% rate of return. It granted a

$3,816,000 annual rate increase,
equivalent to about _32c a share

after Federal income taxes on

present shares.
The company's subsidiary, Wis¬

consin Michigan Power, has also
requested a rate increase of $473,-
000 to cover increased charges for
power purchased from the parent
company. The Commission, in the
rate case referred to above, had
suggested that the parent com¬

pany's charge to Wisconsin Mich¬
igan should be increased by the
indicated amount.1
As a result of the 1958 rate in¬

crease and improvement in busi¬
ness, the company reported share
earnings for the 12 months ended
Sept. 30, 1959 of $2.75 on 5,608,-
000 shares, compared with $2.20 on

5,100,000 shares in the previous
12 months. ' 1958 earnings, espe¬
cially in the first half, had been
affected by the general decline-in
business activity as well as un¬

favorable weather conditions.

However, in the last quarter of
1958 (included in the latest 12
months' statement) there was a

record-breaking winter peak out¬
put of 1,258,000 kw, including an

upturn in industrial sales.
The company sold 510,000 shares

of common stock to stockholders
of record Sept. 24, 1958 at $29 a
share. The equity ratio at the end
of 1958 was 40%. The company is
borrowing about $18 mililon from
the banks this year to take care
of construction expenditures.
The dividend rate has been

gradually stepped up from $1 in
1948 to $1.70 in 1959 and an in¬
dicated $1.80 for 1959. This year
three quarterly dividends of 42V2C
were paid and a year-end quar¬

terly payment of 52Vac, bringing
the total to $1.80. It seems un¬

likely that the last quarterly pay¬
ments can be taken to indicate a

jump in the 1960 rate to $2.10,
since in 1957 the company paid
three quarterly 40c dividends and
a final 50c, without going to a $z
rate in 1958.

The stock has been selling re¬

cently around 38V2 to yield 4.7%.
The price-earnings ratio is 14
which compares with a recent in¬
dustry average of nearly 17.

New Bennett Branch

ASBURY, PARK, N. J.—Bennett
& Company has opened a branch
office at 715 Mattison Avenue un¬

der the direction of Jerome W.
Brownstein.

? ■ •

Copperweld Steel
Debs. Marketed
Dillon, Read & Co. Inc. and Riter
& Co. on Dec. 16 offered publicly
$8,000,000 5% convertible subor¬
dinated debentures, due Dec. 1,
1979, of Copperweld Steel Com¬
pany priced at 100%. The deben¬
tures are convertible into common

stock at $56 per share, subject to
the company's right of redemp¬
tion.

Commencing Dec. 1, 1960, the
debentures will be redeemable at
the option of the company at
prices ranging from 105% to par
on or after Dec. 1, 1978.

Approximately $3,000,000 of the
net proceeds from the sale of the
debentures will be used to pay
the company's outstanding short-
term notes, and the balance will
be added to the general funds of
the company and used for the
present expansion and improve¬
ment of its manufacturing facili¬
ties. It is estimated that this pro¬
gram will be completed by the
end of 1962 and will cost approxi¬
mately $15,800,000, of which ap¬
proximately 60% will be used for
the installation of facilities for the
production of new products and
approximately 40% for the mod¬
ernization of existing facilities. A
major new product is Alumoweld,
which combines the electrical

conductivity and corrosion resist¬
ance of aluminum with the

strength of steel.

Vanguard Inv. Co. Formed
LOS ANGELES, Calif.—Victor
Redstone is engaging in a secu¬
rities business from offices at 8054
West Third Street under the firm
name of Vanguard Investment Co.

First Offering of
Behlen Mfg. Com.
Stock Effected
The first public offering of shares
of Behlen Manufacturing Com¬
pany of Columbus, Neb., was
made Dec. 16 by an underwriting
group headed by Smith, Barney
& Co., Kirkpatrick-Pettis Com¬
pany and The First Trust Com¬
pany of Lincoln, Neb. The offer¬
ing consists of 370,000 shares of
common stock, priced at $15.50'
per share. , . <

"

Of the 370,000 shares, 70,000
shares represent new financing by
Behlen Manufacturing. The bal¬
ance of 300,000 shares has been
owned by members of the Behlen
family who, after the offering,
will own 65.42% of the 1,070,000
shares of combined common stock
and class A stock to be out¬

standing.
Behlen Manufacturing produces,

largely of its own design, a line
of custom and mass produced
metal buildings for farm, com¬
mercial and industrial uses and a

line of metal corn cribs, grain
dryers and grain bins. Established
in 1941, the business from its be¬
ginning has been under the man¬

agement and control of the Behlen

family.
A cash dividend of 20 cents per

share has been declared on the
common stock, payable Feb. 1,
1960 to stockholders of record
Jan. 20, 1960.

Joins Dempsey Staff
(Special to The Financial Chronicle)

MODESTO, Calif.—Robert C.
Osburn has joined the staff of
Dempsey & Co., 1024 J Street.
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The Stoek Market in
The Scientific Sixties

Continued from page 3
shows that today only $685 in
high-grade bonds give the same
yields as $1,000 in common stocks.
Since 1933 it has taken an aver¬

age of $1,440 in high-grade bonds
to get the same income as from
$1,000 worth of stocks.
The conclusion based on such

studies is that today's valuations
are far above normal. This con¬

dition does not necessarily start a

bear market but it does make a

market more sensitive and vul¬
nerable to unfavorable develop¬
ments. Back in the 1947-49 period
when stock prices were only one

quarter as high as they are today,
when it cost $700 to buy $100
worth of earning power, and
when yields were 7%, the market
could ignore most unfavorable
news. With the cost of buying
earning power around $1,850 to¬
day and with yields down to
3.10% the bull market must be
fed with good news to keep it
going. In the past such generous
valuations have persisted for some
time. Eventually, however, the
cycle of the markets asserted itself
and values returned to more nor¬

mal levels. 1

Fundamental Influences

It is always wise to look at some
of the fundamental influences that

have, or that may in the future,
influence investors' appraisals, to
see if today's generous valuations
are justified. Over the past 10
years we have been favored with
an unusual combination of bullish
influences. By coinciding, they
have produced one of our most
prosperous periods in history and
one of our largest bull markets.
It may be well to look at these
factors to see which are still im¬

portant and which have lost their
influence.

The stock market is, on a

smaller scale, like the broad
movements that take place in
history. It is well expressed in a
review of the book "War and
Peace" by Tolstoy—
"A king is a slave of history—

He is merely the figurehead on a
vessel driven by a for^e not his
own.

"What then is the cause of his¬
torical movement? It is an endless
and multitudinous chain of causes
which neither Tolstoy nor any
other man can hope to know.
"History is a welter of millions

of purposes crisscrossing, coin¬
ciding, resolving, and again as¬
sembling and dispersing.
"When they happen to coincide,

a great movement takes place;
men with like purpose move in a
mass and in one direction, the face
of the world is in seething tur¬
moil.

"The purposes then disintegrate
and history relaxes."
If we substitute "stock market"

for "history" the comments still
apply.

(A) Influences That Have Been
Important in the Past But
That Are of Declining Sig¬
nificance or That Have Ceased
to Exist—

(1) The large deferred demand
for goods that existed in 1946 as
a result of both the war and the
severe depression in the 1930s.
This was a great stimulus which
now has lost its strength because
many years of high level produc¬
tion have filled the pipe lines.
(2) Stock piling by the govern¬

ment. This was an $8 billion op¬
eration. Now it is found that

many of these supplies are un¬

necessary and there has been
considerable deterioration in

quality.
(3) The rebuilding of foreign

countries which stimulated our

economy and created a large de-
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mand for our goods. Now these
countries are back on their feet
and are competing with us in the
world markets.

(4) The easy money policy of
the government which continued
up to 1955. The discount rate
which was Wz% in 1954 is now

4%.

(B) Favorable Influences of the
More Permanent Nature—

(1) Technological Progress.
When the history of this period
is written, the economists and
historians will refer to the tech¬

nological revolution that is going
on throughout the world. Some
people have estimated that 50
years from now, half of the goods
that we will use and buy will be
things that are not produced or

even known today. Scientific
research is creating new indus¬
tries, new products, new methods
and new investment opportunities.

(2) Greater Respectability of
Common Stocks. The institutional
demand for stocks from invest¬
ment companies, insurance com¬

panies, trust funds, educational
institutions, savings banks, pen¬
sion funds, etc., has been, and
should continue to be, one of the
important and favorable influ¬
ences in the future. There have
been estimates that every day
several millions of dollars come

into these funds that can be in¬
vested in common stocks.

(3) Great Improvement in Busi¬
ness Management and in Profes¬
sional Security Analysis. Corpora¬
tions are better managed today
and there is better information
available for use in making in¬
telligent business decisions. The
use of electronic computers will
make this even truer in the fu¬
ture. Today too, security analysts
have better statistics and sources

of information to guide their de¬
cisions.

(4) We Have Created a New
Kind of Economy in This Country.
It has been called Peoples' Capi¬
talism and it is a very different
system from the type of capitalism
that Marx criticized. Today cor¬
porations are owned by many
people who are sharing in the
profits. Labor has generously
shared in this increased productiv¬
ity also. Aldolf Berle says this
new type of capitalism came as a
result of (1) the development of
the corporate form of business or¬

ganization whereby companies are
owned by many people rather
than by a few families or in¬
dividuals. (2) The rise of the
Labor Unions that represent labor
interests but that do not attempt
to run the companies, (3) the
government itself which attempts
to direct and steer the economy
so there will be a high level of
employment.

(C) Some Influences Are Very
Important But Are Uncertain
Today—

(1) Possible Easing of the
Armament Race. The question of
whether the world blows itself up
in atomic war that no one could
win or whether it learns to co¬

exist is the most important one

facing us today. A disarmament
policy would be welcomed by
everyone if it were sincere on

the part of all countries involved.
It would, of course, create tempo¬
rary problems for certain indus¬
tries, companies and individuals.
The government can smooth the
transition by acting quickly to
lower taxes and to create public
projects to absorb people from
defense industries.

(2) Inflation. From 1939 to 1949
the value of our dollar declined
40%- and our stock market was

practically unchanged in value.
From 1949 to 1959 the value of
L,he dollar declined only 20%, or
lalf as much as in the preceding
iecade. Yet the market in 1959
vas four times as high as in 1949.
nflation is a household word to-
lay—it was not widely discussed
n 1949. Today, however, some
>rominent economists 'feel that
deflation may be more important

than inflation. Per Jacobsson, the
Managing Director of the Inter¬
national Monetary Fund, said in
a recent speech in Sweden that
world inflation has come to an

end and should not appear for a

long time provided there is no

interference with production in¬
creases.

(3) Opposition to Wage-Price
Spiral. The outcome of the steel

negotiations will be important to
many other industries and to our

general economy. It is most im¬
portant now to stop the inflation¬
ary influence of wage increases
which are not justified by pro¬
duction gains. We face serious

competition from foreign coun¬
tries. The average factory hourly
wage in the United States is $2.23
while it is only 76 cents in Ger¬
many and 35 cents in Japan, so
it is apparent that we will harm
our world markets, especially in
items where labor is a large per¬
cent of total manufacturing costs.

Conclusion Regarding Leading
Influences

There are several important
influences that are of permanent
or long-term nature which should
create a large demand for stocks
in coming years, especially those
that will reflect scientific progress.
The other influences that have
been important but that have
diminished or even disappeared in
significance should tend to temper
those enthusiasts who project
postwar trends too far into the
future.

Other Factors Affecting Trends
In 1960—

Long Term Upward Channel.
Since 1942 there has been an

upward channel in the industrial
stock average (i. e., parallel lines
drawn through important highs
and lows). This line is going up
at the rate of 10% a year. The
upper line is at a level that is

roughly 50% above the lower line.
Twice the market has tested that
upper line—in 1946 and again in
1956 — and then declined. Last
summer it came close again. Its
limits for 1960 are 500-550 on the
downside and 750-825 on the
upside. Interestingly, the bull
market of the 1920s produced the
same sort of an upward channel
and in 1929 when the market
reached 50% above its base line,
the bull market was over. The
reason for this behavior is that

investors, like an army, hate to
get too far from home base. Vul¬
nerability of both an army and a
stock market increases as the dis¬
tance from the base is increased.

Election Year Trends. In con¬

sidering the outlook for 1960 we
have to remember that it is an

election year. If we were in
power and were spending between
20% and 25% of the money spent
in this country we should not be
very bright if we did not arrange
our spending programs to create
a feeling of good will in an elec¬
tion year. Also, if we knew that
corrections had to come occasion¬

ally in our economy we would
like to see them come early in
the new four year term. Actually
that has been the course in the
past three election years. The
trend of the market was flat —

with good trading possibilities.
The highs of election years of
1948, 1952 and 1956 were only
6V2 to 8V2% above levels at the
start of those years. From those
highs in election years the market
went down 16%, 12% and 19y2%
to the lows in the post-election
years of 1949, 1953 and 1957.

Margin Rates Are High. The
market advance was not killed
off in 1951 when margins were
increased to 70%, but the pace
slowed down. The gain to early
1953 was 25% before the good
correction of 1953 was seen. In
1955 margins were increased to
70%. Again this did not kill the
uptrend but it did slow it down.
Before the 1957 correction oc¬

curred, however, the market had
advanced another 25%. Margins
were increased to 70% in 1958
and then a few months later to
90%. So far, this has had the same
effect as the 1951 and 1955 in¬
creases. It has noticeably slowed
the advance but has not killed it.
Should ; the market continue to
advance as much as it did after
the other increases before it suc¬

cumbed, it could go 10% higher
r than -, it was in thel summer of
1959.

Low Priced Shares Finally
Came to Life. One of the missing
links in 1957 as far as an indica¬
tion of important bull market
peak was concerned was the ab¬
sence of a speculative move in
lower priced and lower quality
shares. Such a move developed
from April of 1958 to April of
1959 when these stocks moved up
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much more sharply than the gen¬
eral market. Their index reached
a level that was 40% ahead of that
for the general market in April
and since then has failed to keep
pace with the better quality
shares. It is a characteristic of bull
markets to end after strength of
low priced shares, but with a
later move in higher quality
shares as a grand finale.
Last 20% Rally and the Last 12

Months of Bull Markets. We have
studied the action of the market

during its last 20% advances in
bull markets since 1919 and find
that the average duration of such
moves is 514 months. That last
20% gain is also lost in an average
of the next 514 months. One has
to be agile to take full advantage
of these late but profitable moves

when there also has been an ac¬

tive trading with a turnover of
between 15%-30% of listed
shares. Actually in studying the
behavior in the last 12 months of
all bull markets : since -1897 we

find that the average gain has
been 32%.

-} Our Economy in 1960. The steel
strike has probably pushed some
of the busines activity that would
have come in 1959 into 1960. After
the steel strikes of 1952 and 1956
it actually took another year of
high level activity before business
slackened. For 1960 we estimate
the following changes in leading
economic indicators—

Gross National Product — up

5% to 8%;
Capital Expenditures—up 10%;
Auto Sales—7 million;
Disposable Income—up 6%;
Housing—down 10%;
Money—tight but available;
Federal Reserve Board Index—

up 5%;
Corporate Profits—up 15%;
Dow Jones Industrial Average

Earnings — $40-41 vs. $35-36 in
1959. . : j ;

Conclusion of Study . •

• Studies of economic and finan¬

cial figures make, some people
bullish and: ; some7 bearish. We

couldn't have a stock market,
with its need for both sellers and
buyers, if this were not true. It
is a bit like looking at sunlight
through a prism. One man sees

a red light, another sitting close
to him is as certain that the color
is green, while a third says it is
yellow. Looking at these market
influences and statistics today the
color looks distinctly amber, or
one that says to proceed more

cautiously. This looks like the
typical third sage of a bull market
when optimism makes people pay
higher than normal prices for
shares. Such a condition can con¬

tinue for some months. Today for
the first time in 30 years bonds
are offering real competition for
investors' favors and funds since
their yields are often 60% larger
than on the average common
share. Bull markets do not give
in easily and investors are reluc¬
tant to establish profits and pay
taxes so it is always possible that
the market can move higher, es¬

pecially in an election year.
Should the gain from the 1959
summer peak of 680 extend an¬

other 10%-20% it would put the
averages into vulnerable territory
and would justify a shift of more
funds into bonds in hope that in
the post-election year of 1961 a

larger number of shares could be

acquired with the same money.

*An address by Mr. Rotnem at Dean's
Homecoming for Commerce Alumni, New
York University, Dec. 5, 1959.

A. C. Terrell With

McDonald, Evans
(Special to The Financial Chronicle)

KANSAS CITY, Mo.—Alva C.

Terrell, Jr. has become associated

with McDonald, Evans & Com¬

pany, 1009 Baltimore Avenue,
members of the Midwest Stock

Exchange, Mr. Terrell was for¬

merly manager of the municipal
department of Soden Investment

Company. 7 - '• <-•
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New Jersey Sells
$66.8 Million
Education Bonds
A merged group consisting of
two accounts—one headed by The
Chase Manhattan Bank and the
other by Bankers Trust Co.—and
including co-managers The First
National City Bank of New York;
Morgan Guaranty Trust Company
of New York; Lehman Brothers;
Smith, Barney & Co.; Halsey,
Stuart & Co. Inc.; The First Na¬
tional Bank of Chicago; Drexel &
Co., and Shields & Co. was the
successful and only bidder for an
issue of $66,800,000 State of New
Jersey Higher Education Bonds,
due Jan. 1, 1963 to 1975, inclusive.
The group bid 100.004 for the

bonds as 4s, 314 s, 3%s and 3.40s,
representing a net interest cost of
3.41324% to the state.

On reoffering to the public, the
bonds are priced to yield from
2.90% to 3.40%, according to ma¬

turity.
Other members of the offering

syndicate include:
Harriman Ripley & Co., Inc.;

Harris Trust and Savings Bank,
Chicago; The First Boston Corpo¬
ration; Phelps, Fenn & Co.; C. J.
Devine & Co.; The Philadelphia
National Bank; Chemical Bank
New York Trust Company; Salo¬
mon Bros. & Hutzler; Continental
Illinois National Bank and Trust

Company of Chicago; Goldman,
Sachs & Co.

The Northern Trust Company'
Chicago; Fidelity Union Trust
Company, Newark; Blyth & Co.,
Inc.; National State Bank, New¬
ark; Merrill Lynch, Pierce. Fcn-
ner & Smith Inc.; Eastman Dillon,
Union Securities Co.; Kidder,
Peabody & Co.; Glore, Forgan &
Co.; Kuhn, Loeb & Co.; First Na¬
tional Bank of Oregon, Portland;
Stone & Webster Securities Cor¬

poration.
L. F. Rothschild & C04 Blair

& Co., Incorporated; B. J. Van
Ingen & Co., Inc.; R. W. Press-
Drich & Co.: Bear, Stearns & Co.;
Ladenburg, Thalmann & Co.;
White, Weld & Co.; Mercantile
Trust Company, St. Louis; Equi¬
table Securities Corporation;
Wertheim & Co.; Carl M. Loeb,
Rhoades & Co.; Hornblower &
Weeks; A. C. Allyn and Company,
Incorporated; Lazard Freres & Co.

Van Alstyne, Noel
& Co. Heads
Victoreen Synd.
Van Alstyne, Noel & Co. is man¬
ager of an underwriting group
which offered on Dec. 15 an issue
of $2,500,000 Victoreen Instrument
Co. 6% convertible subordinated
debentures, due Dec. 15, 1974, at
100% and accrued interest from
Dec. 15, 1959. The debentures
were selling at a premium within
hours of the offering.
Net proceeds from the sale of

the debentures will initially be
used by the company to retire a

presently existing bank loan
which was incurred on Sept. 1,
1959 to acquire the assets of Stand¬
ard Felt Co. The balance of the
proceeds will be added to the
company's general funds to be
used for general corporate pur¬

poses, including the development
and acquisition of new products
for the company and its subsidi¬
aries or the acquisition of other

companies, or for both purposes.

The debentures will be con¬

vertible into common stock at an

initial conversion price of $12.50

per share. The debentures are re¬

deemable at optional redemption

prices ranging from 105% to par,

and for the sinking fund at a re¬

demption price of par, plus ac¬

crued interest in each case.

Boenning Group
Offers Debentures
Of United Marine
An investment banking group
headed by Boenning & Co. on
Dec. 15 offered publicly $1,250,000
of 6% sinking fund debentures,
due 1974, and 125,000 common
shares of United Marine, Inc. The
debentures bear non-detachable
warrants to purchase 100 shares
of common stock per $1,000 of de¬
bentures. The debentures and
stock are being offered at a price
of $1,125 per unit—each unit con¬
sisting of $1,000 of debentures and
100 shares of common stock.
United Marine was organized in

April, 1959, to acquire the plants
and assets of Richardson Boat Co.,
Inc. of North Tonawanda, N. Y.
and Colonial Boat Works, Inc. of
Millville, N. - J. These assets are

to be transferred to United for a

total consideration of $1,150,400,
pursuant to a purchase. contract;
United Marine has issued 125,-

000 shares of common stock for

$250,000 in cash. It has used $228,-
000 of this cash to make periodic
payments under the purchase con¬
tract. The balance of this cash and

approximately $950,000 of the net
proceeds from the offering of
these units are to be used to com¬

plete the payments under the con¬
tract and the expenses of its
negotiation.
United Marine plans to enter

the smaller boat tieid. A he-

location is being considered for a

separate plant for the production
of a 24-foot lap strake skiff in the
comparable price range of auto¬
mobiles. When the new skiff is in

production the company will be
in a position to take advantage of
the mass market developing for
small boats.
Richardson and Colonial sell

through about 95 independent
dealers in boating centers through¬
out the country, and Pacific Coast
markets have been successfully
established in recent years.
A pro forma statement of earn¬

ings of United Marine, Inc. for the
year ended Sept. 30, 1959, shows
net earnings of $70,597, equivalent
to 28 cents per share based on

250,000 shares of common stock to
be outstanding.

, Upon completion of this financ¬
ing, United Marine will have out¬
standing $1,250,000 of 6% sinking
fund debentures and 250,000
shares of $1 par value common
stock." /
Sincere and Company is asso¬

ciated with Boenning & Co. in
the offering., . .

. . . *

G. Everett Parks i
Offers Motel Issue
On Dec. 11 G. Everett Parks &

Co., Inc., of 52 Broadway, New
York City, offered 133,000 shares
of the common stock of Interconti¬
nental Motels, Ltd.
The issuing company was incor¬

porated in Delaware on Sept. 10,
five days before it acquired
Towne House, a 60-unit motor

lodge with a pool and restaurant,
located in Martinsville, Va. The

company intends to provide a

"Towne House" franchise plan and
central buying system, for which
it intends to charge license fees. ,

; - t
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SECURITY SALESMAN'S

CORNER BY JOHN DUTTON

Placing Customer's Welfare First,
Pays Dividends!

There is no need to overempha¬
size the effective long range re¬
sults that always redound to the
benefit of any person who goes
about his task (whatever it may

be) with the attitude that he must
always "give" as well as "get."
This old fashioned idea is still

paying off in every field of ac¬

tivity today, just as it did years

ago when it was considered a

basic philosophy of life in this
country. Despite the charlatans
that despoil the business scene
around us today, there are honest
and concientious people in every
line of business activity that have
steady customers and who have
built what amounts to an annuity
for themselves.

In my own experience I have
found a competent radio and tele¬
vision repairman, an expert auto¬
mobile mechanic, a good lawyer,
an excellent doctor, a capable and
reliable insurance man, and a

gardner who keeps the bugs out
of my Florida lawn (and if they
come back during the summer he
chases them out for me at no

extra cost). These people have my

confidence, they save my time and
do not try my patience. They do
not overcharge me, they give me
a good job, and as a result they
are in demand. I have sent many

patients to my doctor and dentist,
and other friends to these reliable

people who help me to live better.
I did not find them overnight; but
find them I did, and you can bet
I won't stray when I need their
services.

One Tire—No More Business

You may think I have gone

pretty far afield for this week's
material when I tell you that the
other morning one of my front
tires went flat while driving to
work. It was my wife's car and I
was using it to keep the battery
up. She doesn't drive it very
much. A garage was very close to
the spot where the mishap oc¬
curred. I drove in and to my dis¬
may I noticed I did not have a

key to the trunk and I could not
get the spare tire that I needed
for a replacement. Rather than

waste time I asked if I could buy
a new tire. Seeing my predica-
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ment I was promptly overcharged
by about $8, they kept my car for
over several hours, charged an

extra dollar and a half for putting
on the new tire I had bought from
them and when I returned I had
to ask three people where to find
my car which they had moved to
a lot about a block away from the
place I had left it. By this time
I was at a point where I did not
even care to argue about the
whole business and I left in

disgust.
The point of this story is that

possibly unbeknown to the owners
and operators of this garage, the
employees who ran the service

department completely unsold me
on ever doing any business with
this firm again. I have been con¬

sidering a new car which is sold
by the people who have the
agency for this area who also own
and operate the garage where this
type of treatment was handed out
to me. Certainly I could not place
confidence in anything they might
offer to me in the way of a new

automobile. Even if the car is
made by a reputable manufac¬
turer I would be skeptical of any
warranties they make as a dealer;
and certainly of their repair serv¬
ice. For a few dollars extra profit
on a tire they possibly missed a
customer for an automobile.

What Has This to Do With the

Securities Business?

It doesn't matter whether it is

securities or tires, bottles, bacon
or a suit of clothes, when people
need something and they buy it
they want to believe that their
interest is being served. Last
spring I worked on a community
project to help raise some funds
for a much needed local hospital.
I met a man there who became
interested when he learned that I
was in the securities business. He
asked me if I thought he should
buy some speculative railroad
bonds. I told him I would send
him some information, which I
did in detail. When he asked me

a few days later what I thought
he should do, 1 stuck out my chin
and said, "They look high to me.

They have had a '25 point advance
in the last six months. I think

they may be all right but I don't
believe I would buy them. How¬
ever you can do so if you wish
and I will be pleased to handle
the order for you and open an

account for you." He did not buy
them and I happened to be right
for a change. The bonds declined
from 116 to 90 over the summer.

Last week he telephoned me and
said, "How about lunch, I have
my list with me; possibly you
would like to see it and give me

your opinion?" We had the lunch,
I have the list, and I have my
first order for some bonds for his
wife. Besides, it looks like I have
opened another substantial ac¬

count that can well repay me lor
giving this man an honest opinion
which I believed at the time was

the procedure that would' bring
him the most benefit.

Don't overcharge on the tire and
you may sell an automobile!

CustomersBrokers

Meeting on Dec. 21
The Association of Customers'
Brokers will hold an educational

meeting on Dec. 21 at 4:00 p.m. at
the new quarter of the NYSSA
(15 William Street).
Speakers will be Col. Oliver J.

Troster, Troster, Singer & Co.,
who will describe the over-the-
counter market and current op¬
portunities for investment; Ray
Trigger, Investment Dealers' Di¬
gest; and Paul Sarnoff, Lerner St
Co., who will discuss the tech¬
niques in the use of Puts & Calls.

Grunberg Branch
SCRANTON, Pa. — Grunberg &
Co. has opened a branch office
in the Brooks Building under the
direction of Anthony P. Perry.

Investment Bankers Ass'n ■

Holds 48th Ann. Convention
Continued from page 1
1949 he has been a member of the
Board of Trustees for the incorpo¬
rated village of Muttontown, Long
Island. He is also on the Board of
Trustees of the Turtle Bay (Com¬
munity) Music School of New
York and is Chairman of the In¬
vestment Banking Committee for
the United Hospital Fund in New
York City.
Club memberships include: The

Creek Club (member of the Board
of Governors) and the Beaver
Dam Winter Sports Club, both of
Locust Valley, Long Island. His
athletic interests are golf, tennis,
and skating.
Mr. Lee is married to the for¬

mer Emily D. Schniewind; they
have two married sons and three
grandchildren. The Lees reside in

Brookville, Long Island.

The New President's Address

The text of Mr. Lee's inaugural
address follows:
"In opening my remarks I must

pay my deepest respects to the
memory of my close friend, Jack
Hagan. He was a man who exem¬

plified the finest traditions of

leadership, in business and in
civic and philanthropic work. His
interest in the welfare of this
Association is well known. Our
lives are richer for having known
him as a friend.
"It is a great honor that you

have conferred upon me. I accept
your confidence with enthusiasm,
particularly with the knowledge
that the men who make up the
Association team at all its levels
are dedicated to making our in¬
dustry one which is a constructive
force in the American way of life.
"I would like to thank all those

who have agreed to serve as Na¬
tional Committee Chairmen for
their willingness to give of their
time to this vital work. Many, of
them headed the same committees
last year. You know from the re¬

ports that have been summarized
in open meeting of the signifi¬
cance of this work, and what an

important contribution it is to the
-industry. These reports contain
information most valuable to our

membership.. They are prepared
by technicians—they must be used.
If you have not already done so,
make them amongst your "must
reading"—have them distributed
to key men in your organizations.
"I would like to commend Bill

Kerr for the outstanding leader¬
ship that he has given_to his ad¬
ministration as its President. He
has guided us with an understand¬
ing of, and devotion to, the highest
principles of our business. He

takes his place with those leaders
in our industry whose perlorm-
ance of their obligations are dif¬
ficult to match. '•

"During this convention we
have been privileged to bear ad-
dresses by our four guests of
honor. They put forward chal¬
lenging ideas to our industry and
to each of us individually. Indeed
this has been an outstanding week;
"As to the ensuing year, I would;

like to state that it is my intention
to attend each of the Regional
meetings. The roster of the
Chairmen of the Regional Com¬
mittees and their committee mem¬

bers is most impressive. They are
capable and energetic men and I
anticipate cooperating With them
in every way possible.
The accomplishments of our

Association also depend to a large
degree upon our staff members.
We are fortunate in having such
a devoted, conscientious and hard
working group in our Washington
office, always alert to the needs
of our members. They represent
one of our most valuable assets.

"1960 like all other years of the
20th century will present to us
new challenges and new oppor¬
tunities. It will require wise con¬
duct of our affairs.
"Our society is built around a

high ideal—freedom of the indi¬
vidual.

"In the complex workings of our
society let us not lose sight of our
goal. We must not become so en¬

grossed in our personal business
that we neglect our duties as citi¬
zens.

"To meet these challenges and
opportunities the essential growth
must take place in the individual
—this is our responsicility.
"In closing I would like to em¬

phasize again how deeply apprer
ciative I am for your confidence.
I am aware of my responsibilities'.
I will do my best to discharge
them."

. . ; ;

Retiring Presidents Views i,.';
V The first session.of the convpn--
tion was addressed .by its Presi|
dent, William Dl Kerr, who f in
laying down his office alerted the
membership to the challenges and
opportunities facing them,
t Mr. Kerr remarked in part, as

follows:
r'-''T am grateful beyond.-words for
the honor to have served as Presi¬
dent of the Association. This same

day in 1958 seems like only yes¬

terday. I was then prepared for
an interesting year with plenty of
work. I have not been disap¬
pointed. However, a tremendous
plus took place in the overwhelm-
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ing warmth ol greeting that I re¬
ceived from the groups around

the country and the terrific en¬
thusiasm with which the working
members of our broad organiza¬
tion stepped up to their responsi¬
bilities. The spirit of IBA in
direct contact is downright im¬
pressive.

; ''The Association staff in Wash¬
ington is willing and competent—
eager to be helpful not only to the
President and other officials but
to every member in every group.
As your problems arise they want
to aid you, they want to hear from
you. In almost any phase of our
business, someone on the staff is
able to render expert assistance.

*

"A great variety of colorful ad¬
jectives is being used to describe
the road that lies ahead for the

people of this country — words
such as 'frightening'—stimulating*
— 'challenging.' Frightening — I
will recognize only to say this
sensation is a machination of

lazy, inflexible and passive think¬
ing — a state of mind we must
wholly reject.
; "Stimulating—strikes a respon¬
sive chord. What could be more

exciting than the prospect that we
here in this room will be witness
to the miraculous development of
the space age—that we may take
a sight-seeing tour around the
world in a few hours time. The

technological advancements to
come out of our laboratories in
the next ten or twenty years may

outrun even the most lively- im¬
aginations. Certainly, the oppor¬
tunities for the Investment
Banker and his clients will be

countless."

Real Challenges Facing Us

"Challenging —- this is the ad¬
jective which we must heed. As
Investment Bankers we have a

profound obligation to the people
of this country, and of the world
for that matter, in the years im¬
mediately ahead. I visualize a ti¬
tanic struggle between the forces
that would foster and perpetuate
our local governments and our

right to the well known freedoms

—and those who would turn these
United States into a hugh Federal
omnibus in which the individual
would be reduced to being a num¬
ber in a file. Thus, we who know
the invariable wisdom of balanced

budgets, of stable money and of
sound debt management must be
moved to use every means at our
command—writings, speeches, in¬
terviews, T-V and radio appear¬
ances — to convince the people of
this country, including those in:
high authority, that their standard
of living, the very future of their

, children and grandchildren, even
the freedom of their daily lives
is at stake. This is a real chal¬

lenge to us, each one individually.
*

"Another challenge is this—are
we willing to practice financial
self-restraint? In this battle to
dissuade our people from infla-»
tionary indulgences and placid ac¬

ceptance of ,a slow drift toward
socialism, the worst setback our"

cause could suffer would be a fi¬
nancial "debacle due to malfunc¬

tions of the Investment Banking
machinery. The facilities of our

industry will continue to play a
vital role in financing industrial
and commercial progress— only
the pace will accelerate. Here we
must use discretion. We must not
be tempted by a ready profit to
do financing that will not pass
the test of prudence and logical
conception. Ours is the grave
responsibility to bring searching
good judgment to the represen¬
tations we make to all customers,
but most particularly to those
newcomers who are—for the first

time—experiencing the satisfac¬
tion of becoming security pur¬
chasers. We must—in the interests
of the survival of the free enter¬

prise system—keep our business
conduct at high standards with¬
out exception.
"I am confident the members

of our association will success¬

fully meet these and all other
challenges with courage and
direction. We are more expert,
more alert, better qualified than
ever before. We will have no time

to be frightened."
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New Governors

The incoming Governors elected
by their respective Groups and
who took office at the 1959 Con¬
vention are:

California Group: Alger J.
Jacobs, Crocker-Anglo National
Bank, San Francisco.
Central States. Group: Edde K.

Hays, Dean Witter & Co., Chicago,
and Erwin A. Stuebner, Kidder,
Peabody & Co., Chicago.
Eastern Pennsylvania Group:

Harley L. Rankin, Goldman, Sachs
& Co., Philadelphia.
Mississippi Valley Group:

Jerome F. Tegeler, Dempsey-
Tegeler & Co., St. Louis.
New England Group: Thomas B.

Gannett, Hornblower & Weeks,
Boston. ; < : . • '-
New York Group: W.. Scott

Cluett, Harriman Ripley & Co.,
Inc., New York; Cushman McGee,
R. W. Pressprich & Co., New York,
and Harold H. Sherburne, Bacon,
Whipple & Co., New York.
Pacific Northwest Group: Josef

C. Phillips, Pacific Northwest
Company, Seattle.
•Southeastern Group: LeRoy A.
Wilbur, Stein Bros. & Boyce,
Baltimore.

Southern Group: Alexander
Yearly, IV, The Robinson-Hum¬
phrey Company, Inc., Atlanta.
Texas Group: Robert E.

Moroney, Moroney, Beissner &
Co., Houston.

Group Chairmen

The Group Chairman for 1959-
60 are as follows:

California: Murray Ward, E. F.
Hutton & Company, Los Angeles.
Canadian: N. D. Young, Domin¬

ion Securities Corp. Limited,
Toronto.

Central States: Edward D. Mc-

Grew, The Northern Trust Com¬
pany, Chicago.
Eastern Pennsylvania: George

W. Elkins, Jr., Eljkins, Morris,
Stokes & Co., Philadelphia.

Michigan: Herbert D. Hunter,
Watling, Lerchen & Co., Detroit.
Minnesota: Paul E. Matsche,

Paine, Webber, Jackson & Curtis,
St. Paul.

Mississippi Valley: Clarence F.
Blewer, Blewer, Glynn & Co., St.
Louis. ......

New England: Robert S. Weeks,
Jr., F. S. Moseley & Co., Boston.
New York: Edward Glassmeyer,

Blyth & Co., Inc., New York.
Northern Ohio: Thomas A.

Melody, Merrill, Turbin & Co.,
Inc., Cleveland.
Ohio Valley: Ralph G. Elam,

Sweney, Cartwright & Co., Co¬
lumbus.

Pacific Northwest: William B.

Boone, Dean Witter & Cot, Port¬
land.

Rocky Mountain: Roger D. Fra-
ley, Merrill Lynch, Pierce, Fenner
& Smith, Denver.
Southeastern: Joseph J. Mul-

downey, Scott & Stringfellow,
Richmond.

Southern: John B. Sanford, Jr.,
White, Hattier & Sanford, New
Orleans.

Southwestern: H. I. Josey, H. I.
Josey & Company, Oklahoma
City.
Texas: B. F. Houston, Dallas

Union Securities Co., Inc., Dallas.
Western Pennsylvania: A.

Lowrie, Applegate, Hulme, Apple-
gate & Humphrey, Inc., Pitts¬
burgh.

The Chairmen of the hard¬

working National Committees
have not as yet been designated.
As soon as the Committee selec¬
tions are made they will be pub¬
lished in the "Chronicle."

Speech on Investment Securities
Regulation by Comptroller of

the Currency Examiner

Hollis S. Haggard, Chief Na¬
tional Bank Examiner, Office-of
the Comptroller of the Currency,

spoke before the municipal forum
of the 48th annual convention on

Nov. 29. His subject dealt with
the Investment Securities Regula¬
tion of the Comptroller of the
Currency, particularly with re¬

spect to state and municipal
bonds.

In his talk, Mr. Haggard made
these observations:

"Municipal securities form an

important segment of the . asset
structure of the National Banking
System. On June 10, 1959 the 4,559
national banks had total assets of

$126,254,000,000. Their investment
in obligations of states and politi¬
cal sub-divisions aggregated $9,-
072,000,000, while the investment
in other bonds, notes and deben¬
tures was $1,650,000,000. The
latter figure is estimated to in¬
clude about $1,100,000,000 of
Special Revenue Municipal Au¬
thority obligations.'
"Our basic principle on the sub¬

ject of municipal obligations as
bank investments is credit sound¬
ness and it is equally applicable
to general obligations and Special
Revenue obligations. The fact that
general obligations of any state
or any political sub - division
thereof are exempt from the usual
statutory limitations and restric¬
tions regarding securities invest¬
ments of national banks does not
mean that any. and all such gen¬
eral obligations are suitable bank
investments, Credit soundness in
a portfolio can be maintained only
by the exercise of informed credit
judgment, which entails the
evaluation of all relevant finan¬
cial facts. Informed credit judg¬
ment must be exercised not only
in connection with the purchase
of securities; it must be continued
thereafter through periodic re¬

appraisal. We find no tendency
on the part of bankers to purchase
low-quality—hence illegal—issues;
There is greater danger of failure
to recognize and eliminate issues
in which weaknesses have devel¬

oped subsequent to their acquisi¬
tion. In some of the smaller banks
we find concentrations of such
size in bonds of particular munici¬
palities or political sub-divisions
as to cause concern, although we

recognize the bank has a respon¬

sibility to aid in the financing of
local governmental bodies. In such
cases credit soundness is of para¬
mount importance.

"We, therefore, are increasingly
insistent upon maintenance by the
banks of adequate credit files in
support of all holdings of invest¬
ment securities, including munici¬
pals and special revenues. In this
connection, we recognize that
problems arise in procuring and
maintaining adequate information
in support of smaller issues, but
it is important that these prob¬
lems be resolved te the greatest
extent possible.
"There now appears in the

comptroller's Digest of Opinions,
paragraph 355 dealing with re¬

quired credit information in sup¬

port of municipal obligations. . ..

'With respect to each issue of
investment securities the mini¬
mum information to be maintained
in the banks' files should include

reasonably current financial and
operating statements. Although
the rating services and investment
counsellors play an important part
in the intelligent and informed
acquisition of securities by banks,
management may not under any
circumstances delegate its respon¬

sibility for maintaining a sound
Continued on page 96
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Investment Bankers Ass'n
Holds 48th Ann. Convention
Continued from page 95
investment account to a rating
service or any other individual or
entity. Therefore, it is incumbent
upon management to use all nec¬
essary and available sources of
information to keep informed and
the data obtained should be re¬
tained for ready reference.
"Within the near future, para¬

graph 355 will be revised so as to
give more flexibility and yet re¬
quire adequate information. That
portion of the regulation now
reading 'The minimum informa¬
tion to be retained and analyzed
in support of a proper credit judg¬
ment of municipal obligations is
as follows:' will be revised and in
substance will read:

'The information to be retained

and analyzed in support of proper
credit judgment should be reason¬

ably current and of a nature and
in sufficient detail as to establish

clearly the size and character of
the debts, the present and future by them."

ability to discharge fhe debts, and
the past experience of the munici¬
pality in satisfying its obligations.
Information covering or suggested
by many of the following, though
not necessarily all-inclusive points,
may be necessary to complete a
thorough analysis of the obliga¬
tions of each such issuer. (Here
will follow the same items A to
K as now appear.)
"We know and appreciate that

your Association and its individual
'members are very important fac¬
tors in the procuring and dissemi¬
nation of financial information in
support of all types of investment
securities. We believe that much
of the substantial progress made
by bankers in recent years to
maintain adequately informed po¬
sitions relative to the investment

portfolios of their banks stems in
no small measure from the efforts

of your Association members to

provide and make available basic
credit data on the issues handled
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Education Committee Report

The Annual Report of the Edu¬
cation Committee was delivered
to the Association at its annual

meeting by the Committee's Chair¬
man, Robert O. Shepard of Pres-
cott, Shepard & Co., Inc., Cleve¬
land. The report included educa¬
tional. public relations, and public
education activities of the National
Committee and of the Committee's

Group Educational Committees.
Details of this may be found in
the IBA Educational Bulletin

(Number 13, December,- 1959)
which covered the full review of
the Committee's statement to the
annual convention. ;

The Educational Committee's

paper recapitulated the group
visits and other activities of
President William D. Kerr. Also
it reviewed the following accom¬

plishments: the 1959 Institute of
Investment Banking held at the
University of Pennsylvania,
March 22-27; the programs of the
various Group Education Commit¬
tees in the fields of recruitment,
selection, training, public infor¬
mation and promotion, and special
projects by special committees;
the concentrated four-week sum¬

mer course on Fundamentals of
Investment ^Banking sponsored by
the IBA Education Committee in

cooperation with the School of
Business, Northwestern Univer¬
sity, Aug. 9-Sept. 4, which gradu¬
ated 46 investment banking
trainees; a summary of the IBA
Training Courses, Registered Rep¬
resentative Requirements arid Cor¬
respondent courses.

"

Also the successes and avail¬

ability of the new IBA motion
picture, "The Richest Man in
Babylon"; the achievements of the
IBA's staff members; the new
IBA book. Fundamental of Munic¬
ipal Bonds, prepared by Gordon
L. Calvert, Municipal Director of
the Association, with the editorial
assistance of a special Handbook
Committee, sold for $2 each and
available from the Washington
office; the current status of edu¬
cational television; reports of the
Junior 'Investment Associations;
the ninth annual Forum on Fi¬

nance held last June 15-July 2 at
the Graduate School of Business,
New York University, sponsored
by the Joint Committee on Edu¬
cation representing the American
Securities Industry; the Northern
Ohio Group's tenth annual lecture
series; the Investment Association
of New York's forthcoming book,
Wall Street—20th Century, deal-

'

ing with a "Comprehensive Sur¬
vey of the Financial World"; and
brief notes on educational and

public relations activities.

Elsewhere below is a descrip¬
tion of the "Essay Awards" given
out by the Institute of Invest¬
ment Banking. The Education
Committee membership is as fol¬
lows:

Robert O. Shepard, Chairman,
Prescott, Shepard & Co., Inc.,
Cleveland.

Walter E. Auch, Bache & Co.,
Detroit. .

William O. Apthorp, Tucker,
Anthony & R, L. Day, Boston.
Brace Bennitt, Jr., Piper, Jaf-

fray & Hopwood, Minneapolis.
1 Charles F. Conners, Pohl &
Company, Inc., Cincinnati.
Powhatan M. Conway, The

Bankers Bond Co., Inc., Louisville.
John W. Dayton, Jr., Clark,

Dodge & Co., New York.

Jack O. Doerge, Saunders,
Stiver & Co., Cleveland.
F. Kenneth Easter, Dean Witter

& Co., Seattle.
Norman Farquhar, Alex. Brown

& Sons, Washington.

Gus G. Halliburton, Equitable
Securities Corporation, Nashville.
J. Earle Jardine, Jr., William R.

Staats & Co., Los Angeles.

George S. Kemp, Jr., Abbott,
Proctor & Paine, Richmond.

Newell S. Knight, Mercantile
Trust Company, St. Louis.

William J. Lawlor, Jr., Horn-
blower & Weeks, Chicago.
John Latshaw, E. F. Hutton &

Company, Kansas City.
Edgar J. Loftus, W. E. Hutton &

Co., Philadelphia.
Milton Luce, Jr., Luce, Thomp¬

son & Crowe, Inc., Kansas City.
Luttrell Maclin, Paine, Webber,

Jackson & Curtis, New York.
Robert Mason, Merrill L^nch,

Pierce, Fenner & Smith Incorpo¬
rated, Chicago ? :
W. Carroll Mead, Mead, Miller

& Co., Baltimore.
Bernard J. Nees, Johnston,

Lemon & Co., Washington.
John W. Pancoast, Dewar, Rob¬

ertson & Pancoast, San Antonio.
Gerald P. Peters, Jr., Peters,

Writer & Christensen, Inc., Den¬
ver/ ■ ; /'■/

Eugene M. Reese, Newhard,
Cook & Co., St. Louis.
Dwight W. Robinson, Merrill

Lynch, Pierce, Fenner & Smith,
Incorporated, Pittsburgh.
Ilarold II. Sherburne, Bacon,

Whipple & Co,, New York.

Wendell W. Witter, Dean Witter
& Co., San Franicsco.

Proposed Public Information
Program on Municipals

The following report of Special
Committee of the ^Investment
Bankers Association of America
on the Proposed Public Informa¬
tion Program on Municipal Secu¬
rities, November 1959, was adopted
by the IBA Board of Governors in

Executive Session, Tuesday after-
noon, Dec. 1, 1959.

'

"At the Spring meeting of the
IBA in May of this year the Mu¬
nicipal Securities Committee ap¬
proved a proposal for a broad
public information program on
new issues of municipal securities,
to be financed by a contribution-
of five cents per $1,000 municipal
bond collected by the syndicate
manager on each issue of $500,000
or more. President Kerr sent to
all members of the Board of Gov-:
ernors, a copy of the reported rec-.
ommendations on the proposed
program and a summary of the;
pros and cons regarding the pro¬
posed program. By the time of:
the Board meeting at Santa Bar¬
bara in September, it had become
apparent that there was strong
opposition to certain aspects of the
proposed program and its financ¬
ing, as well as strong support for
the proposed program.

"At the meeting of the Board of
Governors of the IBA at Santa

Barbara, a committee consisting of
Messrs. William M. Adams; Ed¬
ward Glassmeyer;Robert C.John¬
son, William H. Morton; Delmont
K. Pfeffer; Walter H. Steel, and
Chairman Francis A. Cannon, was
appointed to evaluate the proposal
and to attempt to reach an accord
on a public information program
for municipal securities which
would be equally acceptable to
both the proponents and the op¬

ponents of the program as origi¬
nally proposed.
"We are pleased to report that

the following conclusions and rec-
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ommendations are unanimously
submitted by "the members of this
committee.
"At the outset, we recognize the

desirability of broadening the
market for all types of securities,
for education within our industry
and for better public information
on securities. Since the Investment
Bankers Association is the prin¬
cipal national organization for in¬
vestment banking firms under¬

writing and dealing in municipal
securities, we recognize the de¬
sirability of operating within the
IBA any educational or public
information program regarding
municipal securities.
"The committee, after careful

consideration, concluded that the
program as initially proposed was
too ambitious and broad, particu¬
larly in respect to a large budget
for paid industry advertisements;
that the proposed method of fi¬
nancing the program was unac¬
ceptable. This committee proposes
that a public information program
regarding municipal securities
should be focused on education of
the personnel of investment bank¬
ing firms and their clients, by
providing firms with effective
material for public information
and promotional use.

"Accordingly, this Committee
recommends that the IBA under¬
take an education and public
information program on munici¬
pal securities on the following
basis:

"(1) That the program be di-
• rected toward the preparation of
promotional material to be dis¬
tributed to members. Additional
copies for mailing to clients and

- personnel will be available upon
~

request, on a price basis, which
will defray in part the expense of
the Association in the program,
i and in addition, the preparation
of material for education of in-

< vestment banking personnel and
J for public information through
i magazine articles, news stories
(and related media. ■ :
'

"(2) That an additional person
I be employed on the IBA staff to
direct this program, in coopera¬
tion with other members of the

J

staff, the Board of Governors and
the Municipal Securities Commit-

'• tee. ' -

S. "(3) That it be financed entirely
within the IBA budget, without
any increase in dues, on a trial
basis for three years."

Essay Awards—1959 Institute of
Investment Banking

. The manuscript "Inflation and
Stock Prices: Do Common Stocks

Provide Adequate Protection
Against Inflation?" By Raymond
B. Garcia, J. M. Dain & Company,
Incorporated, Minneapolis, in the
1959 Institute of Investment

Banking essay competition was
the All-Institute winning paper
as well as the best paper sub¬
mitted by a registrant of the First
Year Class, f -

< Brace Bennitt, Jr., Piper, Jaf-
'

fray & Hopwood, Minneapolis,
m was adjudged the winner for the
Second Year Class. The title of
his essay: "Estate Planning."
John J. Jackson, Baker, Watts

& Co., Baltimore, submitted an
essay "Country Bank Investment
Policy" which was adjudged the
winning manuscript for the Third
Year Class.
Writers of these winning essays

will receive cash awards as fol¬
lows: Raymond Garcia, $500;
Brace Bennitt, $250; and John
Jackson, $250; They have also
been invited to attend the Annual
Convention of the Association (at
their own or company expense).
Robert O. Shepard, Chairman, In¬
stitute Planning Committee, pre¬
sented the three men to the
delegates at the Convention.
Raymond Garcia, the All-Institute
winner addresed the meeting.

Kt Site and Date of Next Year's
Convention

. The 1960 Convention of the
Association will be held at the

Hollywood Beach Hotel, Holly¬
wood, Florida, Nov. 27 to Dec. 2.

Public Service ;
Electric & Gas Shs.
Placed on Market
Merrill Lynch, Pierce, Fenner &
Smith Incorporated and associates
are offering 800,000 shares of no
par value common stock of Public
Service Electric and Gas Co. at

$36,375 per share.
Proceeds from the sale of these

shares will be added to the gen¬
eral funds of the company and
will be used by it for general

corporate purposes, including pay¬

ment before maturity of $15,000,-
000 of unsecured short-term bank

loans, and including payment of
a portion of the cost of its current
construction program.

The company supplies electric¬
ity and gas to about two-thirds of
the population of the State of New
Jersey (1950 census— 4,835,329).
In the 12 months ended Aug. 31,
1959, the company's operating rev¬
enues aggregated about $361,000,-
000, of which about 66% was

derived from electric operations
and about 34% from gas opera¬
tions. The company's electric and
gas service area, located princi¬
pally between New York City and
Philadelphia, extends generally
from the New York State border
in northeastern New Jersey to
Camden and vicinity in the south¬
western part of the st^te. Heavily
populated territory includes in¬
dustrialized areas such as those in

and around the following cities:
Newark, Jersey City, > Paterson,

Trenton, Camden and Elizabeth.

Indiana General

Publicly Offered
An offering of 50,000 shares of
common stock of Indiana General
Corp. was made Dec. 16 by an

underwriting group headed by
Kuhn, Loeb & Co. and Arnhold &
S. Bleichroeder, Inc. The stock
was priced at $84.50 per share.
The offering does not represent

new financing by Indiana General
arid the company will not receive
any of the proceeds from the sale
of the stock. The shares offered

comprise part of the 208,270 shares
of Indiana General common stock
issued. in exchange for all out¬
standing common stock of General
Ceramics Corp. upon the recent

merger of the latter company into
The Indiana Steel Products Co.
The merger became 'effective on
Nov. 16, 1959, at which time the
new corporate title, Indiana Gen¬
eral Corp., was adopted. The
names Indiana Steel Products Co.
and General Ceramics Co. now

identify operating divisions of
Indiana General.

York & Mavroulis Formed
(Special to The Financial Chronicle) ,

MINNEAPOLIS, Minn.—York &
Mavroulis, Inc. is engaging in a
securities business from offices at
76 South Eighth St.

With L. A. Huey Co.
(Special to The Financial Chronicle)

DENVER, Colo.—Charles G. Lar-
sen has become affiliated with L.
A. Huey Co., First National Bank
Building.

Fast, efficient handling is essential to the economic processing of low-grade Ore. This new conveyor hauls ore out of the Berkeley Pit at the rate of 33 tons a minute.

How new methods yield new treasure

from "the richest hill on earth"

From Anaconda's famous ButteHill in Montana has come

more than three billion dollars of mineral wealth—

copper, zinc, manganese, lead, silver and gold. Its fabu¬
lous output of copper— more than has been produced
by any other district in the world— has given impetus
to hundreds of new products and new jobs, and con¬

tributed to progress in many fields.

The ever-increasing demand for copper is a perpetual
challenge to mining engineers who must devise ways and
means to handle larger quantities of lower grade ores
with ever-higher efficiency. An example of how these
challenges are being met by Anaconda is seen at Berke¬
ley Pit, at the eastern end of "the richest hill on earth"
in Butte. Here, by open-pit methods, Anaconda is obtain¬
ing low-grade copper ores that could not be economi¬
cally mined by conventional underground methods.

These ores occur beneath 250 feet of waste overburden,
two tons of which must be removed for each^ton of ore
recovered. And more than 150 tons of ore must be hauled

and processed to produce a single ton of copper.

Newest advanced facility at Berkeley Pit is the con¬

veyor system shown above. Six separate belt conveyors
provide a flexible flow of ore from the primary crusher
in the Pit to storage and loading bins. The system is now
moving more than 28,000 tons of ore a day, and is de¬
signed to handle substantially larger tonnages.

The new facilities at Berkeley Pit are just a part of the
program in which Anaconda is continually applying more
than 60 years' experience, not only to the development
of new copper sources^ but to meeting the expanding
needs of industry for more and better products in the
entire nonferrous metal field.

S9176B
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Securities Now in Registration
* INDICATES ADDITIONS
*
SINCE PREVIOUS ISSUE

• ITEMS REVISED

Abbott-Warner Co., Inc.
Aug. 12 (letter of notification) 62 500 shares of common
stock (no par). Price—$2.70 per share. Proceeds—To
prepare estimates and to submit bids, as Prjn?e c<^3"
tractor on specialized construction projects. Office 123
Denick Avenue, Youngstown, Ohio. Underwriter —
Strathmore Securities, Inc., 605 Park Building, Pitts¬
burgh 22, Pa. This offering is expected to be refiled.
Admiral Plastics Corp.

Dec. 4 filed 160,000 shares of common stock (par 10
cents), of which 150,000 shares are to be publicly^of¬
fered. Price—To be supplied by amendment. Proceeds—
For general corporate purposes. Office—446 12th Street,
Brooklvn N. Y. Underwriters—Filor, Bullard & Smyth
aad Hardy & Go., both of New York City, who are en¬
titled to purchase for $500 live-year options to acquue
for 75 cents per share the 10,000 shares not accounted for
above. Offering—Expected in January.
Aircraft Dynamics International Corp. (1/15)

Sept. 25 (letter of notification) 100,000 shares of com¬
mon stock (par 10 cents). Price—$3 per share. Proceeds
—For general corporate purposes. Office—229 S. State
Street, Dover, Del. Underwriter—Aviation Investors of
America, Inc., 666 Fifth Avenue, New York 19, N. Y.
Alaska Consolidated Oil Co., Inc.

Sept 17 filed 3,000,000 shares of common, stock (par
five cents). Price—$2.50 per share. Proceeds—For fur¬
ther development and exploration of the oil and gas po¬
tential of the company's Alaska properties. Office—80
Wall Street, New York. Underwriter—C. B. Whitaker
Co., New York. Offering—Expected in about three to
four weeks.

^ All-Alaska Broadcasters, Inc.
Dec. 8 (letter of notification) 1,600 shares of common
stock. Price—At par ($100 per share). Proceeds—For
working capital. Office— Lathrcp Building, Anchorage,
Alaska. Underwriter—None.

Allied Producers Corp.
Dec. 3 filed 1,000,000 shares of common stock. Price—$1
per share. Proceeds—For working capital to be used in
the purchase of oil and gas properties and related forms
of investment. Office—115 Louisiana Street, Little Rock,
Ark. Underwriter—The offering is to be made by John
L. Hedde, President of the issuing company and owner
of 10,000 of its 80,000 presently outstanding shares. Mr.
Hedde will work on a "best efforts" basis, and will re¬
ceive a selling commission of 12 cents per share on
Arkansas sales and 15 cents per share on out-of-state
sales.

Allied Small Business Investment Corp.
Sept. 29 filed 100,000 shares of common stock (par $8).
Price—$11 per share. Proceeds—To be used to provide
equity capital and long-term loans to small business
concerns. Office—Washington, D. C. Underwriter—To
be supplied by amendment.

American Frontier Life Insurance Co.
Nov. 30 filed 200,000 shares of capital stock. Price—$8
per share. Proceeds— To increase capital and surplus.
Office—1455 Union Ave., Memphis, Tenn. Underwriter—
Union Securities Investment Co., also of Memphis, which
will receive a selling commimsmsion of $1.20 per share.
American Gypsum Co.

Dec. 4 filed 518,050 shares of common stock and $1,200,-
000 of 7% first mortgage notes, to be offered in units
consisting of $100 principal amount of notes and 40
shares of stock. Price—$300 per unit. Proceeds—For
general corporate purposes, including construction equip¬
ment, and working capital. Office—323 Third Street,
S. W., Albuquerque, N. Mex. Underwriters—Jack M.
Bass & Co., Nashville, Tenn., and Quinn & Co., Albu¬
querque.

-A-American Hospital Supply Corp. (1/13)
Dec. 11 filed 200,000 shares of common stock. Price—
To be supplied by amendment. Proceeds—For working
capital, construction, and $200,000 for the purchase of
stock in Hoffman Pinther Bosworth, S.A. Office—
2020 Ridge Ave., Evanston, 111. Underwriters—Eastman
Dillon, Union Securities & Co., and Smith, Barney & Co.,
both of New York City.

American Investors Syndicate, Inc.*
June 25 filed 600,000 shares of common stock (par 10
cents), and 200,000 shares of 6% preferred stock (no par
value, $9 stated value), to be offered in units consisting
of 3 shares of common ($1 each) and 1 share of pre¬
ferred ($9). Price—$12 per unit. Proceeds—For con¬
struction and related expenditures. Office—513 Inter¬
national Trade Mart, New Orleans, La. Underwriter—
Lindsay Securities Corp., New Orleans, La. The SEC
had scheduled a hearing, to begin on Sept. 2, which will
determine whether a stop order will be issued suspend¬
ing the offering. No decision has been announced.

it American Land Co.
Dec. 14 filed" 300,000 shares of class A preference stock
($15 par) and 300,000 shares of common stock, to be of¬
fered in units of one share of preference and one share
of common. Price—To be supplied by amendment. Pro¬
ceeds—For property acquisition and development. Of¬
fice—49 E. 53rd Street, New York City. Underwriter—
Hemphill, Noyes & Co.
American Service Life Insurance Co.

Sept. 14 filed 300,000 shares of common stock (par 40<£).
Price—$3.50 per share. Proceeds—For general corporate
purposes, including, possibly, the acquisition of simi¬
larly engaged companies. Office — 113 Northeast 23rd
Street, Oklahoma City, Okla. Underwriter — First In¬
vestment Planning Co., Washington, D. C.

American Yachting Systems, Inc.
Oct. 30 (letter of notification) 100,000 shares of common
stock (par 10 cents). Price—$3 per share. Proceeds—
For general corporate purposes. Office—Roslyn, N. Y.
Underwriter—Hilton Securities Inc., formerly Chauncey,
Walden, Harris & Freed, Inc., 580 Fifth Avenue, New
York, N. Y. Offering—Expected any day.
Aneiex Corp.

Nov. 18 filed $2,250,000 of subordinated debentures, due
Dec. 1, 1974, with warrants attached to purchase 45,000
shares of common stock (par $1) and (2) DO,000 shares
of common stock (par $1). The debentures and stock
are to be offered in units consisting 'of $50 principal
amount of debentures (with attached warrant to pur¬
chase one share of common stock) and two shares of
common stock. Price—To be supplied by amendment.
Proceeds—To pay off $400,000 of serial notes plus ac¬
crued interest thereon; approximately $220,000 will be
used to redeem and pay accumulated dividends on the
company's outstanding 2,000 shares of cumulative pre¬
ferred stock; approximately $143,000 will be used to pay
a promissory note to Anderson-Nichols & Co.; approxi¬
mately $800,000 will be used for machinery and equip¬
ment; and the balance will be used for general corpor¬
ate purposes, including additional working capital. Office
—150 Causeway St., Boston, Mass. Underwriter—Putnam
& Co., Hartford, Conn. Offering—Expected in January.

Anodyne, Inc., Bayside, L. I., N. Y.
Sept. 9 (letter of notification) 150,000 shares of common
stock (par one cent). Price—$2 per share. Proceeds—For
expansion and general corporate purposes. Underwriter
—Ross, Lyon & Co., Inc., New York, N. Y. Offering-
Expected in January.

Anthony Powercraft
Sept. 8 (letter of notification) 241,200 shares of 5% cu¬
mulative convertible preferred stock to be offered for
subscription, by common stockholders at the rate of two
preferred shares for each three shares of common stock
held. Price—At par ($1 per share). Proceeds—To pur¬
chase inventory, new tools, construction and for working
capital. Office—5871 E. Firestone Boulevard,. Sodth
Gate, Calif. Underwriter—None.

Apache Properties, Inc.
Nov. 20 filed 500,000 shares of common stock (par $1)
to be offered in exchange for undivided interests in gas
and oil leaseholds located in certain counties in Okla¬
homa. Price—$10 per share. Office—523 Marquette Ave.
Minneapolis, Minn. Underwriter—None.

Arkay International, Inc.
Nov. 18 (letter of notification) 100,000 shares of com¬
mon stock (par 10 cents). Price—$3 per share. Proceeds
—For general corporate purposes. Office—8806 Van
Wyck Expressway, Richmond Hill, N. Y. Underwriter—
A. D. Gilhart & Co., Inc., New York, N. Y. Offering—
Expected in December.

Associations Investment Fund
Aug. 28 filed 400,000 shares of common stock. Price-
To be supplied by amendment. Proceeds—For invest¬
ment in common stocks. Office—301 W. 11th Street,
Kansas City, Mo. Underwriter—Jones Plans, Inc., a sub¬
sidiary of R. B. Jones & Sons, Inc.
• Australian Grazing & Pastoral Co., Ltd.
Jan. 13 filed 4,000,000 shares of common stock. Price—
At par (56% cents per share). Proceeds—To purchase
cattle; for improvements; to buy additional ranch in
Queensland, Australia; and for other corporate purposes
Office— 1301 Avenue L, Cisco, Texas. Underwriter —
None. Robert Kamon is President. The statement has
been withdrawn.

* Ball, Pablo & Co.
Dec. 1 (letter of notification) 40,000 shares of common
stock (par $1). Price*—$7.50 per share. Proceeds—For
working capital. Office—1000 Connecticut Ave., N. W.,
Washington, D. C. Underwriter—None.
Bankers Management Corp.

Sept. 10 (letter of notification) 300,000 shares of common
stock (par 25 cents). Price—$1 per share. Proceeds—
For working capital. Office—1404 Main Street, Houston
2, Texas, Underwriter—Daggett Securities, Inc., Newark,
N. J.

Bargain Centers, Inc.
Dec. 2 (letter of notification) 120,000 shares of common
stock (par $10 cents). Price—$2.50 per share. Proceeds—
To remodel store and offices in warehouse, opening a
new store and for working capital. Office—31-37 Favette
Street, Martinsville, Va. Underwriters—Frank P. Hunt &
Co., Inc., Rochester, N. Y., and First City Securities, Inc.,
New York, N. Y.

Benson Manufacturing Co., Kansas Citv, Mo.
Nov. 25 filed $2,000,000 of 6% convertible subordinated
debentures due 1971 and 130,000 shares of common stock.
Price—To be supplied by amendment. Proceeds—For
additional manufacturing eauipment, acquisition of prop¬
erty and retirement of a $500,000 bank lohn. Business—
In addition to its aluminum operations the company
fabricates magnesium, stainless steel and titanium. As
a leading subcontractor it serves the major missile,
rocket and aircraft companies through its missile con¬

tainer division. Underwriter—S. D. Fuller & Co., New
York. Offering—Expected in the early part of January,
1960. /

Blanch-Ette, Inc. ->

Oct. 12 filed 400,000 shares of common stock, to be
offered initially to independent dealers who handle the
company's products, with the unsubscribed shares to be
offered to the public. Price—$1 per share. Proceeds—

To establish new dealerships, increase inventories, and
provide funds for advertising and increase working
capital. Office—10232 South Kedzie Ave.. Chicago, 111.
Underwriter—None.

• Boothe Leasing Corp. * .

Dec. 2 filed 40,296 shares of common stock to be offered
to holders of the outstanding common on the basis -of
one new share for each eight shares held. Price—To be
supplied by amendment. Proceeds—For general corpo¬
rate purposes, including the acquisition of additional
equipment whicfy the company intends to lease to various
businesses. Office—315 Montgomery Street, San Fran¬
cisco, Calif. Underwriters—Wertheim & Co., New York
City, and J. Barth & Co., San Francisco. Offering—Ex¬
pected in January. 1- - :7 . .

Border Steel Rolling Mills, Inc.
Sept. 14 filed $2,100,000 of 15-year 6% subordinated
sinking fund debentures, due Oct, 1, 1974. and 210,000
shares of common stock ($2.50 par), to be offered >in
units of $50 principal amount of debentures and five
shares of common stock. Price — To be supplied by
amendment. Proceeds—For the purchase of land and
construction thereon, and for the manufacture and in¬
stallation of necessary equipment. Office—1609 Texas
Street, El Paso, Texas. Underwriters—First Southwest
Co., Dallas, Texas, and Harold S. Stewart & Co., El Paso,
Texas,

Border Steel Rolling Mills, Inc.
Sept. 14 filed 226,380 shares of common stock, to be of¬
fered for subscription to stockholders of record Aug. 31,
1959, on the basis of 49 new shares for each share then
held. Price—To be supplied by amendment. Proceeds—
For general corporate purposes. Office —1609 Texas
Street, El Paso, Texas. Underwriter—None. .

• Bowmar Instrument Corp. (12/21)
Nov. JO filed 78,000 shares of common stock (no par),
of which 45,000 shares will be offered for the company's
account and 33,000 shares will be offered for the account
of several selling stockholders. Price—To be supplied
by amendment. Proceeds—For working capital. Office
—8000 Bluffton Road, Ft. Wayne, Ind. Underwriter-—
Paine, Webber, Jackson & Curtis, New York.
Burch Oil Co.

Sept. 25 (letter of notification) 120,000 shares of class A
common stock (par five cents). Price—$2.50 per share.
Proceeds—For building and equipping stations and truck
stop and additional working capital. Office—C/o Gar¬
land D. Burch, at 707 Grattan Road, Martinsville, Va.
Underwriter—Maryland Securities Co., Inc.. Old Town
Bank Building, Baltimore 2,"Md.' v
• Cadre Industries Corp.
Sep*. 25 filed 17,532 shares of common stock (par $5),
to be offered to holders of such stock on the basis of
one new share for each 8 shares held. In connection
with this rights offering, four company officials will offer
for sale on Dec. 23 any or all.of their rights to subscribe
to 7,488 shares. Price—$64 per share. Proceeds—For
general corporate purposes, including working capital.
Office—20 Valley St., Endwell, N. Y. Underwriter-
None.

California Metals Corp.
July 27 filed 2,500,000 shares of common stock. Price—
At par (20 cents per share). Proceeds—For construction
of a pilot plant; for measuring ore; for assaying; and for
general corporate purposes. Office—3955 South State St.,Salt Lake City, Utah. Underwriter—Cromer Brokerage
Co., Inc., Salt Lake City. .

California Mutual Co-Ply, Inc.
Sept. 14 filed 140 shares of voting common stock. Price
—At par ($5,000 per share). Proceeds—To purchase the
mill and related facilities of Durable Plywood Co. for
$690,000, with the balance to be used for working capi¬
tal. Office—Calpella; Calif. Underwriter—The offering
is to be made by Ramond Benjamin Robbins, one of the
nine promoters, the list of which also includes Harry
Ernest Holt, of. Eureka, Calif., President of the company.
Cardinal Petroleum Co. (12/21)

Nov. 30 filed 200,000 shares of common capital stock.
Price—$4 per share. Proceeds—For general corporate
purposes including debt reduction, drilling and work¬
ing capital. Office—420 No. 4th St., Bismarck, North
Dakota. Underwriter—J. M. Dain & Co., Inc. Minne¬
apolis, Minn.

Cascade Pools Corp.
Nov. 30 (letter of notification) 100,000 shares of common
stock (par 10 cents). Price—$1 per share. Proceeds—For
general corporate purposes. Office—River & Wood Sts.,
Butler, N. J. Underwriter—R. A. Holman & Co Inc.,
New York, N. Y. . ' '
it Central ESectric & Gas Co.
Dec. 11 filed $3,000,000 of convertible subordinated
debentures, due Jan. 15, 1975. Price—To be supplied by
amendment. Proceeds—For construction expenses of the
issuer an^ its subsidiaries. Office—144 So. 12th Stree+,
Lincoln, Nebr. Underwriters— Paine, Webber Jackson
& Curtis and Stone & Webster Securities Corp'., both of
New York City.

Citadel Life Insurance Co. of New York
Nov. 10 filed 60,000 shares of common stock (par $10).
Price—$20 per share. Proceeds—For working capital.
Office—150 Broadway, New York City. Underwriter—
The stock will be sold through the efforts of the officers
and directors of the company, principally Moshe B.
Pomrock, President. -
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* C. I. T. Financial Corp.
Dec. 10 filed S75,000.000 of debentures due Jan. 15, 1980.
Price—To be supplied by amendment. Proceeds—For

working capital for the issuer and its subsidiaries. Office
—650 Madison Ave., New York City. Underwriters—
Dillon, Read & Co., Inc.: Kuhn, Loeb & Co., and Lehman
Brothers, all of New York.
• Citizens Casualty Co. of New York
Nov. 9 filed 250,000 shares of class A common stock

(par $2). Price—To be supplied by amendment. Pro¬
ceeds—To be invested in income-producing securities.
Office—33 Maiden Lane, New York City. Underwriter—
Lee Higginson Corp. Offering—Expected in January. „

i• Clary Corp.: / \
t •

Nov. 13 (letter of notification) 45,283 shares of common
stock ; (par SI) being offered for. subscription by stock¬
holders on* the basis of one new share for each 21 shares

held (with an oversubscription privilege):. Rights dates
are Dec. 7-21. Price—At-the-market. Proceeds—Not

to exceed $300,000, which will be used for working cap¬
ital. Office—408 Junipero St., San Gabriel, Calif. Un¬
derwriter—None.

'

Coastal Chemical Corp. ^
•Dec. 7 filed 111,729 shares of class A common and 70,000
shares of class C common, of which 50,000 class C shares
are to be offered for the account of Miss. Chemical Corp.,
-selling stockholder, with the remainder of the offering
to be sold for the account of the issuing company. Price
—For the class A stock: $30 per share; for the class C
stock: $25 per "share: Proceeds—For working capital,

< construction, and repayment of loans. Office—Yazoo
City, Miss. Underwriter—The offering is to be made

. through Coastal employees with Miss. Chemical under¬
writing on a "best efforts" basis, receiving a selling
commission of 33 cents a share.

Columbian Financial Development Co.
Aug. 14 filed $1,000,000 of Plans for Investment in
Shares in American Industry, of which $500,000 was for
Single Payment Investment Plans and $500,000 for Sys¬
tematic Investment Plans and Systematic Investment

; Plans With Insurance. Office—15 East 40th Street, New
York. Underwriter — None. Offering— Expected some
time after Jan. 1, 1960.

Combined Electronics, Inc.
Oct. 30 filed 800,000 shares of common stock (par $1).
Price—$2.50 per share. Proceeds—For general corporate
purposes, inclding expansion, new product development,
and working capital. Office—135 S. La Salle Street, Chi¬
cago, 111. Underwriter—David Johnson & Associates,
Inc., Indianapolis, Ind., on a "best efforts" basis.

Commerce Drug Co.
Nov. 30 filed 90,000 shares of common stock. Price—$6.50
per share. Proceeds—To selling stockholders. Office—
505 Court St., Brooklyn, N. Y. Underwriter—Marron,
Edens, Sloss & Co. Offering—Expected in January.

Commerce Oil Refining Corp
Dec. 16, 1957 filed $25,000,000 of first mortgage bonds due
Sept. 1, 1968, $20,000,000 of subordinated debentures due
Oct.* 1, 1968 and 3,000,000 shares of common stock to be
offered in units as follows: $1,000 of bonds and 48 shares

r of stock and $100 of debentures and nine shares of stock.
Price—To be supplied by amendment. Proceeds — To
construct refinery. Underwriter—Lehman Brothers, New

< York. Offering—Indefinite.
; -k Commercial Credit Co.
Dec. 11 filed $50,000,000 of notes due Jan. 1, 1980. Price
—To be supplied by amendment. Proceeds—For work-

, ing capital. Office—300 St. Paul Place, Baltimore, Md.
Underwriters—The First Boston Corp. and Kidder, Pea-
body & Co., both of New York City. Offering—Expected
in January.

Commercial Metals Co.
Nov. 25 filed 100,000 shares of outstanding common stock
(par $5). Price—To be supplied by amendment. Pro¬
ceeds—To selling stockholders.' Office—512 South Akard
St., Dallas, Tex. Underwriter—Eppler, Guerin & Turner,
Inc. Offering—Expected in the first couple of weeks in
January.
'• Consolidated Development Corp.
Aug. 28 filed 448,000 shares of common stock (par 20c),
of which 1198,000 shares are to be offered to holders of
the issuing company's 6% convertible debentures, and
100,000 shares are to be offered to the underwriter, with
the remaining 150,000 shares, in addition to those shares
described above not subscribed for by the debenture
holders and the underwriter, respectively, to be pub¬
licly offered. Price—For the shares to be offered to the
•debenture holders, 75c per share, which is equal to the
; price at which the debentures are convertible into com¬
mon stock; for the shares to be offered to the under¬
writer, $1 per share; for the shares to be offered to the
public, the price will be related to the current price of
the outstanding shares on the American Stock Exchange
at the time of the offering. Proceeds—For general cor¬
porate purposes. Note— This company was formerly
•known as Consolidated Cuban Petroleum Corp., which
was a Delaware corporation with Havana offices. Its
charter was amended last June, changing the corporate
name and sanctioning its entry into real estate opera¬
tions. The SEC announced a "stop order" on Dec. 10,
challenging the registration statement, and the corpora¬
tion told this newspaper they planned to re-register.
Office—Miami Beach, Fla. Underwriter—H. Kook & Co.,
Inc., New York.

'

Consolidated Development Corp., Pompano
Beach, Fla.

Nov. 24 filed 140,000 shares of common stock (par $1)
Price—$5 per share. Proceeds—To pay outstanding notes
and for working capital. Underwriter—Consolidated Se¬
curities Corp., of Pompano Beach, Fla., on a best efforts
basis. Note—Nick P. Christos is President of the issuing
company and a director of the underwriting corporation.

Consumers Cooperative Association
Nov. 3 filed $9,000,000 of 5J/2% 25-year subordinated
certificates of indebtedness and 120,000 shares of pre¬
ferred stock (par $25). Price—The certificates are to be
offered in units of $100; the preferred stock is to be sold
at $25 per share. Proceeds—To be added to general funds
of the association and be used for retiring maturing cer¬
tificates of indebtedness and for capital expenditures.
Office—Kansas City, Mo. Underwriter—None.

Continental Reserve Co.
Nov. 13 (letter of notification) 300,000 shares of common
stock (par 30 cents). Price—$1 per share. Proceeds—To
invest in the common stock of its proposed subsidiary,
Continental Reserve Life Insurance Co. Office—914-916
Kearns Bldg., Salt Lake City, Utah. Underwriter—Co¬
lumbine Securities Corp., Denver, Colo.

it Controls Co. of America
Dec. 16 filed 110,400 shares of common stock. Tnis filing
took place in order to permit present shareholders of
Electrosnap Corp., which is to be merged into the is¬
suing company on Dec. 31, to redistribute their Control

"

shares on the NYSE or Midwest Exchange. Office—
Schiller Park, 111.

Cooperative Grange League Federation
Exchange, Inc.

Dec.4 filed $250,000 of 4% subordinated debentures, 10,-
000 shares of 4% cumulative preferred stock, and 200,000
shares of common stock. The common shares may be of¬
fered only to present or prospective members of the Co¬
operative. Prires—For the debentures, 100% of principal
amount; for the preferred, $100 per share; for the com-

NEW ISSUE CALENDAR
December 18 (Friday)

Dyna-Therm Chemical Corp... Common
| (Peter Morgan & Co.) $600,000

Micronaire Electro Medical Products Corp. Com.
-

. (General Investing Corp.) 200,000 shares

Micronaire Electro Medical Products Corp.___Wts.
(General Investing Corp.) 50.000 warrants

Mohawk Business Machines Corp Common
(Myron A. Lomasney & Co.) 30,000 shares

Mohawk Business Machines Corp .Debentures
(Myron A Lomasney & Co.) $6Q.0,000

Tobin Craft, Inc Common
• (General Investing Corp.) $150,000

December 21 (Monday)
Bowmar Instrument Corp Common

, (Paine, Webber, Jackson & Curtis) 78,000 shares

Cardinal Petroleum Co.. Common
(J. M. Dain & Co., Inc.) $800,000

Formula 409, Inc Common
(DiRoma, Alexik & Co.) $450,000

Palomar Mortgage Co.__._ Common
(J. A. Hogle & Co.) 80,000 shares

Palomar Mortgage Co Debentures
(J. A. Hogle & CO.) $750,000

Perrine Industries, Inc Debentures
(8. D. Fuller & Co.) $1,500,000

'

December 23 (Wednesday)
Old Empire, Inc Common

, _,• (Laird, Bissell & Meeds) $300,000

December 29 (Tuesday)
Florida Tile Industries, Inc Common

(Johnson, Lane, Space Corp.) 89,285 shares

January 4 (Monday)

General Public Utilities Corp —Common
(Offering to stockholders—No underwriting) 1,115,000 shares

January 6 (Wednesday)
TelePrompter Corp. Common

(Bear, Stearns & Co.) 125,000 shares '

January 7 (Thursday)
Washington Water Power Co.. Bonds
(Kidder, Peabody & Co.: Blyth & Co., Inc.: White, Weld & Co.

and Dean Witter & Co.) $10,000,000

Washington Water Power Co,—_— Debentures
(Kidder, Peabody & Co.; Blyth & Co., Inc.; White, Weld & Co.

and Dean Witter & Co.) $5,000,000

January (12 (Tuesday)
Jessop Steel Co. Debentures

(Hornblower & Weeks) $3,000,000

Northern Illinois Gas Co... Preferred
(First Boston Corp. and Glore, Forgan & Co.) $15,000,000

January 13 (Wednesday)
American Hospital Supply Corp., Common

(Eastman Dillon, Union Securities & Co. and
Smith, Barney & Co.) 200,000 shares

January 15 (Friday)

Aircraft Dynamics International Corp Common
(Aviation Investors of America, Inc.) $300,000

January 19 (Tuesday)
Kansas Gas & Electric Co Common

(Bids io be invited) 200,000 shares

Louisiana Gas Service Co Bonds
(Bids to be invited)

February 23 (Tuesday)
Duquesne Light Co Debentures

(Bids 11 a.m. EST) $20,000,000

mon, $5 per share. Proceeds—For general corporate pur¬
poses, including future redemptions of outstanding secu¬
rities and property additions and improvements. Office
—Terrace Hill, Ithaca^ N. Y.; Underwriter—None.

Cooper Tire & Rubber Co.
Dec. 1 filed 100,000 shares of common stock. Price—To
be supplied by amendment. Proceeds—For general cor¬
porate purposes. Office — Lima & Western Avenues,
Findlay, Ohio. Underwriters—Paine, Webber, Jackson &
Curtis, Boston, Mass., and Prescott, Shepard & Co., Inc.,
Cleveland, O. Offering—Expected in January.
. Coraloc Industries, Inc.
Oct. 30- (letter of notification) 5,450 shares of common
stock (par $5) and 27,250 shares of preferred stock (par
$10) to be offered in units of five shares of preferred
and one share of common. Price—$55 per unit. Proceeds
—For engineering and technical costs, sales, services, etc.

„ Business—Manufactures swimming pools. Office—494
S. San Vicente Boulevard, Los Angeles 43, Calif.
Underwriter—Edward Lewis Co., Inc., New York. N. Y.
Offering—Expected in two to three weeks (subject to
SEC clearance).
Cornbelt Insurance Co., Freeport, III.

Sept. 29 filed 200,000 shares of common stock to be
offered for subscription by common stockholders of
record Sept. 15, 1959, at the rate of four new shares
for each 10 shares then held. Unsubscribed shares may
be offered publicly. Price—$4 per share. Proceeds—
To increase capital and surplus. Underwriter—None,
but brokers and dealers who join in the distribution will
receive commission of 40 cents per share.
Cornbelt Life Co.

Sept. 29 filed 100,000 shares of common stock, to be of¬
fered to stockholders of record Sept. 15 on the basis of
one share for each share then held. Price—$4.50 per
share. Proceeds—To be credited to stated capital and
paid-in surplus. Office—12 North Galena Avenue, Free-
port, 111. Underwriter—None.
Crest Investment Trust, Inc.

Nov. 30 filed 1,172 shares of type A and 7,400 shares of
type B common stock, together with $42,500 of 6% de¬
benture notes. Price—$110 per share of stock; the notes
will be offered in units of $500. Proceeds—For expan¬
sion. Office—41 W. Preston St., Baltimore, Md.

Crown Aluminum Industries Corp.
Nov. 30 filed $1,500,000 of 17-year, 7%% debentures,
due Jan. 15, 1977, and 180,000 shares of common stock,
to be offered in units of $100 of debentures and 12 shares
of stock. Price—$160 per unit; and $6.50 per share for
an additional 100,000 shares included in the registration
statement and not covered above. Proceeds—For gen¬
eral corporate purposes, including 1,200,000 for install¬
ing and equipping a hot rolling mill. Office—202 Rey¬
nolds Arcade Bldg., Rochester, N. Y. Underwriter-
Adams & Peck, New York City. Offering—Expected in
January.

^ Crown Central Petroleum Corp.
Nov. 25 (letter of notification) an undetermined number
of shares of common stock (par $5) to be offered to em¬

ployees through payroll deductions pursuant to 1960
Crown Central Employees' Savings Plan. Plan—At-the-
market. Proceeds—For the purchase of stock. Office—
American Bldg., Baltimore 2, Md. Underwriter— None
Crusader Oil & Gas Corp., Pass Christian, Miss.

May 26 filed 1,500,000 shares of common stock, of which
641,613 shares will be offered on a one-for-one basis to
stockholders. The remaining 858,387 shares will be of¬
fered publicly by the underwriter on a "best efforts"
basis. Price—To be supplied by amendment. Proceeds—
For repayment of notes and for working capital. Under¬
writer—To be supplied by amendment.

^ Curley Co., Inc.
Dec. 8 (letter of notification) $250,000 of 6 year 7%
subordinated convertible debentures due Jan. 1, 1966.
Price—At face amount. The debentures are convertible
into common stock at the rate of one $500 debenture into
50 shares of stock until Jan. 1, 1961; 45 shares until Jan. 1,
1962; 40 shares, Jan. 1, 1963; 35 shares, Jan. 1, 1964;
30 shares, Jan. 1, 1965, and 25 shares thereafter. Proceeds
—For working capital. Office—1432 N. Randolph St.,
Philadelphia, Pa. Underwriter—None.

it Daryl Industries, Inc.
Dec. 15 filed 225,000 shares of common slock, of which
130,000 shares are to be offered for the account of the
issuing company and 95,000 shares representing outstand¬
ing stock, are to be offered for the account of the
present holders thereof. Price—$5 per share. Proceeds—
For general corporate purposes. Office—7240 N. E. 4th
Street, Miami, Fla. Underwriter— Clayton Securities
Corp., Boston, Mass.

Davega Stores Corp.
Nov. 25 filed 88,000 shares of common stock to be of¬
fered to present stockholders at the rate of one new
share for each three shares held. Price— $7 per share.
Proceeds— For expansion and other corporate purposes.
Office—215 4th Ave., New York City, Underwriter—
None.

it Davidson Automatic Merchandising Co., Inc.
Dec. 15 filed 120,000 shares of common stock. Price—To
be supplied by amendment. Proceeds — To pay bank
loan, with the balance to general funds for expansion
and acquisitions. Office — Los Angeles, Calif. Under¬
writers — White, Weld & Co., New York City, and
Cruttenden, Podesta & Co., of Chicago.
• Dayton Aviation Radio & Equipment Corp.
Sept. 28 filed 201,050 shares of common stock, of which
190,871 shares are being offered to holders of outstand¬
ing stock of record Nov. 20 on the basis of one new
share for each four shares then held. Rights expire
Dec. 23. Price—$1.50 per share. Proceeds—To finance
... Continued on page 100
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government contracts, reduce accounts payable, and in¬
crease working capital. Office—South Dixie Highway,
Troy, Ohio.

Delaware Securities Corfi.
Nov. 13 filed 700,000 shares oi common stock (par one
cent). Price—$5 per share. Proceeds—For working cap¬
ital. Office—50 Broadway, New York. Underwriter—
None.

Deluxe Aluminum Products, Inc.
Oct. 15 filed $330,000 of convertible debentures, and 70,-
000 shares of common stock. Price—For the debentures,
100% of principal amount; for the stock, $5 per share.
Proceeds—From 10,000 shares of the common stock, to
the present holders thereof; from the rest of the offer¬
ing, to the company to be <jused for expansion and as
working capital. Office—6810 S. W. 81st St., Miami, Fla.

Denab Laboratories, Inc. . ,n.n.

July 31 filed 50,000 shares of common stock (par $2.50),
Price—$10 per share. Proceeds—For general corporate
purposes, including salaries, cars, promotion, inventory,
the establishment of branch offices, expenses incidental
to obtaining permission to do business in other states,
and the establishment of a contingency reserve. Office
—1420 East 18th Avenue, Denver, Colo. Underwriter—
None.

it District Wholesale Drug Corp. of Washington
Dec. 7 (letter of notification) 10,000 shares of class B
common stock (no par). Price—$5 per share. Proceeds—
For working capital. Office— 52 "O" St., N.W., Wash¬
ington 1, D. C. Underwriter—None.
Diversified Communities, Inc.

Sept. 25 filed 367,200 shares of common stock (par $1).
Price—To be supplied by amendment. Proceeds—For ac¬
quisition of Hope Homes, Inc., Browntown Water Co. and
Cantor & Goldman Builders, Inc., with the balance to
be used as working capital. Office—29A Sayre Woods
Shopping Center, Madison Township, P.O. Parlin, N. J.
Underwriter—Lee Higginson Corp., New York.

Don IVIott Associates, Inc.
Oct. 27 filed 161,750 shares of class B, non-voting, com¬
mon stock (par $5). Price—$10 per share. Proceeds—
For general corporate purposes, including payment on
a building and the financing of loans. Office—Orlando,
Fla. Underwriter—Lecn H. Sullivan, Inc., Philadelphia,
Pa., on a "best efforts" basis. Offering—Expected shortly.
• Dyna-Therm Chemical Corp. (12/18)
Oct. 28 filed 200,000 shares of capital stock (par $1).
Price—$3 per share. Proceeds—To purchase stock of
subsidiaries, for payment of loans, and for working cao-
ital. Office— Culver City, Calif. Underwriter— Peter
Morgan & Co., New York City.

Ekco Products Co.
Dec. 4 filed 21,609 shares of second cumulative preferred
stock, 6% series, and 54,064 shares of common stock, to
be offered in exchange for the common stock of Wash¬
ington Steel Products, Inc., on the basis of one-half share
of common and one-fifth of a share of preferred for each
common share of Washington Steel. Office—-1949 North
Cicero Avenue, Chicago, 111.

E. H. P. Corp.
Aug. 31 filed 160,000 shares of capital stock (par 10c),
of which 100,000 shares are to be publicly offered. Price
—$2.50 per share. Proceeds — To provide funds for the
purchase of vending machines which will be used to
distribute automobile breakdown insurance policies on
thruways, parkways and highways in the amount of $25
of such breakdown insurance for the purchase price of
25 cents, and for a public relations and publicity pro¬
gram. Office—Hotel Troy Building, Troy, New York.
Underwriter—John R. Boland & Co., Inc., New York.
Offering—Expected in two to three weeks' time (subject
to SEC approval).

ESA Mutual Fund, Inc.
June 29 filed 2,000,000 shares of capital stock. Price—To
be supplied by amendment. Proceeds—For investment.
Investment Adviser—Yates, Heitner & Woods, St. Louis,
Mo. Underwriter—ESA Distributors, Inc., Washington,
D. C. Office—1028 Connecticut Avenue, N. W., Wash¬
ington, D. C.
• Electronics Development, Inc.
Sept. 25 filed 115,459 shares of common stock (par 10c).
Price—$3.50 per share. Proceeds—For plant erection, ad¬
vertising, research and development, and working
capital. Office — Gill and West College Streets, State
College, Pa. Underwriter—First Broad Street Corp., 50
Broad St., New York, The statement has been with¬
drawn.

Fastline, Inc.
Nov. 6 (letter of notification) 100,000 shares of common
stock (par 10 cents). Price—$3 per share. Proceeds—
For general corporate purposes. Office—8 Washington
Place, New York, N. Y. Underwriter—Mortimer B.
Burnside & Co., Inc., New York, N. Y. Offering—Ex¬
pected any day.
First Northern-Olive Investment Co.

Aug 17 filed 20 partnership interests in the partnership.
Similar filings were made on behalf of other Northern-
Olive companies, numbered "second" through "eighth."
Price—$10,084 to $10,698 per unit. Proceeds—To purchase
land in Arizona. Office—1802 North Central Ave., Phoe¬
nix, Ariz. Underwriter—O'Malley Securities Co.. Phoe¬
nix. Statement effective Oct. 9.

• Florida Tile Industries, Inc. (12/29)
Nov. 12 Hied 89,285 shares of class A common stock (par
$1). Price—To be supplied by amendment. Proceeds—
It is expected that about $437,500 will be used for addi¬
tional working capital and/or general corporate purposes,
of which $250,000 may be expended for additional facil¬
ities, and that about $87,500 will be used to retire^short-

term bank loans. Oflice—Lakeland, Fla. Underwriter
—Johnson, Lang* Space Corp., Atlanta, Go..
• Formula 409, Inc. (12/21-24)
Oct. 29 filed 300,000 shares of common stock (no par).
Price—$1.50 per share. Proceeds—For advertising, re¬
duction of indebtedness, bottling equipment, payment of
$44,000 for acquisition of formula 409, a liquid degreaser,
and office equipment. Office—10 Central Street, West
Springfield, Mass. Underwriter—DiRoma, Alexik & Co.,
Springfield, Mass.
Garden Land Co., Ltd.

Nov. 9 filed 200,000 shares of common stock (par $1).
Price— To be supplied by amendment. Proceeds— For
land conversion and improvement in California, with
the balance to be added to working capital. Office—

17315 Sunset Boulevard, Pacific Palisades, Calif. Under¬
writer—Hill, Darlington & Co., New York City. Offer¬
ing—Expected later this month.

Gas Hills Uranium Co.
Oct. 28 filed 6,511,762 shares of common stock, of which
3,990,161 are to be offered for sale. The remaining 2,-
521,601 shares are owned or underlie options owned by
officers and/or directors, affiliates, and associates of the
issuing company. Of the shares to be sold, 415,000 shares
are to be offered to holders of the outstanding common
at the rate of one new share for each 20 shares held;
500,000 shares are to be offered in exchange for proper¬
ties and services; 326,833 shares are to be offered to cer¬
tain holders of the company's convertible promissory
notes; and 2,748,278 shares are to be offered for the ac¬
count of selling stockholders, of which number 655,500
shares represent holdings of management officials and
affiliated persons. Price—To be supplied by amendment.
Proceeds—For general corporate purposes, including the
repayment of indebtedness. Office— 604 South 18th
Street, Laramie, Wyo. Underwriter—None.

Gence & Associates, Inc.
Nov. 13 (letter of notification) 100,000 shares of common
stock (no par). Price—$3 per share. Proceeds—To pay
an outstanding obligation and for working capital. Office
—1500 E. Colorado St., Glendale, Calif. Underwriter-
California Investors, Los Angeles, Calif. . *

it General Aluminum Fabricators, Inc.
Dec. 15 filed 75,000 shares of common stock, each share
bearing a warrant entitling the purchaser to buy one
share of common at $4 until Jan. 30, 1961. Price—$4 per
share. To reduce indebtedness, with the balance for
working capital. Office—275 East 10th Avenue, Hialeah,
Fla. Underwriter—Charles Plohn & Co., of New York
City, on a "best efforts" basis. Offering—Expected in
January.

General Coil Products Corp.
Oct. 29 (letter of notification) 99,000 shares of common
stock (par 10 cents). Price—$3 per share. Proceeds—For
automation of operations; working capital; additional
equipment and machinery and research and develop¬
ment. Office—147-12 Liberty Ave., Jamaica, N. Y. Un¬
derwriter—A. T. Brod & Co., New York and Washington,
D. C. Offering—Expected in two weeks (subject to
Securities and Exchange Commission clearance).. -

General Electronic Laboratories, Inc.
Nov. 20 (letter of notification) an undetermined number
of shares of class A common stock (par 33% cents)
amounting to approximately $300,000 to be offered to
officers, directors and employees of the company. Pro¬
ceeds—For general corporate purposes, including machin¬
ery, equipment and working capital. Office—195 Massa¬
chusetts Avenue, Cambridge, Mass. Underwriter —

Kidder, Peabody & Co., Inc., Boston, Mass. on a "best
efforts" basis.

General Finance Corp.
Sept. 11 filed 150,000 shares of common stock. Price—$3
per share. Proceeds—For working capital, with $15,000
being allocated for lease improvements and equipment
and supplies. Office— Santurce, Puerto Rico. Under¬
writer—Caribbean Securities Co., Inc., Avenida Condado
609, Santurce, Puerto Rico.
General Public Utilities Corp. (1/4)

Nov. 24 filed 1,115,000 additional shares of common stock
(par $2.50) to be offered to common stockholders of
record Dec. 30, 1959, on the basis of one new share for
each 20 shares so held; rights to expire on Jan. 19, 1960.
Price—To be supplied by amendment. Proceeds—To pay
short-term bank loans, and the balance will be added
to the general funds of the company. Underwriter—
None, but dealers may sell unsubscribed shares and
solicit subscriptions.
Gold Medal Packing Corp.

June 18 filed 572,500 shares of common stock (par one
cent), and 50,000 common stock purchase warrants. Of
the shares 400,000 will be sold for the account of the
company; 110,000 by certain stockholders; 12,300 for the
underwriter; and the remaining 50,000 shares are pur¬
chasable upon exercise of the warrants. Price—$1.25 per
share. Proceeds—For repayment of debt; purchase of
equipment and facilities and other general corporate
purposes. Office—614 Broad St., XJtica, Y. Under¬
writer—Mortimer B. Burnside & Co.rNew York. Name
Change— Formerly Eastern Packing Corp.
Gold Medal Studios, Inc.

Sept. 18 filed 500,000 shares of common stock (par 10
cents). Price—$1 per share. Proceeds—For general cor¬
porate purposes, including the purchase of additional
studio equipment, investing in properties in the enter¬
tainment field, and the provision of funds for a down
payment on another building or buildings. Office—807
E. 175th Street, New York, N. Y. Underwriter—Arnold
Malkan & Co., Inc., New York.

Granco Products, Inc.
Oct. 21 (letter of notification) 42,860 warrants and 60,000
shares of common stock (par 50 cents). The stock is

underlying the warrants, and the purpose of the filing
was to permit the warrant holders to exercise their war¬
rants and buy the underlying stock at $2.50 per share
during the life of the warrant. The expiration date of
the warrant is Feb. 25, 1961. The price of the warrant
is at the market. Proceeds—In the first instance, to the
warrant holders; if they convert, Granco's treasury will
receive $2.50 per share. Office—36-17 20th Ave., Long
Island City, N. Y. Underwriter—John R. Boland & Co.,
Inc., New York City.

Great Lakes Bowling Corp.
Aug. 31 filed 120,000 shares of common stock (par $1).
Price—To be supplied by amendment. Proceeds—For
general corporate purposes, including the development
of bowling lanes, bars, and restaurants on various
Michigan properties. Office—6336 Woodward Ave., De¬
troit, Mich. Underwriter—Straus, Blosser & McDowell,
Chicago, 111. Offering—Expected sometime after Jan. 1,
1960.

Green River Production Corp.
Oct. 15 (letter of notification) 200,000 shares of common
stock (par 50 cents). Price—$1.50 per share. Proceeds—
For expenses for exploring for oil and gas. Office—212
Sixth Ave., South, Nashville, Tenn. Underwriter—Cres¬
cent Securities Co., Inc., Bowling Green, Ky.
• Greer Hydraulics, Inc.
Nov. 27 filed 250,000 additional^hares of common stock
($.50 par) to be offered for subscription by holders of
the outstanding common. Price —^To be supplied by
amendment. Office—Jamaica, L. I., N. Y. Proceeds—
To relocate company in Los Angeles, with the balance
to be used for general corporate purposes, including the
reduction of indebtedness. Underwriter — Burnham &

Co., New York City. Offering—Expected in January.
Growth Fund of America, Inc.

Feb. 4 filed 250,000 shares of common stock (par 10
cents). Price—At market. Proceeds—For investment.
Office—1825 Connecticut Avenue, Washington, D. C.
Investment Advisor— Investment Advisory Service,
Washington, D. C. Underwriter—Investment Manage¬
ment Associates, Inc., Washington, D. C. The statement
became effective July 24.

Guaranty Insurance Agency, Inc.
See, Mortgage Guaranty Insurance Corp., below.

Harmar Co., Inc.
Nov. 18 (letter of notification) $50,000 of 6% 10-year
convertible subordinated debentures series A to be of¬
fered in denominations of $500 each. Debentures are

convertible into class B common stock at the rate of five
shares for each $500 debenture. Price—At par. Proceeds
—For working capital. Underwriter—Eastern Investment
Corp., Manchester, N. H.
• (B. M.) Harrison Electrosonics, Inc.
Sept. 25 filed 133,000 shares of common stock (no par).
Price—$3 per share. Proceeds—For general corporate
purposes, including the reduction of indebtedness and
the provision of funds to assist the company's expansion
into the civilian market. Office — Newton Highlands,
Mass. Underwriter—G. Everett Parks & Co., Inc., 52
Broadway, New York City. Offering—Expected shortly.
it Hebrew National Kosher Foods, Inc.
Dec. 11 filed 350,000 shares of common stock, of which
175,000 shares are to be offered for the account of the
issuing company and 175,000 shares, representing out¬
standing stock, are to be offered for the account of the
present holders thereof. Price—$4 per share. Proceeds
—For general corporate purposes. Office— 178 South
Elliott Place, Brooklyn, N. Y. Underwriters— Brand,
Grumet & Seigel, Inc., and Arnold Malkan & Co., Inc.,
both cf New York City, on a "best efforts" basis.

Heli-Coil Corp.
Nov. 18 filed 157,000 shares of common stock (without
par value) to be offered to holders of outstanding shares
of the capital stock (par $10) of Grip Nut Corp. The
holders of 95.7% of the outstanding Grip Nut capital
stock entered into an agreement with Heli-Coil on Oct.
Oct. 21, 1959, to exchange their holdings of 103,055 shares
of Grip Nut stock for 150,850 shares of Heli-Coil's com¬
mon stock. Heli-Coil is not obligated to accept less than
100% of the Grip Nut shares, but at its option may do so
to a lesser degree, though not less than 80%. It $vill
then issue a number of shares proportionately reduced
from the 157,500 which it (Heli-Coil) has registered.
Office—Danbury, Conn.
Hickerson Bros. Truck Co., Inc.

March 11 (letter of notification) 285,000 shares of com¬
mon stock. Price—At par ($1 per share). Proceeds—Tt
pay existing liabilities; for additional equipment; and
for working capital. Office—East Tenth Street, P. O.
Box 68, Great Bend, Kan. Underwriter—Birkenmayt*
& Co., Denver, Colo. Offering—Expected shortly.

it Hicks-C. Q. S. Photo Service, Inc.
Dec. 3 (letter of notification) 900 shares of first pre¬
ferred stock to be offered to eligible employees pursuant
to the company's Firet Preferred Stock Purchase Plan.
Price — At par ($50 per share). Proceeds — For a cash
reserve. Office—1054 31st St., N. W.,Washington, D. C.
Underwriter—None.

it Home Oil Co., Ltd.
Dec. 16 filed $20,000,000 of convertible subordinated de¬
bentures, due Jan. 15, 1975, and convertible into com¬
mon stock of Trans-Canada Pipe Lines Ltd. (about 20%-
owned by Home Oil) beginning Aug. 1, 1960. Price—To
be supplied by amendment. Proceeds—For general cor¬
porate purposes, including reduction of indebtedness.
Underwriters—Lehman Brothers, New York City, will
manage the American group and Wood, Gundy & Co.
Ltd., of Toronto, the Canadian one.

Honeycomb Products, Inc.
Nov. 10 (letter of notification) 90,000 shares of capital
stock (no par). Price—$3 per share. Proceeds—To pay
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for the cost of plant machinery and working capital.
Office—8 Orchard Dr., Mt. Vernon, Ohio. Underwriter—
Hardy & Hardy, New York, N. Y. Offering—Expected
in about two weeks.

if Home's Enterprises, Inc.
Dec. 16 filed 235,000 shares of common stock to be

publicly offered and 45,000 shares reserved for issuance
to employees. Price—To be supplied by amendment.
Proceeds — For general corporate purposes, including
expansion. Office—Bayard, Fla. Underwriters—Pierce,
Carrison, Wulbern, Inc.. Jacksonville, Fla., and Johnson,
Lane Space Corp., Savannah, Ga.

if Hot Springs Health Resort, Inc.
Dec. 4 (letter of notification) 300,000 shares of common
stock. Price—At par ($1 per share). Proceeds—For ex¬
penses incidental to operating a health resort. Office—
463 So. Broadway, Denver, Colo. Underwriter—None.

Hycon Manufacturing Co.
Aug. "28 filed 126,316 shares of common stock, which
were issued to Avco Corp. on Dec. 8, 1958, at $2,375 per
shares, and which will now be publicly offered by Avco.
Price—To be related , to the prices prevailing in * the
over-the-counter market at the time, or times, the stock
is sold. Office—1D30 South Arroyo Parkway, Pasadena,^
Cailf. Underwriters—The offering will be made through
registered brokers and dealers who are NASD members.

I C Inc. . > Vv
June 29 filed 600,000 shares of common stock (par $1)
Price—$2.50 per share. Proceeds—To further the corpo¬
rate purposes and in the preparation of the concentrate
and enfranchising of bottlers, the local and national pro¬
motion and advertising of its beverages, and where
necessary to make loans to such bottlers, etc. Office—
704 Equitable Bldg., Denver, Colo. Underwriters— Pur¬
vis & Co. and Amos C. Sudler & Co., both of Denver
Colo. 1

Inland Western Loan & Finance Corp.
Sept. 24 filed $1,000,000 of 6% capital debentures. Price
—To be supplied by amendment. Proceeds—To dis¬

charge loans from banks and from the Commercial Life
Insurance Co.; to furnish operating capital for subsidi¬
aries; and to establish new subsidiaries or branches of

already existing ones. Office—10202 North 19th Ave.,
Phoenix, Ariz. Underwriter—The underwriters, if any,
will be named by . amendment.

Integrand Corp.
Oct. .13 filed 85,000 shares of common stock (par 5c).
i Price—$4 per share. Proceeds — For general corporate

. purposes, including the redemption of outstanding pre-:
~ierred stock and:: new plant equipment. Office—West-
bury, L. L, N. Y: Underwriter—DiRoma, Alexik & Co.,
Springfield,- Mass.

r 1 . - • • •
International Aspirin Corporation

Dec. 7 filed 600,000 shares of common stock. Price—$3
per. share.' Proceeds—For general corporate purposes.
Office—1700 Broadway, Denver, Colo. -. Underwriter—

..Speculative Securities Corp., 915 Washington Street,
Wilmington, Del., on a "best efforts" basis. •/; - rr" ;

- International Bank, Washington, D. C.
Dec. 29 filed $5,000,000 of notes (series B, $500,000. two
year, 3% per unit; series C, $1,000,000, four-year 4% pe>
unit; and series D, $3,500,000, 6-year, 5% per unit). Prle*
—100% of principal amount. Proceeds— For workinj
capital. Underwriter—Johnston, Lemon & Co., Wash
lngton, D. C. Offering—Indefinitely postponed.
Irando Oil & Exploration, Ltd.

April 24 filed 225,000 shares of common stock. Price—90
cents per share. Proceeds—To defray the costs of explo¬
ration and development of properties and for the ac¬

quisition of other properties; also for other corporate

purposes.^ Office—1950 Broad St., Regina, Sask., Can
Underwriter — Laird & Rumball, Regina, Sask., Can
Island Industries, Inc.

Nov. 23 (letter of notification) $200,000 of 10-year 10%
registered debentures. Price—$100 per debentures. Pro¬
ceeds—For general corporate purposes. Office — 30 E.
Sunrise Highway, Lindenhurst, N. Y. Underwriter —
Heft, Kahn & Infante, Inc., Hempstead, L. I., N. Y.
Israel Development Corp.

Sept. 22 filed 200,000 shares of common stock (par $25).
Price—$27.50 per share, payable in cash or State of Israel
Independence Issue or Development Issue bonds. Pro¬
ceeds—For general corporate purposes. Office—17 E. 71st
Street, New York City. Underwriter—None.
• Jessop Steel Co. (1/12)
Dec. 4 filed $3,000,000 of convertible subordinated de¬
bentures, due Jan. 1, 1975. Price—To be supplied by
amendment. Proceeds—For general corporate purposes.
Office—Washington, Pa. Underwriter—Hornblower &
Weeks, New York City.
Kansas City Power & Light Co.

Nov. 30 filed $20,000,000 of first mortgage bonds. Pro¬
ceeds—For construction program. Underwriter—To be
determined by competitive bidding. Probable bidders:
Halsey Stuart & Co. Inc.; The First Boston Corp. and
Blyth & Co., Inc. (jointly); Equitable Securities Corp.;
White, Weld & Co. and Shields & Co. (jointly); Kuhn,
Loeb & Co., Salomon Bros. & Hutzler and Eastman Dil¬

lon, Union Securities & Co. (jointly); Lehman Brothers
and Bear Stearns & Co. (jointly). Bids—Expected to be
received on Jan. 6.

Kansas Gas & Electric Co. (1/19)
Nov. 20 filed 200,000 shares of common stock (no par).
Proceeds—Fcr the construction of electric facilities and.
for other corporate purposes. Underwriter—To be deter¬
mined by competitive bidding. Probable bidders: Merrill
Lynch, Pierce, Fenner & Smith Inc., Kidder, Peabody &
Co. and White, Weld & Co. (jointly); Eastman Dillon,
Union Securities & Co., Glore, Forgan & Co. and Gold¬
man, Sachs & Co. (jointly).-* Bids—Expected to be re¬

ceived up to 11 a.m. (EST) on Jan. 19 at Room 2033, Two
Rector Street, New York 6, N. Y.

Kennesaw Life & Accident Insurance Co.
Nov. 12 filed 331,836 shares of common stock, to be
offered to the holders of the outstanding common stock
on the basis of one new share for each four shares held.
Price—To be supplied by amendment. Proceeds—For
general corporate purposes. Office—165 Luckie Street,
Atlanta, Ga. Underwriter— The Robinson - Humphrey
Co., Inc., Atlanta.

• Lafayette Radio Electronics Corp.
Dep. 4 filed 225,000 shares of common stock ($1 par).
Price—$5 per share. Proceeds—For general corporate
purposes including inventory, leasehold improvements,
and working capital. Office—165-08 Liberty Avenue,
Jamaica, L. I., N. Y. Underwriter—D. A. Lomasney &
Co., New York City. Offering—Expected in January.

Lake Aircraft Corp., Sanford, Me.
Nov. 20 filed 135,000 shares of class A common stock
(par 10 cents). Price—$3 per share. Proceeds—To repay
$25,000 indebtedness to the Sanford Trust Co.,; for re¬
maining payment on purchase by the company of certain
assets of Colonial Aircraft Corp., and for other corporate
purposes. Underwriter—Mann & Gould, Salem, Mass.
Lancer Industries, Inc.

Nov. 27 filed 200,000 shares of $.70 convertible preferred
stock (par $10). Price—$10 per share. Proceeds—For
general corporate purposes. Office—22 Jericho Turn¬
pike, Mineola, L. I., N. Y. Underwriter—Charles Plohn
& Co., New York City. Offering—Expected in January.

Lawn Electronics Co., Inc.
Nov. 25 (letter of notification) 133,000 shares of common
stock (par one cent). Price—$1.50 per share. Proceeds—
For general corporate purposes. Office —-Woodward
Road, Englishtown, N. J. Underwriter—Prudential Se¬
curities Corp., Staten Island, N. Y.

Laymen Life Insurance Co.
Nov. 30 filed 175,000 shares of common stock, of which
35,000 shares are to be offered by the company and 140,-
000 shares are to be offered by the Laymen of the Church
of God, with which the company is merging. Price—To
be supplied by amendment. Proceeds—For working cap¬
ital. Office—1047 Broadway, Anderson, Indiana. Under¬
writer—To be supplied by amendment.

Life Insurance Co. of Florida

Sept. 28 filed 203,476 shares of common stock (par $1).
Price—$4.50 per share. Proceeds—For expansion. Office
—2546 S. W. 8th St., Miami, Fla. Underwriter—Plymouth
Bond & Share Corp., Miami.

Liquid Veneer Corp.
Nov. 16 (letter of notification) 150,000 shares of common
stock (par 10 cents). Price— $2 per share. Proceeds—
For general corporate purposes. Office— 211 Ellicott
Street, Buffalo, N. Y. Underwriter—B. D. McCormack
Securities Corp., New York, N. Y.
if Lockhart Corp.
Dec. 14 filed 100,000 outstanding shares of common stock.
Price—To be supplied by amendment. Proceeds—To
selling stockholders. Office—359 South Main Street, Salt
Lake City, Utah. Underwriter—Schwabacher & Co.,
San Francisco, Calif. - .

Louisiana Gas Service Co. (1/19) v

Dec. 4 filed $7,500,000 of first mortgage bonds. Under¬
writer—To be determined by competitive bidding. Prob¬
able bidders: Halsey, Stuart & Co. Inc.; White, Weld &
Co.; Merrill Lynch, Pierce, Fenner & Smith Inc., and
Kidder, Peabody & Co. (jointly); Salomon Bros. & Hutz¬
ler; Eastman Dillon, Union Securities & Co., and Equit¬
able Securities Corp. (jointly). Bids—Expected to be
received on Jan. 19.

M. & S. Oils Ltd.

May 11 filed 390,000 shares of common stock. Price—60
cents per share. Proceeds— For exploration, develop¬
ment and acquisitions. Office—5 Cobbold Block, Saska¬
toon, Saskatchewan, Canada. Underwriter— Cumber¬
land Securities Ltd., Regina, Saskatchewan, Canada.

Magna-Bond, Inc.
Nov. 9 (letter of notification) 150,000 shares of common
stock (par 10 cents). Price—$2 per share. Proceeds—
For general corporate purposes. Business— Protective
coatings. Office—1718 S. 6th Street, Camden, N. J. Un¬
derwriter—American Diversified Securities, Inc., 1028
Connecticut Avenue, N. W., Washington 6, D. C.

Magnuson Properties, Inc.
June 29 filed 500,000 shares of class A common stock
(amended on Aug. 24 to 150,000 shares of 6^% cumu¬
lative convertible preferred stock, par $10), and 150,000
shares of class A common stock, par $1, with common
stock purchase warrants. Each share of class A common
stock carries one warrant entitling the registered holder
to purchase one share of such common stock at an initial
price of $11 per share. Price—For preferred, at par; and
for class A, $10.10 per share. Proceeds—$291,099 is to
be expended during the period ending Aug. 31, 1960 for
mortgage payments and releases; $465,000 will be paid
on notes acquired by members oil the Magnuson family
in the transfers of subsidiaries and properties to the
company; $106,000 will be used to close certain options
and purchase contracts covering lands in the Melbourne-
Cape Canaveral area; the balance will be added to the
general funds of the company and used for general
corporate purposes. Office—20 S. E. 3rd Ave., Miami,
Fla. Underwriter—Blair & Co. Inc., New York. Offering
—Expected this Fall.

Mayfair Markets
Oct. 1 filed 301,177 shares of common stock (par $1), be¬
ing offered to holders of such stock on the basis of one
new share for each five shares held Nov. 13. Rights are
scheduled to expire in February. Price—$10 per share.
Proceeds'—For general corporate purposes, including ex¬

pansion and working capital. Office—4383 Bandini Blvd.,
Los Angeles, Calif. Underwriter—None.
• Micronaire Electro Medical Products Corp.

(12/18)
Oct. 16 filed 200,000 shares of common stock (par 10
cents) and 50,000 one-year warrants for the purchase of
such stock at $3 per share, to be offered in units of 100
shares of common stock and 25 warrants. Price—$275 per
unit. Proceeds—For general corporate purposes, includ¬
ing the discharge of indebtedness, the expansion of
sales efforts, and for working capital. Office—79 Madison
Avenue,' New York City. Underwriter—General Invest¬
ing Corp., New York.

Mid-America Minerals, Inc.
Nov. 16 filed 400,000 shares of class A common stock
(par $1). Price—$5 per share. Proceeds—For general
corporate purposes, including the reduction of indebted¬
ness, acquisition of properties, and additional working-
capital. Office—500 Mid-America Bank Building, Okla¬
homa City, Okla. Underwriter—None. ;V.

if Middle South Utilities,; Inc. . ,, r l ; .

Dec. 16 filed registration of interests in its Stock Pur¬
chase Plan, together with 25,000 shares of common stock
which may be acquired by eligible employees pursuant
to said Plan. Office—New York City. . ..

Midwestern Financial Corp.
Nov. 9 filed 250,000 shares of common stock (par $1).
Price—To be supplied by amendment. Proceeds—To
pay the $1,360,000 balance to Majestic Mortgage Co. due
in connection with the issuing company's acquisition of
all of the outstanding stock of Majestic Savings & Loan.
Association, with about $650,000 to be used for capital
contributions to its savings and loan associations and for
loans to other subsidiaries, $51,000 to be used to repay
principal and interest on a short-term bank loan, and
$55,000 to be used as additional working capital. Offices
—2015 13th Street, Boulder, Colo. Underwriters—W. R.
Staats & Co., Los Angeles, Calif., and Boettcher & Co.
and Bosworth, Sullivan & Co.j Inc., both of Denver, Colo.
• Minitran Corp.
Oct. 30 (letter of notification) 150,000 shares of com¬
mon stock (par one cent). Price—$2 per share. Proceeds*
— For general corporate purposes. Office— 5 Oliver
Street, Newark 2, N. J. Business—Makes transformers.
Underwriter—Pleasant Securities Co., 392 Broad Street,
Newark, N. J. Offering—Expected shortly.

Minnesota Valley Natural Gas Co. / >

Nov. 27 filed 15,800 shares ef common stock ($10 par),
and 865 additional shares. Prices—For the 15,800 shares,
$18; for the 865 shares, which will be sold to directors*
and employees of the issuing company, $17 per share.
Proceeds—For construction. Office—1750 Hennepin Ave.,
Minneapolis, Minn. Underwriters — Woodard-Elwood &
Co., and J. M. Dain & Co., Inc., both of Minneapolis, and;
Harold E. Wood & Co., of St. Paul, Minn.
Mighty Mover Corp.

Dec. 10 filed 1,000,000 shares of class A common stock,
(par 10 cents). Price — 25 cents per share. Proceeds—
For liabilities, advertising, and working capital. Office-
—1701 E. Louisiana Ave., Denver 10, Colo. Underwriter
—None.' ' " ' *• " I'I ■

if Modern Pioneers' Life Insurance Co.
Dec. 4 (letter of notification) 47,687 shares of common
stock (par $1) to be offered to policyholders of Modern
Pioneers' Insurance Co. and the company for cash or
transfer of dividends. Price—$2 per share. Proceeds—
For working capital. Office—811 N. Third Street, Phoe¬
nix, Ariz. Underwriter—Associated General Agents o£
North America, Inc.
Mohawk Airlines Inc.

Nov. 9 filed $3,500,000 of 6% convertible subordinated
debentures, due 1974, $1,917,500 of which arc to be of¬
fered in exchange for a like amount of the company's
outstanding 5V2% convertible subordinated debentures,
due 1966. The remainder, plus any not taken in tlio
exchange offer, are to be publicly offered. Price.—To
be supplied by amendment. Proceeds — For general
corporate purposes, including debenture redemption, air¬
plane equipment, and working capital. Office—Utica,
N. Y. Underwriter—Dempsey-Tegeler & Co., St. Louis,
Mo. Offering—Expected middle of January.
• Mohawk Business Machine Corp. (12/18)
Oct. 29 filed $600,000 of 6% 10-year subordinated con¬
vertible debentures, due 1969, and 30,000 outstanding;
shares of common stock (par 40 cents). Price—For the
debentures, 100% of principal amount; for the common
stock, at a price to be related to the market. Proceeds—
To liquidate indebtedness in the amount of $150,000,
with the remainder to purchase new equipment and ma¬
chinery and be used as working capital. Office— 944
Halsey Street, Brooklyn, N. Y. Underwriter—Myron A.
Lomasney & Co., New York.

Montgomery Mortgage Investment Corp.
Oct. 16 filed $3,000,000 of second mortgage notes and
accompanying repurchase agreements, to be offered in
$3,000 units. Price—From $2,000 to $4,000 per unit. Pro¬
ceeds—To purchase other second trust notes and to main¬
tain a reserve for repurchase of notes under its repur¬
chase agreements. Office—11236 Georgia Avenue, Silver
Spring, Md. Underwriter—There is no underwriter as
such, but Adrienne Investment Corp., an affiliate of the
issuing company, will act as sales agent, for which it
will receive a selling commission of 7%.

Mortgage Guaranty Insurance Corp.
Sept. 23 filed 40,000 shares of common stock (par $10) in
a joint registration with Guaranty Insurance Agency,
Inc., which filed 10,000 shares of its own common stock
(par $5). Price—$115 per unit of four shares of Mortgage
common and one share of Guaranty common. Proceeds—

Continued-~on-yage 102
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Mortgage will use its proceeds fo rexpansion; Guaranty
will use its proceeds for additional working capital.
Office—(of both firms) 606 West Wisconsin Ave., Mil¬
waukee, Wis.

Munston Electronic Manufacturing Corp.
Nov. 9 (letter of notification) 50,000 shares of common
stock (par 10 cents). Price—$6 per share. Proceeds—
For general corporate purposes. Office—Beech Street,
Islip, N. Y. Underwriter—Heft, Kahn & Infante, Inc.,
Hempstead, N. Y.

Mutual Credit Corp.
Oct. 6 (letter of notification) $300,000 of 6Y2% convert¬
ible subordinated debentures, series A, due Oct. 1, 1969,
Debentures are convertible at any time through Oct. 1,
1968 into class A non-voting common stock (par $5) at
the rate of 100 shares of such stock for each $500 of
debentures converted. Price—At face amount. Proceeds
—For the general funds of the company. Office—c/o
Raymond F. Wentworth, 6 Milk St., Dover, N. H. Un¬
derwriter—Eastern Investment Corp., Manchester, N. H.

ic Napex, Inc.
Dec. 3 (letter of notification) 275,000 shares of common
stock. Price—At par ($1 per share). Proceeds—To ac¬
quire a plant and plant site; for plant equipment and
working capital. Office—233 S. 5th St., Grand Junction,
Colo. Underwriter—None. *

Narda Microwave Corp.
June 16 filed 50,000 shares of common stock (par 10
cents) and 50,000 warrants to be offered in units, con¬
sisting of one share of common stock with attached
warrant entitling the holder to purchase one additional
share. The statement also includes an additional 10,000
shares of common stock reserved for issuance to key
employees pursuant to options. Price—To be supplied
by amendment. Proceeds — To be used to retire bank
loans. Underwriter—Milton D. Blauner & Co., Inc., New
York. Indefinitely postponed.

National Citrus Corp.
April 20 (letter of notification) 150,000 shares of class A
common stock. Price—At par ($2 per share). Proceeds—
For new equipment, inventory and working capital. Ad¬
dress—P. O. Box 1658, Lakeland, Fla. Underwriter—
R. F. Campeau Co., Inc., Detroit, Mich. On Oct. 29 the
issue was accepted for filing with the Michigan Corpo¬
ration and Securities Commission.

National Homes Corp.
Nov. 25 filed warrants for the purchase of 60,100 shares
of class B common stock (par $.50). Price—To be sup¬

plied by amendment. Office—Earl Avenue & Wallace
St., Lafayette, Ind. Underwriter—White, Weld & Co.,
New York City.
National Industrial Minerals Ltd.

Aug. 4 filed 150.000 shares of common stock (no par).
Price — $1 per share. Proceeds — To retire indebt¬
edness for construction of plant and for other liabilities,
and the remainder will be used for operating capital.
Office — Regina. Saskatchewan, Canada. Underwriter-
Laird & Rumball Ltd.. Regina. Saskatchewan. Canada

ic North American investment & Development Corp.
Dec. 2 (letter of notification) 100,000 shares of common
stock (no par). Price—S3 per share. Proceeds—To re¬
tire outstanding debt and for working capital. Office—
906 Main Street, Cincinnati, Ohio. Underwriter—None.
North Carolina Telephone Co.

Sept. 4 filed 576,405 shares of common capital stock, tc
be offered for subscription by holders of outstanding
stock in the ratio of two new shares for each five share?
held. Price—$2 per share. Proceeds—To reduce indebt¬
edness with the balance, if any, to be used as working
capital. Office—Matthews, N. C. Underwriter—One oi
more security dealers will be offered any shares noi
subscribed for at $2 per share.

* Northern IILnois Gas Co. (1/12)
Dec. 8 filed 150,000 shares of preferred stock (par $100).
Price—To be supplied by amendment. Proceeds—To re¬

tire loans and add to working capital. Office—50 Fox
Street, Aurora, 111. Underwriters—First Boston Corp. &
Glore, Forgan & Co., both ol New York City.

Nova-Tech, Inc.
Nov. 4 (letter of notification) 120,000 shares of common
stock (no par). Price—$2 per share. Proceeds—For de¬
velopment, purchase, parts for production, and additional
working capital. Office—1721 Sepulveda Blvd., Man¬
hattan Beach, Calif. Underwriter—Holton, Henderson &
Co., Los Angeles, Calif.

Nu-Era Corp.
Nov. 30 filed 275,000 shares of common stock, of which
200,000 are to be publicly offered. Price—$3.75 per share.
Proceeds To reduce indebtedness and increase inven¬
tories of gears and mufflers. Office — 342 South St.,
Rochester, Michigan. Underwriter—Mortimer B. Burn-
side & Co., Inc., on an "all or nothing best efforts" basis.
The underwriter will receive $15,000 for expenses, a
$.75 per share selling commission on the 200,000 shares
comprising the public offering, and the privilege of pur¬
chasing 37,500 shares of the common stock at $.10 per
share. The 37,500 shares thus far unaccounted for are
to be sold to John L. Appelbaum at $.10 per share in
consideration of certain services rendered.
Occidental Petroleum Corp.

Oct. 29 filed 615,854 shares of common stock (par 20
c$nts), 307,927 shares of which are to be offered for sub¬
scription by holders of outstanding common stock at the
rate of one new share for each 10 shares held. The re¬

maining shares are to be offered to a group of individ¬
uals, not as yet niimed, who have agreed to purchase not
less than 307,925 shares, and will also be offered shares
not bought by the holders of the outstanding common.
Price—To be supplied by amendment. Proceeds—For

drilling, exploration, development, and to purchase an
interest in Parker Petroleum Co. Office—8255 Beverly
Boulevard, Los Angeles, Calif. Underwriter—None.

Oil, Gas & Minerals, Inc.
April 2 nied 260,000 shares of common stock (par 35
cents. Price—$2 per share. Proceeds—To retire bank
loans and for investment purposes. Office—513 Interna¬
tional Trade Mart, New Orleans, La. Underwriter -

Assets Investment Co., Inc., New Orleans, La. The SEC
"stop order" hearing has been postponed from Nov. 23 -

to Dec. 23.

• Old Empire, Inc. (12/23-29)
Nov. 30 (letter of notification) 240,000 shares of common
stock (par 10 cents). Price—$1.25 per share. Proceeds— v
For general corporate purposes. Office —- 865 Prospect
Ave., Newark, N. J. Underwriter—Laird, Bissell & Meeds,
New York, N. Y.
Ovitron Corp., Detroit, Mich. .

Oct. 27 filed 150,000 shares of common stock (par one

cent). Price—$6 per share. Proceeds—For research and
working capital. Underwriter—Sutro Bros. & Co., New
York.. /:.y. ;//
Pacific Fasteners Corp.

Nov. 27 filed 150,000 shares of capital stock (par 50
cents). Price—$2 per share. Proceeds—For new equip¬
ment and machinery and working capital. Office—640 E.
61st Street, Los Angeles, Calif. Underwriter — Holton,
Henderson & Co., Los Angeles.
• Pacific Gold, Inc.
Dec. 9 (letter of notification) 75.000 shares of common
stock. Price—At par ($1 per share). Proceeds— For
mining expenses. Office—404 Mining Exchange Build¬
ing, Colorado Springs, Colo. Underwriter—Birkenmayer
& Co., Denver, Colo.
Pacific Uranium Mines Co.

Oct. 20 filed $3,000,000 of 6% secured notes, 675,000
common stock purchase warrants, and 675,000 shares of
common stock. $1,600,000 of the notes and 360,000 war¬
rants are to be offered to holders of $1,600,000 of out¬
standing notes. The remaining $1,400,000 of new notes
and 315,000 warrants are to be offered to American Secu¬
rities Corp., acting on behalf of their clients, for a total
sum of $1,344,000 for the notes and $56,000 for the war¬
rants.

• Palomar Mortgage Co. (12/21)
Nov. 13 filed $750,000 of 15-year Wo subordinated sink¬
ing fund debentures, due 1974, witri common stock war¬
rants attached, and 80,000 shares ol' common stock ($1
par), to be offered in units of $1,000 principal amount
of debentures with a warrant entitling the holder to buy
100 shares of common before 11/30/62. Prices—To be
supplied by amendment. Proceeds— To be loaned to
home builders and individual borrowers in connection
with real estate. Office—4026 30th Street, San Diego,
Calif. Underwriter—J. A. Hogle & Co., Salt Lake City,
Utah.

Pathe News, Inc.
Sept. 17 filed 400,000 shares of common stock (par 16
cents) with warrants to purchase an additional 100,000
common shares at $3.25 per share. Price — $3.75 per
share, with warrants. Proceeds—For general corporate/'
purposes, including the addition of working capital, the
reduction of indebtedness, and the provision of the
$173,000 cash required upon the exercise of an option tc
purchase the building at 245-249 W. 55th St., New York
Office—245 W. 55th Street, New York. Underwriter—
Hilton Securities. Inc., formerly Chauncey, Walden, Har¬
ris & Freed, Inc., New York. Offering—Expected in
about 30 days. . . •
• Perrine Industries, Inc. (12/21-24)
Oct. 26 filed $1,500,000 of 20-year convertibles-subordi¬
nated debentures due 1979, to be offered in units of
$500 and $1,000. Price—At par. Proceeds—To be used
to establish two new plants in the midwest and southeast
industrial areas; to spend $350,000 to equip these new
plants; $150,000 to further equip and improve the com- <.

pany's Brooklyn plant; and $600,000 will be used to re¬
tire corporate indebtedness. Underwriter—S. D. Fuller
& Co., New York.

Petroleum Projects
Oct. 13 filed $1,500,000 of participations in oil and gas
exploratory fund. Price — The minimum-participation
will cost $10,000. Office—Madison, N. J, Uuuerwriter—
Mineral Projects Co..-Ltd. - .. . * - -

• Phillip Heppner, Inc.
Dec, 4 (letter,of notification) 300 shares of class A com¬
mon stock (par $100) and $45,000 of promissory notes to
be ottered in units of one share of class A common stock
and $150 oi promissory notes. Price—$250 per unit. Pro¬
ceeds—For working capital: Address—P. O. Box 1695,
Boise, Idaho. Underwriter—None.

Pilgrim National Life Insurance Co. of America
Sept. 17 filed 100,000 shares of common stock (par $1)
of which 55,000 shares are to be offered first to stock¬
holders of record Aug. 31, 1959. and 45,000 shares (mini¬
mum) are to be offered to the public, which will also be
offered any shares unsubscribed for by said stockholders
Price—$5 per share. Proceeds — For general corporate
purposes, possibly including the enabling of the issuing
company to make application for licenses to conduct it?
insurance business in States other than Illinois, the sole
State in which it is presently licensed, Office—222 w
Adams Street, Chicago, 111. Underwriter—None. State¬
ment effective Nov.4.

• Pioneer Finance Co.
Dec. 7 filed 65,000 shares of convertible preferred stock
(par $25), to be offered to holders of the outstanding
coinmbn on the basis of one preferred share lor each 15
common shares held. Price—To be supplied by amend¬
ment. Proceeds—For general corporate purposes. Office
—1400 First National Bank Bldg., Detroit, Mich. Under¬

writers—White. Weld & Co., Inc., New York C{ty, and
Watting, Lerchen & Co., Detroit. Offering—Expectea in
January.

★ Policy Holders Investment Fund, Inc. *
Dec. 10 filed 2,000,000 shares of common stock, wnicn
may be purchased by holders of policies issued by cei -
tain insurance companies. Office—8149 Florida btieet,
Baton Rouge, La.
ir Preston Moss Fund, Inc. ,

Dec. 14 filed 20,000 shares of capital stock Proeeects-
For investment. Office—Boston, Mass.

Prudential Commercial Corp.
Oct. 21 (letter of notification) 150,000 shares of common
stock (par one cent). Price—$2 per share. ?r®c^eds~"
For general corporate purposes. Office—City of Dover,
County of Kent, Del. Underwriter—All State Securities,
Inc., 80 Wall Street, New York, N. Y.
Puerto Rico Industries, Inc. >

Oct. 15 filed 48,500 shares of class A common stock,
(par $1), 200,000 shares of class B common stock (par$l)
and $388,000 of 6% subordinated debentures, due July
1, 1971. With the exception of 151,500 shares of class B
common allocated to the organizers of the company at
par, the securities are to be offered to the public in units
of $4,000 of debentures, 500 class A shares, and 500 class
B shares. Price—$5,000 per unit. Proceeds—For invest¬
ment in the securities of its subsidiary, Puerto Rico
Meat Packing Co., Inc., which will use the funds, esti¬
mated at $600,000, as operating capital. Address—P. O.
Box No. 622, Little Rock, Ark. Underwriter—None.

★ Ralston Purina Co.
Dec. 14 filed 65,000 shares of common stock, to be of¬
fered pursuant to the Purina Stock Purchase Plan. Of¬
fice—835 South Eighth Street, St. Louis, Mo.
★ Red Fish Boat Co.
Oct. 22 (letter of notification) 400,000 shares of class A
common stock (par 10 cents). Price—75 cents per share.
Proceeds—To pay mortgages, accounts payable, purchase
raw materials, expand production facilities and expan¬
sion of sales program. Business—Manufactures fiber¬
glass boats. Address—P. O. Box 610 Clarksville, Texas.
Underwriter—R. A. Holman & Co., Inc., New York, N. Y.
Offering—Expected before Christmas.
Renewal Guaranty Corp.

Oct. 28 (letter of notification) 100,000 shares of common
stock (par $1). Price—$3 per share. Proceeds—For work¬
ing capital." Office—First National Bank Bldg., Suite
2323, Denver 2, Colo. Underwriter—Columbine Securi¬
ties Corp., Denver, Colo. , /

. Reserve Insurance Co., Chicago, III.
Oct. 20 filed 110,837 shares of capital stock, of which
62,676 are to be sold for the company's account and 48,-
161 snares are to be sold for the account of certain

selling stockholders. Price—To be supplied by amend¬
ment. Proceeds—To be added to the general funds ol
the company to enable it to finance a larger volume of
underwriting and to expand its area of operations.. Un¬
derwriter—A. G. Becker & Co. Inc., Chicago, 111. .This
offering will not be made in New York State. Offering
—Postponed indefinitely. ' - - * ••'••••• _*:*

(Roulette Records, Inc.
Aug. 27 filed 330,000 shares of common stock (one cent),
of which 300,000 shares are to be publicly offered. Price
-*$3.50 per share. Proceeds—For general corporate pur¬
poses. including moving to new quarters and installing
executive offices and sound studio facilities therein, ac¬

quiring technical equipment and machinery, and adding
to working capital. Office— 659 ■'10th Avenue, New
York. Underwriter-r-Hilton Securities, Inc., 580 Fifth
Avenue, New York, formerly known as Chauncey, Wal¬
den, Harris & Freed at the same address; states that it
is no longer underwriting this issue. - -

Russeks Fifth Avenue, Inc.
Nov. 30 filed 480,100 shares of common stock (par $.50),
which may be offered for sale pursuant to the merger,
scheduled for Dec 22, of Russeks and Oregon Veneer Co.,
by the several present holders of Oregon stock. Office—
909 Diversey Parkway, Chicago, 111.

Save-Mor Drugs, Inc.
Nov. 15.|letter of notification) 100.000 shares of common
stock (p'qr 10 cents). Price—$2 per share. Proceeds—For
working-^capital.* Office—22 M St., N. E., Washington,
D. C. . Underwriter—E. A. Burka, Inc., Washington. D. C.
*Seacrest Industries Corp. . ,

Dec. 4 (letter'of notification) 165 000 shares oi common
stock'(pAr one cent). Price—$1 per share. Proceeds—
For, general corporate purposes. Office—354 Franklin
Avenpe, Franklin Square, L. I., N. Y. Underwriter—A.
J. Gabriel Co., Inc., New York, N. Y. - . :

^Security Investors Fund, Inc.
Dec. 14 filed 290,000 shares of common stock Price—To
be supplied by amendment. Proceeds—For.-investment.
Office—212 South Tryon Street. Charlotte. N. C. Under¬
writer— Invectors Management Corp., Winston-Salem,
N. C., which is also investment adviser and distributor
to the Fund, and with which all the Fund's officers are

affiliated.

Security Mortgages, Inc.
Nov. 30 filed $250,000 of 11-year sinking fund deben¬
tures and 62,500 shares of class A common stock (par 15
cents), to be offered in units of 1 debenture and 25 com¬
mon shares. Price—$100 per unit. Proceeds—To invest
in equities and/or mortgages. Office -— Denver 2. Colo.'
Underwriter—None.

Shield Chemical Ltd.

Sept. 8 (letter of notification) 95,000 shares of capital
stock (par 10 cents). Price—$1.50 per share. Proceeds—
To purchase and install manufacturing equipment; con¬
trol and test equipment; advertising and for working
capital. Office—17 Jutland Road, Toronto, Canada. Un-
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derwriter—Peters, Writer & Christensen, Inc., Denver,
Colorado. . ' -

Simplicity Manufacturing Co.
Nov. 30 filed 397,192 shares of class A common stock, of
which 100.000 shares are to" be offered by the issuing
company and 297,192 shares are to be offered by the
present holders thereof. Price — To be supplied by
amendment. Proceeds—For general corporate purposes.
Office—336 South Spring St., Port Washington, Wiscon¬
sin. Underwriter—A. C. Allyn & Co., Inc., Chicago, 111.

Sottile, Inc. (Formerly South Dade Farms, lnc.)o
July 29 filed 2,000,000 shares of common stock (par $1),°
of which 1,5*13,000 shares are to be issued and sold for
the account of the company, and 457,000 shares, repre¬
senting outstanding stock, to be sold for the "accounts
of certain selling stockholders. Price—To be supplied by
arriendment. Proceeds—To retire 70% of the common

stock outstanding at the date of the stock offering; to
invest in the capital stocks of six of the company's
seven bank subsidiaries; to repay a bank loan of $6,400,-
000; to add to working capital; to retire certain long-
term indebtedness; and to develop citrus groves. Office
—250 South East First Street, Miami, Fla. Underwriter
—Bear, Stearns & Co., New York. Offering—Indefinite.

it South Bay Industries, Inc.
Dec. 11 filed 210,000 shares of class A stock.: Price—$5
per share. Proceeds—To pay off bank loans,-purchase
machinery, r and add ~ to working capital. Office — 42
Broadway, New York City. Underwriter—Amos Treat &
Co., Inc., of New York City, on a "best efforts" basis.
Offering-—Expected in February. . -

_★ South'Fork Recreation Co. *
Nov. 27 (letter of notification) 100,000 shares of capital
stock. Price—At par ($3 per share). Proceeds—To pay"
liabilities and for an expansion program. Office—
465 S. Beverly Dr., Suite 102, Beverly Hills, Calif. Under¬
writer—None.

Southeastern Factors Corp.
Dec. 9 filed $500,000 of 6% subordinated capital deben¬
tures, due Jan. 1, 1975, with warrants to purchase 100.-
000 shares of common stock. These debentures are to be
offered on the basis ol' $1,000 principal amount of de¬
bentures; each such debenture bearing warrants for the
purchase of 200 shares of common stock at $4.25 per
share. Price—To be supplied by amendment. Proceeds
—For general corporate purposes. Office— Charlotte.
N. C. Underwriters—Interstate Securities Corp.,"Char¬
lotte, McCarley & Co., Asheville, N. C., and Citizens
Trust Co., Greenwood, S. C.
it Southern Discount Co.
Dec. 7. .(letter of notification) $155,000 of 5% 16-year *
subordinated debentures, series G, to be offered in de¬
nominations of $500 and. $1,000 each. Price—At face
amount. Proceeds—For working capital. Office—919 W.
Pcachtree Street, N. E.. Atlanta, Ga. Underwriter—None:
Southern Growth industries, Inc.

Nov. 12 filed 963,000 shares of common stock (par $1).
Price—$5 per share. Proceeds—For investment. Office
— Greenville, S. C. Underwriter— Capital Securities
Corp., 121 So. Main Street, Greenville, So. Car., on a
"best efforts'" basis, with a commission of 50 cents per
share. . " • vr -

Southland Oil Ventures, Inc.
Nov. 27 filed S2,000,000 of participations in its 1960 Oil
and Gas Exploration Program. Prices—$5,000 per unit,
with a minimum participation of $10,000. Proceeds—For
exploration. Office — 2802 Lexington, Houston, Texas.
Underwriter—The participations will be offered by of¬
ficers of the company and by certain investment firms.
Southwestern Investment Co.

Nov. 2 filed 225,000 shares of common stock, of which
15,000 shares are to be offered to employees of the issu¬
ing company and its subsidiaries, and-,210,000 shares
represent outstanding stock held by previous stockhold¬
ers of Southwest Acceptance Co., who may offer their
shares. Price—At market. Office—Amarillo, Texas. Un¬
derwriter—None. '

Sta-Brite Fluorescent Manufacturing Co.
Nov. 27 filed 140,000 shares of common stock (par $.10)
Price—$5 per share. Proceeds—For plant improvements,
opening new muffler and brake shops, advertising, new
product engineering and promotion, and working capital.
Office—3o50 N. W. 49th St., Miami, Fla. Underwriter-
Charles Plohn & Co., New York City. Offering—Ex¬
pected in January. -

Star- Market Co.
Dec. 8 filed 200.000 shares of common stock, of which
'50,000 are to be offered for the account of the issuing
company, 125 000 are to be offered for the account of
S. P. Mugar, President, and 25,000 are to be offered by
Miigar to certain officers and employees of the company
arid its subsidiaries. Price—To be supplied by amend¬
ment. Proceeds—For general corporate purposes, in¬
cluding construction. Office—297 Walnut Street, Newton,
Mass. Underwriter— Hemphill, Noves & Co., New York
city-

v
• State Industries ^

Oct. 5 filed $500,000 of 6% convertible subordinated de¬
bentures, due Oct. 1. 1974. Price—At 100% of principal
amount. Proceeds—For general corporate purposes, in¬
cluding the purchase and installation of a modern paint
plant, and the purchase and installation of new tube mill
equipment. Office—4019 Medford St., Los Angeles, Calif
Underwriter — John Ivocnan & Co., Inc., Los Angeles.
Offering—Expected any day. , / '
Stelling Development Corp.

June 8 (letter of notification) 300,000 shares of common
stock (par one cent). Price—$1 per share. Proceeds—
For mortgages, land, paving roads, loans payable, adver¬
tising, etc. Office—305 Morgan St., Tampa 2, Fla. Under
writer—Stanford Corp., Washington, D. C.

• Stephenson Finance Co., Inc.
Nov. 27 (letter of notification) 22,095 shares of common
stock (par $2.50). Price—$8.75 per share. Proceeds—
For working capital. Office — 215 South Dargan St.,
Florence, S. C. Underwriter—R. S. Dickson & Co., Inc.,
Charlotte, N. C. ' -

Supermarket Service, Inc.
Oct. 14 (letter of notification) 9,000 shares of common
stock (no par). Price—$11.50 per share. Proceeds—For
working capital. Office — 103 E. Main St., Plainville,
Conn. Underwriter — E. T.' Andrews & Co., Hartford,
Conn.

Telechrome Manufacturing Corp.
Nov. 16 filed $750,000 of 6% convertible subordinated
debentures, due 1969. Price — At 100% of principal
amount. Proceeds—For general corporate purposes in-
;eluding expansion and debt reduction. Office—Amity-
ville, L. I., N. Y. Underwriters—Amos Treat & Co., Inc.,
and Truman, Wasserman & Co., Inc., both of New York
City. Offering—Expected in January, I960. „ ;

• Texas National Petroleum Co. <

Nov. 27 filed $6,500,000 of 6V2% sinking fund subordin¬
ated debentures, due Jan, 1, 1975, and warrants for the
purchase of 650,000 shares of common stock ($1 par).
These securities are to be offered in units of one $500
debenture and a warrant for the purchase of 50 shares
of common stock. Price—To be supplied by amendment.
Proceeds—To discharge bank indebtedness; to pay Utah
Southern Oil Co. $19,200,000 for various properties; and
for general corporate purposes. Office—902 South Coast

§

Bldg., Houston, Texas. Underwriters — Dean Witter &"
Co., San Francisco, Calif., and Cruttenden, Podesta &
Co., Chicago, 111. Offering—Expected in January.
• TelePrompter Corp. (1/6)
Nov. 27 filed 125,000 shares of common stock ($1 par).
Price—To be supplied by amendment. Proceeds—$690,-
000 to supply the cash portion of proposed acquisitions;
$150,000 to reimburse Teleprompter's treasury for the
purchase of Antennavision of Silver City, Inc., a New

v Mexico corporation; $100,000 to prepay in full a bank
note due Dec. 31, 1960. Office—311 W. 43rd Street, New
York City. Underwriter—Bear, Stearns & Co., New York
City. •/

Timeplan Finance Corp.
Oct. 8 (letter of notification) 28,570 shares of cumula¬
tive preferred stock (par $5) and 14,285 shares of com¬
mon stock (par 10 cents) to be offered in units of one

share of preferred and one-half share of common. Price
—$10.50 per unit. Proceeds—For working capital. Office
—111 E. Main St., Morristown, Tenn. Underwriter—

*

Texas National Corp., San Antonio, Tex.
• Tobin Craft, Inc. (12/18)
Nov. 17 (letter of notification) 75,000 shares of common
stock (par 10 cents). Price—$2 per share. Proceeds—For
general corporate purposes.. Address—Bayville, Ocean
County, N. J. Underwriter—General Investing Corp.,
New York, N. Y.

Tower's Marts, Inc.
Aug. 28 filed 300,000 shares of class A common stock
(par 10 cents). Price—$3 per share. Proceeds—To re¬
duce indebtedness by about $300,000, with the balance
to be added to working capital of the company and its
subsidiaries. Office—210 East Main Street, Rockville,
Conn. Underwriters—To be supplied by amendment.

. Transamerica Corp.
Nov. 9 filed 832,000 shares of capital stock (par $2), to
be offered in exchange for the capital stock (par $6.25)
of American Surety Co. of N. Y., on the basis of two
shares of Transamerica lor three shares of Surety. The

, offer is conditional upon holders of 51% of the Surety
stock accepting the exchange. Qffiee—Montgomery St.
at Columbus Ave., San Francisco, Calif.

' Transcon Petroleum & Development Corp.,
Mangum, Okla.

March 20 (letter of notification) 300,000 shares of com¬
mon stock. Price—At par ($1 per snare). Proceeds—
For development of oil properties. Underwriter—First
investment Planning Co., Washington, D. C.
Transit Freeze Corp.

Dec. 3 (letter of notification) 75,000 shares of common
stock (par 10 cents). Price—$4 per share. Proceeds—For
expenses incidental to the development of a frozen food
trucking business. Office—152 W. 42nd Street, New York
City. Underwriter — Jerome Robbins & Co., 82 Wall
Street, on a "best efforts" basis. Offering—Expected in
January.

^ Transportation Equipment Development Corp.
Dec. 3 (letter of notification) 16,6$6 shares of common

stock (par $1). Price — $3 per share. Proceeds — For
•working capital. Office—1625 Eye St., N. W., Washing¬
ton, D. Cf. Underwriter—None.

it Transval Electronics Corp.
Dec. 7 (letter of notification) 150,000 shares of capital
stock (par 50 cents). Price—$2 oer share. Proceeds—
For development, equipment and working capital. Office
—10401 W. Jefferson Boulevard, Culver City, Calif. Un¬
derwriter—None.

Trans-World Financial Co.

Oct. 26 filed 645,000 shares of common stock (par $1) of
which 420,000 shares are to be offered for the account of
the issuing company, and 225,000 shares are to be offered
for the accounts of the present holders thereof. Price
— To be supplied by amendment. Proceeds — To
repay bank loans on its own behalf and that of a

subsidiary, and to liquidate the unpaid balance for
the common stock of a subsidiary, with the bal¬
ance to be added to general funds. Office— 8001
Beverly Boulevard,. Los Angeles, Calif. Underwriter—
W. R. Staats & Co., Los Angeles, who has acquired for
investment purposes in exchange for $20,000 cash the

10,000 shares of the filing not accounted for above.
Offering—-Expected shortly.

Tri-State Petroleum Corp.
Nov. 12 (letter of notification) 199,900 shares of common
stock (par five cents). Price—$1.50 per share. Proceeds
—For expenses for drilling and producing oil. Office—
1403 G. Daniel Baldwin Bldg., Erie, Pa. Underwriter—
Daggett Securities Inc., Newark, N. J.

(The) T Transportation Plan, Inc.
Oct. 7 filed $600,000 of' 7% convertible subordinated
debentures, due November, 1969, 60,000 shares of com¬
mon stock (par one cent) and 30,000 common stock pur¬
chase warrants, to be offered in units consisting of $100
of debentures, 10 common shares, and 5 warrants. Price
—$150 per unit. Proceeds—For general corporate pur¬
poses, including working capital. Office—120 Broadway,
New York City. Underwriter—Ross, Lyon & Co., Inc.,
New York states that they are no longer underwriting
this issue.

Turner Timber Corp. , ;
Nov. 12 filed $2,000,000 of 63/4% convertible debentures,
due 1969, and 250,000 shares of common stock (par one
cent), to be offered in uqjts consisting of $1,000 principal
amount of debentures and 125 shares of stock. Price—

$1,001.25 (plus accrued interest from 12/15/59) per unit.
Proceeds—For the acquisition of coal and timber prop¬
erties, with any balance to be added to working capital.
Office—60 E. 42nd Street, New York City. Underwriter
—Frank P. Hunt & Co., Inc., Rochester, N. Y.
United Employees insurance Co.

\pril 16 filed 2,000,000 shares of common stock (par $5).
Price — $10 per share. Proceeds — For acquisition ol
operating properties, real and/or personal, including
office furniture, fixtures, equipment and office space, bj
lease or purchase. Office — Wilmington, Del. Under¬
writer—None. Myrl L. McKee of Portland, Ore., la
President.

U. S. Magnet & Alloy Corp.
Oct. 3 (letter of notification) 150,000 shares of common
stock (par 10 cents). Price—$2 per share. Proceeds—
For general corporate purposes. Office—266 Glenwood
Avenue, Bloomfield, N. J. Underwriter—Robert Edel-
stein Co., 52 Wall Street, New York 5, N. Y.
★ United States Plywood Corp.
Dec. 15 filed $1,000,000 of participations in its Em¬
ployees Stock Purchase Plan for I960, together with
25,000 shares of common stock which may be acquired
pursuant thereto. Office—New York City.

United Tourist Enterprises, Inc.
Jan. 28 filed 4,500,000 shares of class A common stock
(par 50 cents). Price— $2 per share. Proceeds— For
development and construction of a "Western Village"
and for construction' of a Grand Estes Hotel and Con¬
vention Hall, to be constructed in the immediate vicinity
of Estes Park Chalet, located in Larimer County, Colo.
Office— 330 South 39th Street, Boulder, Colo. Under¬
writer—Mid-West Securities Corp., Littleton, Colo. State¬
ment effective Oct. 9.

Universal Container Corporation
Sept. 25 filed 167,500 shares of class A common stock (par
10 cents), of which 150,000 shares are to be publicly
offered. Price— $4 per share. Proceeds— For general
corporate purposes, including provision of funds for the
purchase of the assets of a similarly engaged enterprise,
working capital, new equipment, and expansion. Office v

—Louisville, Ky. Underwriter—Michael G. Kletz & Co.
and Stanley Heller & Co., both ol New York; Stein Bros.
& Boyce, Louisville, Ky.; Roman & Johnson, Fort Laud¬
erdale, Fla. Offering—Expected later this month.

Val Vista Investment Co., Phoenix, Ariz.
June 29 filed 80 investment contracts (partnership in¬
terests) to be offered in units. Price—$5,378.39 per unit.
Proceeds—For investment. Underwriter—O'Malley Se¬
curities Co. Statement effective Aug. 11.
Variable Annuity Life Insurance Co. of America

April 21 filed $4,000,000 of Variable Annuity Policies.
Price—No less than $120 a year for annual premium
contracts and no less than $1,500 for single premium
cont- cts. Proceeds—For investment, etc. Office—1832
M Street, N. W., Washington, D. C. Underwriter—None.
Vickers-Crow Mines, Inc.

Nov. 23 (letter of notification) 150,000 shares of common
stock (par one cent). Price—$2 per share. Proceeds—
For general corporate purposes. Office— 321% Grant
Ave., Eveleth, Minn. Underwriter—Sakier & Co., Inc.,
50 Broad St., New York, N. Y.

Vita-Plus Beverage Co., Inc.
Aug. 11 (letter of notification) 300,000 shares of common
stock (par 10 cents). Price—$1 per share. Proceeds—For
publicity, advertising, business promotion and initiation
of a program of national distribution and for working
capital. Office—373 Herzl St., Brooklyn. N. Y. Under*
writer—Glen Arthur & Co., New York, N. Y.
• Vulcan Materials Co., Inc.
lune 29 filed 10,000 shares of 6V4% cumulative preferred'
stock and 470.356 shares of common stock, offered tcr
the stockholders of Ralph E. Mills Co., Talbott Con¬
struction Corp. and Talco Constructors, Inc., in exchange
for all the outstanding capital stock of these three cor¬

porations, and to the owner of Sherman Concrete Pipe
Co., Chattanooga, Tenn., for the business and assets of
fhat company. Office—Mountain Bvook. Ala Statement
became effective on July 20. This exchange has been
completed.
• Washington Water Power Co. (1/7) —

•, Nov. 24 filed $10,000,000 of first mortgage bonds and
$5,000,000 of sinking fund debentures due 1985. Price—
To be supplied by amendment. Proceeds—To repay
notes due May 2, 1960 in the amount of $12,000,000, with

Continued on page 104
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the balance for construction. Underwriters— Kidder,
Peabody & Co., Blyth & Co., Inc., White, Weld & Co.
and Dean Witter & Co., all of New York.

Wear-Weld Engineering & Mfg. Co.
Nov. 16 (letter of notification) $150,000 of 7% 16-year
debentures to be offered in denominations of $250 and

75,000 shares of common stock (no par) to be offered
in -units of one $250 debenture and 125 shares of com¬
mon stock. Price—$500 per unit. Proceeds—For work¬
ing capital and part uavment of indebtedness to the
bank. Office—4831 S. E. Division Street, Portland, Ore.
Underwriter—Merritt, Vickcrs, Inc., New York, N. Y.
• Wellington 'Electronics. Inc.
May 6 filed 240,000 shares of common stock (par 76
cents. Price—$6 per share. Proceeds—For repayment
of a bank note; to complete the automation of the etched
foil production plant at Englewood, N. J.; for manu¬
facture of machines to be leased to capacitor manufac¬
turers; and for working capital. Office—65 Honeck St.,
Englewood. N. J. Underwriters—Amos Treat & Co., Inc.,
and Truman, Wasserman„& Co., both of. New York

Statement, effective July 8, has been withdrawn.
• Wellington Management Co.
Nov. 30 filed 450,000 shares of Class A common stock
(non-voting), of which 58,000 shares are newly-issued
stock to be acquired by the underwriters from the issu¬
ing company, and the remaining 392,000 shares are out¬
standing shares to be acquired from the present holders
thereof. Price—To be supplied by amendment. Proceeds
—To reduce indebtedness from $1,650,000 to $600,000,
with the balance to be used for working capital. Office—
1630 Locust St., Philadelphia, Pa. Underwriters—Bache
& Co. (handling the books) and Kidder, Peabody & Co.,
both of Nelw York City. Offering—Expected in January.

Western Carolina Telephone Co.
Nov. 4 filed 71,513 shares of common stock (par $5), to
be offered to stockholders on the basis of one new

share for each five shares held. Price—$6.75 per share.
Proceeds—For general corporate purposes, including the
reduction of indebtedness and the continuation of con¬

struction. Office—15 South Main St., Weaverville, N. C.
Underwriter—None.

Western Wood Fiber Co.
March 5 filed 100,000 shares of common stock (par $10)
and 40,000 shares of preferred stock (par $25). Price —

At par. Proceeds—For construction and equipment of
company's plant and for working capital. Office—300
Montgomery St., San Francisco, Calif. Underwriter—
None.

it White-Rodgers Co.
Dec. 3 (letter of notification) 15,000 shares of common
stock (par $5). Price —$20 per share, Proceeds— To
purchase equipment and for working capital. Office—
1209 Cass Avenue, St. Louis, Mo. Underwriter—Scherck,
Richter Co., St. Louis, Mo.

Wyoming Nuclear Corp.
Sept. 11 (letter of notification) 10,000,000 shares of com¬
mon stock. Price—At par (three cents per share). Pro¬
ceeds—For mining expenses. Office—Noble Hotel Bldg.,
Lander, Wyo. Underwriter—C. A. Benson & Co., Inc.,
Pittsburgh, Pa.

York County Gas Co.
Oct. 26 (letter of notification) 5,571 shares of common
stock (par $20) being offered for subscription by stock¬
holders of record Nov. 17, 1959, on the basis of one new
share for each 15 shares then held; warrants to expire
Dec. 21, 1959. Unsubscribed shares go to full-time, regu¬
lar employees (including officers) allowing them to sub¬
scribe for not more than 100 additional shares, subject to
allotment; these rights also expire Dec. 21, 1959. Price—
$47 per share. Proceeds—To pay off a temporary bank
loan. Office—127 W. Market St., York, Pa. Underwriter
•—None. . •

Prospective Offerings
American Jet School, Inc., Lansing, Mich.

Aug. 31 it was announced that the corporation plans to
issue and sell 100,000 shares of common stock (par $1)
Price—To be supplied by amendment. Proceeds—For ex¬
pansion of present Michigan and Ohio sales force to a

national one, and introduction of new courses and resi¬
dent study schools. Business—In correspondence school
business. Office—1609 Kalamazoo St., Lansing, Mich.
Underwriter—In New York, to be named. The company
is presently negotiating with two New York under¬
writers.

Britton Electronics Corp.
It has been reported that this Queens Village, L. I.,

company is expected to offer an issue of common stock
in January, pursuant to an SEC registration. Proceeds
—For plant and equipment, including the expansion of
a semi-conductor line for silicon products. Underwriter
—First Philadelphia Corp., 40 Exchange Place, New
York City.

Brooklyn Union Gas Co.
Dec. 7 it was reported that the company plans to issue
about $20,000,000 of securities in the second quarter of
1960. The precise form of the offering is expected to
be announced in the first quarter. The company's cur¬
rent thinking is that it will take the form of straight
preferred stock. About $120,000,000 is expected to be
spent for construction in the 1959-1964 period, of which
some $80,000,000 will be sought from outside financing,
with the $40,000,000 remainder expected to be internally
generated. Proceeds—The offering now "in the works"
is expected to liquidate bank loans of about $13,000,000
the company will have outstanding as of the end of this
year, in addition to about $2,250,000 of bank loans under¬
taken in order to call in the preferred stock of Brooklyn
Borough Gas Co., acquired by consolidation last June.
This company had about 100,000 meters in the Coney
Island (N. Y.) area. Office—176 Remsen Street, Brook¬
lyn 1, N. Y. f
Coffee House, Inc., Lansing, Mich.

Aug. 31 it was announced company plans to issue and
sell 100,000 shares of common stock (par 10 cents). Price
—To be supplied by amendment. Proceeds — To build
chain of coffee houses, establish commissaries and for
general corporate purposes. Office — 1500 Clifton Ave.,
Lansing, Mich. Underwriter—In New York, to be named.

-k Consolidated Research & Mfg. Corp.
Dec. 16 it was reported that this firm, founded last
August as a Delaware corporation, plans its first pub¬
lic financing in the form of a common stock offering
scheduled for next spring. Buusiness—The company pro-
dues spray containers to combat ice, snow, and fog.
Proceeds—For expansion. Office—1184 Chapel St., New
Haven, Conn. President—Marvin Botwick.

• Duquesne Light Co. (2/23)
Dec. 2 it was announced by Philip A. Fleger, President
and Board Chairman, that the utility's sole financing in
1960 is expected to consist of $20,000,000 of non-convert¬
ible debentures. Underwriter— To be determined by
competitive bidding. Probable bidders: Halsey, Stuart
& Co. Inc.; Kuhn, Loeb & Co.; Eastman Dillon, Union
Securities & Co.; A. C. Allyn & Co., Inc. and Ladenburg,
Thalmann & Co. (jointly); White, Weld & Co.; The First
Boston Corp. and Glore, Forgan & Co. (jointly); Blyth
& Co., Inc.; Drexel & Co. and Equitable Securities Corp.
(jointly).

Engelhard Industries, Inc.
Dec. 2 it was reported that this Newark, N. J., corpora¬
tion might make an announcement in the next two
weeks concerning a forthcoming issue of common stock.

First National Bank of Miami, Fla.
Sept. 14 it was announced stockholders have approved
a proposed offering to stockholders of 150,000 additional

shares of capital stock (par $10) on the Basis pf one
new share for each four shares held. Price—$40 per
share. Proceeds—To increase capital and surplus- lJn"
derwriter—None.

Florida West Coast Corp. ^
Oct. 22 it was reported that a public offering of common
stock is expected later this year. Proceeds — For
acquisition. Office—30 East 60th Street, New York City.
Underwriter—Midtown Securities Corp., same address.
Registration—Expected in a couple of weeks. Oifering
—Expected in January, 1960.

Hawaiian Telephone Co.
Aug. 3 it was reported company received approval from
the Territorial Public Utilities Commission to issue about
$4,500,000 of new bonds. Last bond issues were placed
privately.
Hi-Press Air Conditioning Corp. of America

Dec. 8 it was reported that this corporation expects to
register 200,000 shares of common stock in the next few
weeks. Price — $3 per share. Proceeds — For working
capital and equipment. Office—405 Lexington Ave., Ney/
York City. Underwriter'—- Plymouth Securities Corp.,
New York City, who will work on a gross commission
of 12%.

independent Radio, Inc., Lansing, Mich.
Aug. 31 it was announced company plans to issue and
sell 100,000 shares of common stock (par 10 cents). Price
—To be supplied by amendment. Proceeds—For acqui¬
sition of radio stations. Business -— Radio broadcasting.
Office—130 Shepard St., Lansing, Mich. Underwriter—
In New York, to be named.
National Mail Order Co., Lansing, Mich.

Oct. 5 it was announced company plans to register an
issue of 100,000 shares of common stock (par 10 cents).
Price—To be supplied by amendment. Proceeds—For
expansion and working capital. Office—130 Shepard St.,
Lansing, Mich. Underwriter—To befiamed later in New
York State.

Nedick's Stores, Inc.
Nov. 12 it was reported that the company is contem¬
plating the placing in registration of 17,000 shares of
common stock. About 66% of the issue will be sold
for the company's account and the remaining 34% bal¬
ance will be sold for the account of a selling stockholder.
Underwriter—Van Alstyne, Noel & Co., New York.

South Carolina Electric & Gas Co.
June 22, S. C. McMeekin, President, announced plans
to sell approximately $8,000,000 of bonds in December,
1959. Proceeds—To repay bank loans incurred for cur¬
rent construction program. Previous issues have been
placed privately.

Tampa Electric Co.
Sept. 14 it was reported that the company is planning
the sale of about $7,000,000 of additional common stock,
probably in the form of a rights offering and a negoti¬
ated underwriting. Last rights offering was underwritten
by Stone & Webster Securities Corp., New York.
Transcontinental Gas Pipe Line Corp. .

Sept. 29 it was announced that the company plans to
come to market twice in 1960 with the sale of first

mortgage bonds, and common and preferred stock. Pro¬
ceeds—To raise permanent funds for the financing of
its 1960 expansion program. Office—Houston, Texas.
West Florida Natural Gas Co.

Nov. 25 it was reported that the company is contemplat¬
ing the filing of an amendment to its original registra¬
tion statement of Aug. 28 which will provide for the
specific type of securities to be offered in exchange for
the company's presently outstanding 6% 20-year income
debenture bonds. It was originally contemplated that
the proposed financing would consist of $837,200 of
71/2% subordinated debentures and warrants to purchase
25,116 shares of class A common stock ($1 par). White,
Weld & Cc. and Pierce, Carrison, Wulbern, Inc. (jointly)
will underwrite the offering. It is expected that the
offering will take place early in January.

Downtown Glee
Club to Give
Christmas Concert
Fo^ the past 34 years a group of
approximately 175 men have
gathered weekly in .lower Man¬
hattan during a season of eight
months to join in song and to
enjoy the resulting musical and
social fellowship.

This body of men, the Down¬
town Glee Club, is drawn from all
walks of life; business, profes¬
sional and the arts. Their love of
music brought them into associa¬
tion originally and has fostered
a deep loyalty to this organization
over the passing years. The Club
is supported by the dues of the
active members and by ticket
.subscriptions of associate mem¬

bers.

This week—Friday, Dec. 18 at
8:30 p.m.—they stage their 34th
Annual Christmas Concert. Among
those in the brokerage, invest¬

ment banking, and investment
counsel business are:

A. J. Bright, Salesman with
Malon S. Andrus, Inc.
John B. Dighton, Salesman with

Roosevelt & Cross, Inc.
Elbert A. Holt, Statistician,

Moody's Investors Service.
Charles W. Marquiss, Syndicate

Sales, Smith Barney & Co.
Joseph F. McKeever, Assistant

Head Order Department with
DeCoppet & Dpremus.
Harold L. Ostergren, Vice-

President, Dillon Read & Co., Inc.
Lester C. Stutts, Manager In¬

vestment Research Dept., Laird
Bissell & Meeds.

Gerard Tonachel, Vice-Presi¬
dent, Standard & Poor's Corpora¬
tion.

Walter E. Sullivan, Institutional
Salesman with Hayden, Stone &
Co.

Lester A. Walters, Methods
Analyst, Merrill Lynch, Pierce,
Fenner & Smith, Inc.

James S. Ferris, Analyst, both
with De Vegh & Company, In¬
vestment Counsel.

Musical ability and Glee Club
experience are the major require¬
ments for membership in the or¬

ganization, which—along with the
New York Philharmonic Orchestra
and New York Oratorio Society—
is one of the only three groups to
appear at Carnegie Hall consecu¬
tively for over 30 years. The Hall
now is scheduled for dismantle¬
ment.

Conductor of the group is Dr.
George Mead, organist and choir
director of Trinity Church, New
York.

Wagner, Stott Partner
Morris Glazer will become a part¬
ner in Wagner, Stott & Co., 20
Broad St., New York City, on

January 1.

Payson Adds to Staff

T-Tqqq ~Dqttyy^/An rl York dated March 27, 1959. The
llddb, lXdy IllUIlUUyU. Beryllium Corp. is one of the

largest users of beryllium ore in
the United States and is a leader
in the field cf research and pro¬
duction in the beryllium field.

Kenneth Van Horn, Order Dept.,
A. M. Kidder & Co.

Wellesley W. Bowdish, Account
Manager, and

(Special to The Financial Chronicle)

PORTLAND, Maine — James D.
Riordan has been added to the
staff of H. M. Payson^ Co., 93
Exchange St.

Sells Beryllium
Common Stock
Haas, Raymond & Co. offered and
quickly sold on Nov. 23 200,000
shares of the common stock of the
Standard Beryllium Corp., of 1776
Broadway, New York City. The
price was $1.50 per share.
The company is engaged in the

business of buying and reselling
Beryllium ore and other pegma-
titic minerals The company does
not engage in, nor does it presently
propose to engage in, any mining
operations or exploratory mining
operations. It has since its incep¬
tion only dealt in the buying and
selling of ore and does ont own

any mining properties with the
exception of its investment in Ma-
cons, Ltda. The company pur¬

chases all of the Beryllium ore
from mining companies located in
Brazil and substantially all of
such ore is resold to The Beryl¬
lium . Corp., Reading, Pa., under
an agreement executed in New

25th Anniversary
For B. W. Pizzini
B. W. Pizzini & Co., 25 Broad
Street, New York City, is cele¬
brating its 25th anniversary.
Founded on Dec: 17, 1934, B. W.

Pizzini & Co., is a member firm
of the New York Stock Exchange
and an associate member of the
American Stock Exchange. Gen¬
eral partners include W. Gurden
Halsey, another founder of the
firm; Russell Hartranft, Jr.; Fred¬
erick J. Pflugfelder; and Walter
V. Bradley. Chester Bland is a

limited partner.

Rejoins Thomson McKinnon

OSHKOSH, Wis.—Harold C. Bar¬
low has rejoined the staff of
Thomson & McKinnon, First Na¬
tional Bank Building.
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Security Traders
Ass'n. of Chicago
The following officers have been
chosen by the Security Traders
Association of Chicago for 1960:

George F. Hummel Charles G. Scheuer

President: Charles G. Scheuer,
Wm. H. Tegtmeyer & Co. _

Vice-President: George F. Hum¬

mel, Reynolds & Co.
'

*

Secretary: Theodore E. Wouk,
First National Bank of Chicago.
*

Treasurer: Glen J. Thomas, Har¬
ris, Upham & Co. .: ;

, Trustees of the Gratuity Fund
(two-year term): Fred J." Casey,

Doyle, O'Connor & Co., and Henri
P. Pulver, TMcMaster, Hutchinson
& Co.

The Association will hold its an¬

nual Mid-Winter Party at the
Ambassador West, Guild "Room,
on January 25. r : -

Massachusetts

-lIe ,

DIVIDEND

Massachusetts Life Fund is
• paying a .dividend ,'of 24 cents' "
-•

per siiare from net investment
income for the quarter ending -

• 'December 31, 1959t ■:
A distribution of 35 cents

_

per share from realized'capi¬
tal gains is also being made
by the Fund. r . . ~

The dividend from;income _

and the capital gains distribu¬
tion are payable to the.Trustee
December 14,1959 and'are dis- *
tributable January 1, I960 to -

.. trust beneficiaries of record .at

the close of business December *

11, 1959 (as trusts provide)..

tstta±bc€c/u±e/h £/Cob/ti/a/
tfnbtdance rCcin/iaHy, Trustee

50 State Street, Boston

You may have a FREE booklet about

\U/

lorida
GROWTH

FUND, He
The prospectus describes this Fund
which invests in companies doing
business in, but not necessarily dom¬
iciled in, Florida and the entire South,
believed to have growth possibilities.

i 1
j NAME J
J ADDRESS I
j CITY I

j FRANK B. BATEMAN LTD. j
National Distributor

243 South County Road
Palm Beach, Florida

MUTUAL FUNDS
BY ROBERT E. RICH

Here and There on the Fund Scene

Since this is the time of the year when nearly everybody takes
stock and ventures a prediction for the year ahead, it is only
logical that someone should see fit to size up the mutual fund
outlook for 1960. Someone has. The mutual fund service division
of Kalb, Voorhis & Co., member of the New York Stock Exchange,
.has just released the results of a survey of a cross-section of
funds with assets totaling $3.5 billion, about 20% of the combined
assets of all open-end investment companies. What the survey
shows is that mutual fund sponsor companies are predicting an
average- 15% increase in sales; for 1960 over this year. Fund

- dealers, more enthusiastic chaps, look for an average 25% increase.
This year's growth in fund assets, reports the Kalb, Voorhis

study, was largely the result df lump sum investments. These
accounted for 61% of sales, compared to 30% through various
plans and 9% through dividend reinvestment. Yet more than
one-third of dealers replying said they will put the greatest
emphasis on contractual plans next year. In states where con¬
tractual plans are not permitted, more than one-half of the
dealers reported they intended to push hardest for voluntary
plans. Replied one highly optimistic dealer: "With all the
favorable publicity, growing acceptance and outstanding per¬
formance records, we have only one way to go—up."

o # ; • -1' <• ■'

"The whole trend in mutual fund retailing is toward a more

professional approach." Those are the words of Norman F. Dacey,
who heads up Norman F. Dacey and Associates, financial con¬
sultants and trustees of Bridgeport, Conn. Like Fiduciary Mutual
Investing Co., mentioned in this column two weeks ago, Dacey
is making it his business to lure away some of the banks' trust
business for the mutual funds. His particular device is the Dacey
Trust, which will take mutual fund shares into trust for those
interested in such service. Within a week or so, Dacey will an¬
nounce the publication of a fact-filled booklet entitled "A Modern
Plan for Your Tomorrows." It will be available to fund dealers
for their clients. Here is an extract: "Ordinarily, the principal
factors in the. choice of a bank trustee are faith and hope. . . .

The use of a mutual fund as the medium of investment in a

living trust permits the selection of management on a much more

knowledgeable basis. . . ." . .

- * * i * * '

One piece of pending legislation fund men have been eyeing
hopefully is the Simpson-Keogh Bill, which provides for tax
deferrals in retirement plans for the self-employed. This bill,

Investors Inc., a Kansas City, Mo, Wninlrnv Via
investment company started in VV C/lCivt/I L(J JDt/
November, 1958, are expected to ■* it • T* j_

exceed $1,000,000 before the end Managing raitner
of the year. The company offers Ar. p, -j-, xx . . ^
two classes of stock-20th Cen- (Jl E. I . HUttOIl CO.

; rtury Income Investors and 20th
Century Growth Investors. ' Ruloff E. Cutten, senior partner

.j. . t and Chairman of the Executive

, Company 61 Broadvray, New°York
eliminate the redemption- charge

; on the fund's shares. Currently,
Energy Fund shares are redeemed
by the fund at 99% of net asset
value. Stockholders will be asked

c to ratify the proposal at the an-,

nual meeting on Jan. 19, 1960. -

In the year ended Oct. 31, Axe-
Houghton Fund B, Inc. increased
its net assets from $100,382,982,
equal to $7.87 per share, to $129,-
497,362, equal to $8.28 per share.
Largest common stock holdings
(in order) at year-end were:

Metropolitan Broadcasting Corp.,
City Investing, Pittston, Unilever
N. V., Norfolk & Western Rail-

TheodoreWeicker, Jr.

tions. Mr. Cutten

City since
1938, has an¬
nounced that
Theodore

Weicker, Jr.,
now a general
partner and
Vice-Chair-
man of the

Executive
Committee,
will become

managing
partner of the
firm Jan. 1,
with full au¬

thority to di¬
rect all opera-
will - become

way, Dana Corp., Missouri Pacific Chairman of a .new Committee
Railroad, Pennsylvania Railroad qvlvan
and Cuban Electric Co, -

c e £ general' payrtnaeI
* * since 1938, will become Vice?

The board of directors of Worth Chairman of this Committee*.

Fund, a closed-end investment Other members will be managing
company specializing in textile partner Weicker and general part-
and related securities, has de- ners Gerald M. Loeb of New York,
clared its first cash dividend, Franklin G. Clement of Chicago,
which will amount to $1 per share Murray Ward of Los Angeles, and
and be paid Dec. 28. At the same W. Allen Taylor of Dallas,
time, the directors initiated pro- E. F. Hutton & Company, or-
ceedings to convert Worth Fund ganized in ■ 1904, has 36 offices
into an open-end investment com- throughout the United States,
pany. •;<*A . special . „ stockholders' Mr. Weicker brings to his new
meeting will be called for this p0st a broad background of man-
purpose. ' - - agement and financial experience.

* * *
About half of his business life has

•.Florida Growth Fund, Inc. re- been with the firm of E. R. Squibb
ports that sales for the first 11 & Sons and the other half in the
months totaled $1,654,511, an in- brokerage business with his own
crease of 155% over the..same firm and with E... F. Hutton &
period of-last year.-Sales for No- Company.- . . .

authorizing: the purchase of investment company shares for such . vember amounted to $168,602, an At Squibb he organized, staffed
J Vs.-.* 4-Vs. /s. TT-,,„a > J f. i _■ i f • At_ ' n J 1 rtoi'n Atrhi* TVTATrnmKni* "A-f • * ■«. »J o • .plans, was passed by the House and is now lodged in the Senate

Finance Committee. The Treasury currently opposes the bill on
the ground that it might create precedent for tax changes in
retirement plans generally and consequent loss of Federal revenue.
But government money men are still looking into the matter.
Says Treasury General Counsel David A. :Lindsay: "The entire
question merits and is being given extensive study." ,L '.

119%
1958.

gain over ; November and supervised all its foreign op¬
erations which became one of the

; , \ \ most successful operations of its
Eaton. & Howard, Inc., Boston kind in the world, in his own firm

investment management firm, is 0f Weicker & Co. he had the larg-
celebrating the 35th anniversary est number of members of the
of its founding by Charles F. Exchange ever in one partnership
Eaton, Jr., its President, and the engaged solely in the business oJ
late John G. Howard. The firm handling roundlot transactions for
manages Eaton-& Howard Bal- other firms,
anced Fund and Eaton & Howard

f ■

Stock Fund, which have com- R. W. Thomas Opens
bined assets of more than $350,- (Special to the financial chronicle)

.
„r A ^ ^ J , . 000,000. SKOKIE, 111.—Robert W. Thoma^Sales of Wellington Fund dur- years, may offer real investment * : * * . in a securities busi

ing the first 11 months of the year opportunities." Commonwealth Stock Fund re- ls enSaginS in a se
came to $129,523,174, up by $21,- • * * ; ports that on Oct. 31 net assets ness from offices at 5430 Foste
795,510 over the same period of In declaring a fourth quarter amounted to $13,300,770, equal to St. under the firm name o
1958, President Joseph E. Welch dividend of 14c per share, di- $15.18 on each of 891,589 shares. Thomas Investment Co. He wa
of Wellington Company, Inc., an- rectors of Broad Street Investing This compares with $8,493,508, . , ifb George M Bake
nounces. For November alone, Corp. noted an anniversary: 30 $13.93 a share and 609,694 shares.™ y
sales amounted to $12,233,638, a years of uninterrupted dividends on Oct. 31, 1958. & Co.
$676,419 gain over November of from investment income. * ?s

last year. At the close of business on Oct. ——gg
* * * 31» the Income Fund of Boston, Mutual Income Fund hiad net

Observes Pioneer Fund, Inc. in Inc. had 63.21% of its assets in assets
its bulletin "Pioneering:" "There common stock, 19.58% in bonds ^"on? $^657,036 a y®a •
is widespread uneasiness over the and 14.19% in preferred stock. Punpg ™ fS™ Rin^i9~
future of the dollar. Before long, One year ago, the fund was more ing rose t0 ^ ' ' '
surely, some politician will turn heavily invested in common stock, * * *
statesman and rally public sup- which accounted for 77.17% of Emerson W. Axe, President of
port behind the measures neces- assets compared to 11.21% in Axe-Houghton Funds, regards the
sary to restore the dollar to first bonds and 9.56% in preferred high level of interest rates as the
place in the markets of the world, stock. Common stocks eliminated principal unfavorable factor in
If this faith is justified, the fu- in the latest quarter: Moore Mc- the business outlook. But Mr.
ture of bond prices looks less dis- Cormack Lines, Norfolk & West- Axe is optimistic. "The gold out-
mal than many observers now be- ern Railway and United Fruit, flow,"
lieve. Thus the present bond Added was Virginian Railway,
market, in which prices are close * * * -

to the lowest levels of many Total assets of 20th Century

CONSIDER...

EATON & HOWARD

s«rss«

Affiliated
Fund

^ f* • ♦♦»* *

A Common Stock Investment Fund

Investment objectives of this Fund
are possible long-term capital and
income growth for its shareholders.

Prospectus upon request

Lord, Abbett & Co.
New York —- Chicago — Atlanta — Los Angeles

he observes, "has been
sharply reduced and there is less
divergence between interest rates
here and abroad than there was a

year ago. It seems probable,
therefore, that interest rates will
not become so high as to prevent
a generally satisfactory level of
business during the coming year."

Klapper in NYC
D. Klapper Associates is now
conducting its business from of¬
fices at 63 Wall St., New York
City. The firm's offices were pre¬
viously in Brooklyn.

Daugherty, Butchart Adds
(Special to The Financial Chronicle)

PORTLAND, Ore. —Roy Holla-
baugh is now with Daugherty,
Butchart & Cole Inc., 729 South¬
west Alder Street. ,

\vwes
<eUe '

blocks
co^e
gro

and vn

<0rd' PossV°nd
oiP

\r\covoe-

"ZVrt'S *■

incorhe. dncl

Prospectuses available from
your Investment Dealer or

EATON & HOWARD, Incorporated
24 Federal St., Boston 10, Mass.

□ BALANCED FUND □ STOCK FUND

Name

Address ^
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Indications of Current
Business Activity

The following statistical tabulations cover production and other figures for the
latest week or month available. Dates shown in first column are either for the
week or month ended on that date, or, in cases of quotations, are as of that date:

AMERICAN IKON AND STEEL INSTITUTE:
Indicated Steel operations (per cent capacity) — uec. u
Equivalent to— 10

Steel ingots and castings (net tons)-- uec.
AMERICAN PETROLEUM INSTITUTE:
Crude oil and condensate output—daily average (obis.
42 gallons each) —:—.—<———

Crude runs to stills—dally average (bbls.)———. —Dep.
Gasoline output (bbls.)—— — —~®c"
Kerosene output (bbls.)———— —— ;——~*;c-
Distillate fuel oil output (bbls.) Dec.
Residual fuel oil output (bbls.) —---—■■— Re¬
stocks at refineries, bulk terminals, in transit, in pipe lines— /
Finished and unfinished gasoline (bbls.) at- — Re-
Kerosene (bbls.) nt —Dec.
Distillate fuel oil (bbls.) at Dec.
Residual fuel oil (bbls.) at—. . Dec.

ASSOCIATION OF AMERICAN RAILROADS:
Revenue freight loaded (number of cars) Dec.
Revenue freight received from connections (no. of cars)—Dec.

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING "
NEWS-RECORI):

TA

Total U. S. construction— ———Dec. 10
Private construction-—— —-— Dec. 10
Public construction —— Dec. 10
State and municipal——— Dec. 10 .

Federai ■ ———<—-—Dec. 10
COAL OUTrUT (IT. S. BUREAU OF MINES):
Bituminous coal and lignite (tons).— ———-Dec. 5
Pennsylvania anthracite (tons)-——.— ———Dec. 5

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE
SYSTEM—1947-19 AVERAGE = 109 — Dec. 5

EDISON ELECTRIC INSTITUTE:
Electric output (in 000 kwh.) Dec. 12

FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN &
BRADSTREET, INC.— Dec. 10

IRON AGE COMPOSITE PRICES:
Finished steel (per lb.) Dec. 8

Pig iron (per gross ton). Dec. 8
Scrap steel (per gross ton)-———— Dec. 8

METAL PRICES (E. & M. J. QUOTATIONS):
Electrolytic copper-
Domestic refinery at Dec.
Export refinery at Dec.

Lead (New York) at— Dec-
Lead (St. Louis) at Dec.
tZinc (delivered) at — Dec.
Zinc (East St. Louis) at Dec.
Aluminum (primary pig. 99.5% ) at Dec.
Straits tin (New York) at — Dec.

MOODY'S BOND PRICES DAILY AVERAGES:
U. S. Government Bonds—— —— —— —Dec. 15
Average corporate———-— Dec. 15
Aon -— —•— „™Uec. 15Aaa

Dec. 15

A —"III—— - - Dec. 15
Baal"—III—— - - - Dec. 15
Railroad Group ; Dec. 15
Public Utilities Group Dee. 15
Industrials Group —-— —Dec. 15

MOODY'S BOND YIELD DAILY AVERAGES:
-u. S. Government Bonds -Dec. 15
"Average corporate —Dec. 15
Aaa ■ £ec. 15
Aa Dec. 15
A : Dec. 15
Baa"——— — ^c. 15
.Railroad Group : Dec. 15
Public Utilities Group—— —Dec. 15
Industrials Group Dec. 15

MOODY'S COMMODITY INDEX™ — Dec. 15

NATIONAL FArERBOARD ASSOCIATION:
Orders received (tons) —Dec. 5
Production (tons) Dec. 5
Percentage of activity Dec. 5
Unfilled orders (tons) at end of period -Dec. 5

on,, PAINT AND DRUG REPORTER PRICE INDEX—
1949 AVERAGE—100— Dec. 11

ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM¬
BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS

Transactions of specialists in stocks in which registered-
Total purchases- Nov. 20
Short sales * Nov. 20
Other sales —— -Nov. 20

Total sales —— — Nov. 20
Other transactions initiated off the floor—
Total purchases— ——— -Nov. 20
Short sales — >'*• Nov, 20
Other sales — — — -Nov. 20

Total sales Nov. 20
Other transactions initiated on the floor—
Total purchases™ Nov. 20
Short sales — —— Nov. 20
Other sales —-—Nov. 20

Total sales Nov. 20
Total round-lot transactions for account of . members—
Total purchases Nov. 20
Short sales Nov. 20
Other sales ; :— Nov. 20

'
-

Total sales 1— — ^ov. 20

STOCK TRANSACTIONS FOR ODD-LOl ACCOUNT Ot ouO-
LOT DEALERS AND SPECIALISTS ON N. Y. STOCK
EXCHANGE—SECURITIES EXCHANGE COMMISSION

'Odd-lot sales by dealers (customers' purchases)—t
Number of shares .Nov. 20
Dollar value Nov. 20

Odd-lot purchases by dealers (customers' sales)—
Number of orders—Customers' total sales Nov. 20
Customers' short sales —Nov. 20
Customers' other sales ; Nov. 20

Dollar value Nov. 20
Round-lot sales by dealers— *
Number of shares—Total sales —Nov. 20
Short sales — Nov. 20
Other sales Nov. 20

Round-lot purchases by dealers— Number of shares Nov. 20

TOTAL ROUND-LOT STOCK SALES ON THE N. Y. STOCK
EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS
FOR ACCOUNT OF MEMBERS (SHARES):

Total round-lot sales—
Short sales Nov. 20
Other sales Nov. 20

Total sales Nov. 20
WHOLESALE PRICES, NEW SERIES— U. S. DEPT. OF

'

LABOR—(1947-49= 100):
Commodity Group—
All commodities ,— Dec. 8
Farm products Dec. 8
Processed foods.: Dec. 8

All commodities other than farm and foods Dec. 8

Latest
Week

§90.4

Previous Month Year
Week'' Ago Ago

*90.5 78.9 74.5

§2.729,000 *2,732,000 2,233,000 2,01ll,000

7,020,525

H,983,000
28,772,000
2,000,000
13,168,000
0,713,000

181,400,000

30,351.000
104,093,000
53,898.000

049,039
524.583

$293,700,000
134.800,000
138.900,000
98,700,000
40,200.000

9,050,000
440.000

249

14,107,000.

248

0.196c

$00.41

$42.50

33.375c
31.250c

13.000c

12.800c

13.000c

12.500c

24.700c

100.000c

81.19
83.79

87.59

85.4G

83.06

79.01

81.06

83.91

85.85

4.45

4.88

4.59

4.75

4.89

5.27

5.05

4.87

4.72

374.4

338,553
295,929

86

470,497

111.67

2,695,570
419,240

2,250,120
2,669,300

379,500
34,100
403,840
437,940

1,005,310
240,063

1,073,473
1.313,536

4,080,380
693,403

3,727,433
4,420,836

1,959,235
$101,064,443

1,644,026
10,675

1,633,355
$81,686,253

425.630

4~2~5~630
738,900

• ■

833,500
17,098,380
17,931,880

119.0
85.3

105.3
89.4

128.6

6,908,075
7,973,000
28,957,000
2,333,000
12,904,000
7,040,000

179,179.000
31,092,000
170,880,000
56', 189,000

574,120
533,385

$383,400,000
233,400,000
150,000,000
79,400,000
'70,000,000

*8,000,000
421,p00

170

13,907.000

201

6.190c

$00.41

$43.50

33.475c

29.650c
13.000c

12.800c

13.000c

12.500c

24.700c

99.625c

81.73

84.17

87.99

80.11

83.79

79.25

, 82.03
84.30
80.38

4.37

4.85

4.56

4.70

4.88

5.25
5.02
4.84

4.68

377.2

275,752
310,853

91

438,833

111.54

2,648,330
419,310

2,191,190
2,610,500

510,280
59,100
508,950
568,050

864,570
137,810
868,745

1,006,555

4,023,180
616,220

3,568,885
4,185,105

1,828,308
$93,652,438

1,502,830
9,686

1,493,144
$76,890,597

374,870

374^870
684,170

745,430
16,195,860
16,941,290

118.9
84.9

105.2
89.7
128.6

6,898.975
7,681.000
27,575,000
2,267,000
12,083,000
6,080,000

175,800.000
32,704.000
181,024,000
57,799,000

500,058

, 510.900

$444,300,000
205,700,000
178.000,000

148,900,000
29,700.000

7,075,000
423.000

155

0 13,270.000

285

0.190c

$00.41

$40.17

34.525c

31.525c
13.000c

12.800c

13.000c

12.500c
24.700c
101.250c

83.25

84.17

87.99
80.11

84.04

78.78
82.40

83.79

80.11

4.19

4.85

4.56

4.70

4.80

5.29

4.99

4.88

4.70

388.4

301,1G1
319,477

94

523,320

111.71

2,209,290
316,070

1,834,050
2,150,720

496,030
73,820

458,880
532,700

806,540
111,710
754,273
865,983

3,505,860
502,200

3,047,203
3,509,403

1,505,776
$79,971,089

1,295,247
11,965

1,283;282
$63,675,160

329,660

3291660
606,320

661,920
13,772,620
14,434,500

119.2
86.4
105.7

92.7

128.7

7,067,285
7,666,000

28,146,000
2,221,000
12,620,000
6,712,000

174,305,000
31,009,000

155,820,000
05,137,000

594,884
,513,068

$353,298,000
170,871,000
182,427,000
139,233,000
43,194,000

9,160,000
452,000

244

13,450,000

267

6.196c
$60.41

$39.83

28.500c

26.825C

13.000c

12.800c

12.000c

11.500c
24.700c

99.250c

87.23
90.03

95.16

93.52

90.06

84.30
88.67

90.48
92.64

3.69
4.37

4.06

4.17

4.41

4.84

4.51

4.38

4.23

391.0

344,015
277,282

84

438,091

110.61

2,802,270
582,460

2,248,140
2,830,600

612,100
53,700
621,810
675,510

958,335
149,100

1,016,092
1,165,192

4,372,705
785,260

3,886,042
4,671,302

1,900,583
$88,492,604

1,892,415
9,669

•- "1,882,746
$89,780,578

598,270

5981270
582,920

947,950
20,989,220
21,937,170

119.0
90.1

108.7
102.1

127.0

'Revised figure, flncludes 949,000 barrels of foreien crude runs. flBased on new annual canaritv of
as of Jan. 1. 1959. as against Jan. 1, 1958 basis of 140.742,570 cons. tNumber of ordersnot :renorted
Monthly investment Plan. JPrime Western Zinc sold on delivered basis at centers where freight from Eas^St LoSs exceeds
one-half cent a pound. '

;(?( JA -o-

r*

AMERICAN GAS ASSOCIATION—For month of

September:
Total gas sales (M therms)1.
Natural gas sales (M therms-)—*
Manufact'd <fe mixed gas. sales (M therms)

AMERICAN ZINC INSTITUTE, INC.—Month of
November:

Slab zinc smelter output all grades (tons of
2,000 pounds)— —

• Shipments (tons of 2.000 pounds)—
Stocks at end of period 4 tons

CASH DIVIDENDS—PUBLICLY REPORTED BY
"

* U. S. CORPORATIONS—U. S.^DEPT. OF
COMMERCE — Month of October (000's
omitted) — ——_—t- ;

CONSUMER CREDIT OUTSTANDING—BOARD
OF GOVERNORS OF THE FEDERAL RE¬
SERVE SYSTEM—REVISED SERIES—Esti¬
mated short and intermediate term credit
in millions as of October 31:

Total consumer credit —

Instalment credit .—J, —

Automobile — J._
Other consumer goods_— I
Repairs and modernization loans™:. >L~
Personal loans

Noninstalment credit • — * ,

Single payment loans-....,;.,——
Charge accounts
Service credit

COTTON AND LINTERS—DEPARTMENT OF
COMMERCE—RUNNING BALES: V

Consumed month of October
In consuming establishments as of Oct. 31__
In public storage, as of Oct. 31 I
Linters—Consumed month of October
Stocks Oct. 31 —

Cotton spindles active as of Oct. 31

COTTON PRODUCTION (DEPT. i OF COM¬
MERCE): (running, bales) as of Dec. 1

COTTON SEED AND COTTON SEED PROD¬
UCTS—DEPT. OF COMMERCE—Month of
October:

Cotton Seed—
Received at mills (tons). — '
Crushed (toils) __i

Stocks (tons) Oct. 31 —

Cake and Meal— <
Stocks (tons) Oct. 31—_• ; —

Produced (tons)
Stocks (tons) 2— —,

Hulls—

Stocks (tons) Oct. 31 „ .———_

. Produced (bales) • ' -i-' • ■

Shipped (tons) —— :
Linters—

Stocks (bales) Oct. 3.1— — :
Produced (bales) ^

Shipped (bales) —l.

DEPARTMENT STORE SALES—FEDERAL RE¬
SERVE SYSTEM—1947-19 Average^!00-
Month of November:'

Adjusted for seasonal variation—2_:
Without/seasonal adjustment —

EDISON ELECTRIC INSTITUTE—
Kilowatt-hour sales to ultimate consumers—

Month of September (000's omitted)
Revenue from ultimate customers—Month of

September——... — 1 ^

Number of ultimate customers at Sept. 30
MOODY'S WEIGHTED AVERAGE YIELD

100 COMMON STOCKS—Month of Nov.:
Industrials (125)
Rpilroads (25) I : :

Utilities (not incl. Amer. Tel. & Tel.) (214)
Banks (|5) —^

Insurance (10) — ...

Average (200) .

PORTLAND CEMENT (BUREAU OF MINES)—
Month of October:

Production (barrels-).— : „

Shipments from mills (barrels)—.
Stocks at end ol month (barrels)..,
Capacity used (ner cent)^

RAILROAD EARNINGS CLASS I ROADS (AS¬
SOCIATION OF AMERICAN RRs.)—Month
of October:

,

Total operating revenues,-—
Total operating expenses
Taxes ' .... —

Net railway operating income before charges
Net income alter charges (estimated)

RUBBER MANUFACTURING ASSOCIATION
INC.—Month of October:'

Passenger Tires (Number of)—
Shipments —* — ;
Production 1 ———

Inventory —

Truck and Bus Tires (Number cf)-
Shipments
Production —. —

Inventories . •

Tractor Implement Tires (Number of)-
Shipments
Production

Inventory ^.-u—.

Passenger Motorcycle, Truck and Bus Inner-
Tubes (Number of)—

Shipments
Production ~
Inventory

Tread Rubber (Camelback)—
Shipments (pounds),

, Production (pounds)
Inventory (pounds) ——— ~

U. S. OUvT. STATUTORY DEBT LIMITATION
—As of Nov. 30 (000's omitted):

Total face amount that may be outstanding
at any time ;

Outstanding—
Total gross public debt—
Guaranteed obligations not owned by the
Treasury

Total gross public debt and guaranteed
obligations ;

Deduct—other outstanding public debt obli¬
gations not subject to debt limitation,

Grand total outstanding
Balance face amount of obligations issuable
under above authority

UNITED STATES GROSS DEBT DIRECT AND
GUARANTEED—(000's omitted):

As of Nov. 30 ;
General funds balance I

Net debt

Computed annual rate ~~~2
■ ' i , ' • -v' ' i ' •» ' "f ii* *

Latest

Month

5,500,500
5,409,000

91,500

62.340

77,440
170,157

Previous

Month

5,526.100
5.439.200

86.900

03,938
05.723
191,251

Year

Ago

5.010.200
4.918.500

97,700

65,174
- 83,000
191.744.

$833,200 4$1,884,600 $819,500

$49,872
38,421

16,659
9.534

2,053
9,575

11,451
4,050
4,525
2,870

$49,350
37,902
10.470
9,390
2,013
9,489
11,388
4,084
4,390

2,914

$43,096
33,232
14,254
8,345

, 2,298
9,335
10,464
3,512
4,299
2,653

732,245 862.830 839,122

976,310 744,865 .1.348,557

12,408,410 9.758,383 • 10.310,646
« 115,349 139,973 104,271

497,077 442,222 779,082

17,048,000 17,652.000 17,650,000

14,701.000 14,801.000 11.435,323

1,832,200 *1,123,100 , 1.643,020
782,200 501.100 - ' 712,407

1,937,500 887,500 1,437.455

110,800 97,000 116,105
361,800 226.900 329,102
348,000 217,700 284,212

00,800 43,100 121,677
.' 172,000 • 112,200 160,223

148,300 102,200 128,972

184,400 134,800 212,371
239,700 *153,000 217,118
190,100 *128,100 152,673

145 144 137

177 *150 166

54,078,G12 53,058,201 49,233,267

$921,510,000 $900,896,000 $840,944,000
57,223,930 57,037,919 55.930,887

3.16 3.14 3.34
5.09 4.95 4.61
4.04 4.01 4.05
3.57 3.70 4.09
2.83 3.03 2.68
3.38 3.36 3.54

31,127,000 32,590,000 32,847,000
32,282,000 35,098,000 36,615,000
23.912,000 25,341,000 20,415,000

.89 97 98

$808,291,666 $769,210,827 $903,142,822
625 821.487 015 148,300 ■y 651,224,849
87,023,602 81,833,433 108,921,065
67,091,965 45,780,612 114,836,481
50,000,000 30,000,000 97,000,000

8,722,325 7,850,220 6,972.137
9,374,262 8.803,572 7,982,594

20,287,143 19,635,976 .-17,134,475

1,546,549 1,447,954 1.481,780
1,509,721 1,229,214 v 1,361,468
2,863,611 2,905,918 2,778,714

267,364 315,745 317,992
320,264 316,131 347,888
919,674 354,017 713,997

3,915,470 3,692,581 3,566,665
4,391.930 4,064,885 3,767,846
9,088,222 8,334,261 7,869,030

53,856,000 44,055,000 53,238,000
49,653,000 44.929,000 49,952,000
28,841,000 33,502,000 29,226,000

$295,000,000 $295,000,000 $288,000,000

290,588,827 291,253,000 283,059,927

124,471 118,471 107,105

$290,713,299 $291,371,521 $283,167,033

412,708 413,363 425,588

$290,300,590 $290,958,158 $282,741,444

4,699,409 4,041,841 5,258,555

$290,713,299 $291,371,521 , $283,167,033
4,968,027 6,375,951 6,524,998

$285,745,272 $284,995,570 $276,642,035
3.260% 3.194% ■

'

2.679%

0-.,. . . . .

-i.fi . - T •' .

I

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Volume 190 Number 5908 . . . The Commercial and Financial Chronicle

STATE OF TRADE AND INDUSTRY
Continued from page 12
Thanksgiving Day Holiday during
the earlier week.
These findings are based on the

weekly survey of 34 metropolitan
areas conducted by the ATA Re¬
search Department. The report re¬
flects tonnage handled at more
than 400 truck terminals, of com¬
mon carriers of general freight
throughout the country. V • V"

Electric Output 5.3% Above
1958 Week

The amount of electric energy

distributed by the electric light
and power industry for the week
ended Saturday, Dec. 12, Was esti¬
mated ;at 14.167,000,000~ kwh., ac¬

cording to the Edison Electric In¬
stitutes Output was 260,000,000
kwh.- above-"that of the previous
•week's total of 13,907.000.000 kwh.
and-showed a gain of 717,000,000
kwh., or 5.3% above that of the
comparable 1958 week.

Lumber Shipments 2.3% Above
f ; ; 1958 Week %
Lumber shipments of 469 mills

reporting to the National Lumber
Trade Barometer were 8.7% be¬
low production for the week
ended Dec. 5, 1959. In the same
week new orders of these mills
were 6.7% above production. Un¬
filled orders of reporting mills
amounted "to 34% o'f gross stocks.
For reporting softwood mills, un¬
filled orders were equivalent to
17 days' production at the current
rate, and gross • stocks were

equivalent, to 47 days' production.
For the year-to-date, shipments

of reporting' identical mills were
I.0%' below production; new
orders were 1.3% below produc¬
tion. ;

Compared with the previous
(holiday) week ended Nov. 28,
1959, production of reporting mills
was 16.5% above; shipments were

24.4% - above: new orders were

31.9% above. Compared with the
corresponding week in 1958, pro¬
duction of " reporting mills was

12.9% above; shipments were

2.3%:below; and new orders were
II.2% above.

Business Failures Continue
- To Decline ;

Commercial and industrial fail¬

ures continued to decline .for the
third consecutive week, falling to
248 in the week ended Dec. 10

from 261 in-the preceding week,
reported Dun & Bradstreet, Inc.
Casualties were moderately lower
than in the comparable week a

year ago when 267 occurred or in
1957 when there were 26.9. Also,
an 8% decrease wTas noted from

the pre-war level of 270 in 1939.

Geographically, all of the down¬
turn during the week was con¬

centrated in four regions: the New
/England, Middle Atlantic, Moun¬
tain, and Pacific States, The toll
in the Middle Atlantic dropped to
70 from 86, and in the Pacific to
63 from 74. Among the regions re¬

porting increases from last week,
the most noticeable rise occurred
in the East North Central States,
up to 43 from 31. Comparisons
with 1958 levels show7 lower tolls
in four regions, with the Middle
and South Atlantic States having
the sharpest declines from a year

ago. On the other hand, increases
prevailed in four regions and one
region reported no change.

W holesale Food Price Index Down
Moderately From Prior Week

There was a moderate decline

in the Wholesale Food Price In¬
dex, compiled by Dun & Brad-
street, Inc., this week. On Dec. 8,
it stood at $5.88, for a decrease of
0.7% from the prior week's
$5.92. and a Recline of 7.8% from
the S6.38 of the corresponding
date of a year ago.

The Index represents the sum

total of the price per pound of
31 raw foodstuffs and meat in

general use. It is not a cost-of-
living index. Its chief function is

to show the general trend of food
prices at the wholesale level.

Wholesale Commodity Price Index
Down Noticeably in

Latest Week

Reflecting p r i c e declines on

lard, coffee, sugar, butter, hogs,:
rubber, and steel scrap, the gen¬
eral commodity price level fell
noticeably in the latest week. The
Daily Wholesale Commodity Price
Index, compiled by Dun & Brad-
street, Inc., stood at 274.52 (1930-
32= 100) on" Dec. 14,. compared
with 276.06 a week earlier and

274.70 on the corresponding date
a year ago. 5" *. yv

Price movements in grain mar¬

kets were mixed during the week.
Although buying by mills and ex¬

port, purchases in wheat lagged,
prices remained close to the prior
week, Country marketings of corn;
were light, but trading picked up
at the end of the week and prices
finished slightly higher. , .

There was a marked decline in

; rye' prices .during the week as

transactions-dipped. Although vol¬
ume in oats was sluggish, offerings
were down, and prices finished
fractionally higher. Soybeans
prices fell considerably at the end
of the period stimulating trading
at that time when the largest vol¬
ume in several weeks changed
hands.

. Wholesalers reported a

sharp rise in soybeans inspected
"for export. '
There was some scattered buy¬

ing of flour this week, but prices
were unchanged from a .week
earlier. Except for some sales to
Pakistan, export buying of flour
lagged. Both domestic and export
buying of rice: expanded substan¬
tially boosting prices somewhat
over the preceding week.
Sales of sugar -declined and

prices fell somewhat. Coffee prices
were fractionally lower as trans¬
actions decreased towards the end

of the week, influenced by heavy
shipments of cocoa beans en route
to the United States, cocoa prices
dipped moderately from the pre¬

ceding week. Arrivals to the
United States for the year to date
came to 3,148,823 bags, compared
with 2,663,995 in the similar pe¬
riod last year/

Hog trading during the week
was sluggish and prices were ap¬

preciably lower; hog receipts in
Chicago were close to the preced¬
ing week. Prices on steers re¬

mained close to a week earlier,
despite an increase in receipts and
trading. Lamb prices were un¬

changed, although the salable sup¬

ply was up and trading was steady.
Prices on the New York Cotton

Exchange rose moderately this
week as trading mqved up and
favorable reports were received
from the textile market. Exports
of United State cotton for the cur-
rent season through Dec. 8
amounted to 1,381,000 bales, com¬
pared with 1,018,000 in the com¬

parable period a year ago.

Christmas Shopping Still Over
Last Year

Christmas shopping was sus¬
tained at a high level this week,
and over-all retail trade remained

moderately over a year ago. The
most noticeable year-to-year gains
occurred in women's gift apparel
toys, television sets, furniture and
household gifts. Scattered re¬
ports indicate that sales of new

passenger cars showed little im¬
provement from the prioriweek
due to continued shortages in
showrooms, and volume was be¬
low a year ago.
The total dollar volume of re¬

tail trade in the week ended Dec.
9 was 1 to 5% higher than a.year
ago, according to spot estimates
collected by Dun & Bradstreet,
Inc. Regional, estimates varied
from the comparable 1958 levels
by the following percentages: East
South Central >rf-4 to +8; Moun¬
tain -j-3 to +7; Middle Atlantic,
East North Central, and South At¬

lantic + 1 to +5;^ (West North
Central and West South Central 0
to +4; New England —1 to -f-3;
Pacific Coast —2 to +2.

Nationwide Department Store
/Sales Up 2% for Dec. 5 Week

Department store sales on a

country-wide basis as taken from
the Federal Reserve Board's In¬
dex for. the week ended Dec. 5

increased 2%~ above the like pe¬
riod last year. In the preceding
week, for Nov. 28, an increase of
3% was reported. For the four

weeks ended Dec. 5 a 4% in¬
crease was registered and for Jan.
1 to Dec. 5 a 7% increase was

noted.

According to the Federal Re¬
serve System department store
sales in New York City for the
week ended Dec. 5 increased 4%
over the like period last year. In
the preceding week ended Nov. 28
a 4% increase was shown. For
the four "weeks ended Dec. 5 a

5% increase was reported over the
1958 period. Jan. 1 to Dec. 5
showed a 3% increase.

• •
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deposits. PPG has built its basic
chemical operations on these very
same ravy materials. It is one of
the largest producers of soda ash;
it supplies its own alkali require¬
ments for glass, and it even gen¬
erates part of its large power
needs for the electrolytic produc¬
tion of chlorine.

Through Columbia-Southern
Chemical, a wholly-owned subsid¬
iary, PPG derives about 20%> of
its total sales. This chemical sub¬

sidiary, with four chlorine plants,
has kept its capacity in line with
the growth of the industry which
is about 10% annually. It also has
two soda ash facilities aggregating
840,000 tons annual capacity, mak¬
ing it the second largest producer
of soda ash in the country. Colum¬
bia-Southern is building a new
cement plant designed to produce
1,500,000 barrels of cement an¬
nually which is scheduled to begin
operation in early 1960. PPG al¬
ready owns a 3,000,000 barrel
cement plant which probably ac¬
counts for about $10 million in
sales.

Pittsburgh Plate Glass, present¬
ly doing an estimated $120-$125
million of business in paints,
should continue to share fully in
the paint industry's favorable
long-term outlook. Although one
of the smaller factors in the paint
industry when compared to the
likes of Sherwin Williams, Na¬
tional Lead and du Pont, PPG is
a significant factor in industrial
finishes which make up 60%-65%
of its paint sales. The company's
large and established network of
wholesale and retail distribution
points is an important factor in
its paint volume.
The company and its wholly-

owned subsidiaries maintain 451
units: 47 manufacturing plants,
374 merchandising branches and
stores, 25 sales offices and five
research units. In addition it has
substantial interests in Southern
Minerals Corporation and South¬
ern Petroleum Corporation, pro¬
ducers and transporters of crude
oil and natural gas; Duplate Can¬
ada Limited, principally a fabri¬
cator of automotive glass; Pitts¬
burgh Corning Corporation, man¬
ufacturer of glass blocks and
"Foamglas" insulation; Koppers
Pittsburgh Company, maker of
chemicals for paints; and Colum¬
bia-National Corporation, pro¬
ducer of zirconium metal. Pitts¬
burgh Plate also has interests in
several European and Central and
South American paint, glass, and
chemical concerns.

During 1958, approximately
$40.1 million was spent for addi¬
tions and betterments compared
with expenditures of $64 million
in 1957. The company has had a
traditionally strong financial posi¬
tion and its large plant program
has been financed principally from
internal funds and without re¬
course to equity financing. An ex¬
ample of PPG's well balanced fi¬
nancial policy may be found in
the 13-year expansion program
through 1958 which indicates that
some $425 million (41%? spent in
the last three years) was invested
for improvement, enlargement,
and replacement of facilities. Dur¬

ing this span, retained earnings
equalled $250 million and the

combined^ total of depreciation
plus retained earnings was more
than sufficient to provide for the
capital expenditures during this
period.
The company has had a rela¬

tively good record of sales and
earnings return. Except for 1957
and 1958, when the sharp business
recession persisted and a four-
month strike in the glass division
hampered operations, sales per
dollar of average gross plant have
been around $1.50. With plant
start-up costs tapering off and
the benefits of recent capital out¬
lays becoming significant in 1960,
the return on invested capital
should recover sharply from the
depressed 1958 showing, possibly
to the 15% level.
In the 12-year period through

1957, Pittsburgh Plate's total Sales
have been in a sharp upward
trend, rising from $184.7 million
in 1946 to a record $620.8 million,
a gain of 236%. The earnings im¬
provement during the same period
was just as spectacular, rising
from $1.83 a share in 1946 to $5.86
in 1957, despite an increase in
depreciation and depletion charges
from $5 million to $27 million and
a rise in maintenance and repairs
from $10 million to $43.5 million.
The 1957-58 recession and the

strike at PPG's glass plants
dimmed 1958 results — sales de¬

clined to $513.6 million and per
share earnings fell to $3.24.
Following settlement of the

Glass Division's 134-day strike last
February, Pittsburgh Plate's over¬
all results have rebounded sig¬
nificantly. For the first nine
months of 1959, sales rose to $446.2
million, as compared with $400.6
million for the same period of
1958. This represents a sales in¬
crease of $45.6 million, or 11% for
the first three quarters. Net in¬
come for the nine months ended

Sept. 30, 1959, advanced to $34.1
million, or $3.44 a share, compared
with $24.8 million, or $2.50 a share
in the corresponding year earlier
period. For the full year 1959,
PPG's sales are estimated at bet¬
ter than $550 million and earnings
should be in the neighborhood of
$4.50 a share.
Looking ahead to 1960, it has

the makings of becoming a banner
year for the company. With auto
production estimated at 6.5 to 7
million units and the trend to¬
wards glass-clad buildings gaining
momentum, Pittsburgh Plate's
volume should surpass the record
$620.8 million of 1957, with profits
showing a commensurate gain to
around $6.50 to $7.00 a share.
Chemical, paint and cement sales
should score gains, and the 50%
increase in productive capacity at
the fiber glass plant will con¬
tribute to the improvement.
Dividends paid since 1899, have

averaged 50% of 1949-1958 avail¬
able earnings. The current indi¬
cated disbursement is $0.55 quar¬

terly, with a 2% stock extra
payable Dec. 21, 1959. With 1960
earnings expected to exceed the
record $6.26 a share of 1955, some
liberalization of the present divi¬
dend rate is a distinct possibility.
At prevailing levels, the com¬

mon shares of the Pittsburgh Plate
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Glass Company constitute a high¬
ly attractive investment value
with the promise that the past
steady growth coupled with the
enlarged scope of activities pro¬
vide an excellent basis for mate¬

rial enhancement of earning
power in future years. Further¬
more, based on projected earnings
for 1960, the current price-earn¬
ings ratio" of approximately 12
appears unduly low for a growth
equity so well represented in insti¬
tutional and investment accounts.

Now With Edw. D. Jones
, (Special to The Financial Chhonici.k)

PUEBLO, Colo.—Donald C. Coz-
zetti has become connected with
Edward D. Jones & Co., of St.
Louis., He was formerly with
Boettcher and 'Co. , ^

DIVIDEND NOTICES

Allegheny Mum Steel Corporation
Pittsburgh, Pennsylvania

At a meeting of the Board of Directors
of Allegheny Ludlum Steel Corporation held

today, December 10, 1959,
a dividend of fifty cents

(50c> per share was declared
on the Common. Stock of

the Corporation, payable
December 29, 1959, to share-
owners of record at the

close of business on December 18, 1059.

S. A. McCASKEY, JR.

Secretary.

DOME MINES LIMITED
December 8, 1959.

DIVIDEND NO. 169
At a meeting of the Board of Directors of

Dome Mines Limited, held this day, a quarterly
dividend of Seventeen and One-Half Cents

(17y2c) per share (in Canadian Funds) was
declared payable on January 29, 1960, to share¬
holders of record at the close of business on
December 30, 1959.

CLIFFORD W. MICHEL,
Chairman, and Treasurer.'

CONSOLIDATED

NATURAL GAS

COMPANY

30 Rockefeller Plaza

New York 20, N. Y.

Dividend No. 48

The board of directors

has this day declared a regular
quarterly dividend of Fifty-Five
Cents (55(f) per share on the
capital stock of the Company,
payable February IS, 1960 to
stockholders of recordat the close
of business January 15, 1960.

JOHN Miller, Secretary

December 16, 1959

New England Gas
and Electric Association
COMMON DbVlDfcND NO. 51

The Trustees have declared a

quarterly dividend of twenty-
nine cents (29j!) per share on
the common shares of the Asso¬
ciation payable January 15, I960
to shareholders of record at the
close of business December 24,
1959.

I B. A. Johnson, Treasurtr
December 10,1959

ynjted

UNITED SHOE MACHINERY
CORPORATION

218th Consecutive Quarterly Dividend

The Board of Directors
has declared a dividend of
37Vi cents per share on the
Preferred stock and 62^4
cents per share on the Com¬
mon stock, both payable
February 1, 1960 to stock¬
holders of record January 4,

• 1960. ; ...

, Frederick A. Stevens,
Treasurer

December 9, 1959
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WASHINGTON AND YOU
BEHIND-THE-SCENES INTERPRETATIONS

FROM THE NATION'S CAPITAL

WASHINGTON, D. C.—There is
practically a continuous 600-
mile urban area along the East¬
ern Seaboard region from South
of Alexandria, Va., to Portland,
Maine.

This area of course takes in
Greater Washington, D. C.; Bal¬
timore, Philadelphia and the
great Metropolitan New York
area. The region has been de¬
scribed as comprising about 2%
of the land area of the United

States, but the total population
living therein constitutes more
than 20% of the Nation.

There are other great urban
or interurban areas that are

being linked up across the land,
including Los Angeles to San
Diego; Chicago to Milwaukee
and Chicago to South Bend,
Ind.; and the Pittsburgh area
for scores of miles in either di¬

rection, to name a few.
The population is really "ex¬

ploding." Obviously, more and
more interurbia areas are going
to be linked up such as Mobile
to New Orleans to Baton Rouge,
and from Fort Worth and Dal¬

las, which has practically taken
place in this Texas area already.
There are other interurbia areas

in scattered sections of the coun¬

try, of course.

The Bureau of the Budget a
few days ago issued its final
population reports on population
estimates before the actual nose
count starts next April. The
Bureau is getting all set for the
big decennial census which will
be the biggest single undertak¬
ing yet by the agency.

Population Trends

In advance of the census, the
new estimates of population, as
of July 1, 1958, presents some
rather startling figures about
the phenomenal growth that is
taking place. There is little won¬

der that land prices are gradu¬
ally increasing in nearly every
section. The prices appear des¬
tined to continue upward for
sometime.

The new official estimates is¬
sued by Robert W. Burgess,
Director of the Bureau of the
Census, shows that the Western
States are growing most rapidly,
the Northeastern States most
slowly. The Western population
increased about 29%, or nearly
twice the national average of
15% from April, 1950 to July,
1958.

The North Central States,
however, outgrew the other re¬

gions in absolute gain, with an
increase of about 6,600,000 for
the 8Vz-year period. Of the four
regions, the Northeast, with an
increase of about 3,800,000, or
10%, had both the smallest, ab¬
solute and relative gains.

Gains by States

From a percentage standpoint
Arizona and Nevada—the latter
the Nation's smallest in popula¬
tion—had estimated increases in
excess of 50%. California, the
State with the greatest absolute
gain since 1950, chalked up a
35% gain; New Mexico, 26%;
and Utah and Colorado each
with 25%.

Florida, with a gain of 63%,
is by far the fastest growing
State in the South. An increase
of 1,744,000 people marks the
Florida growth. Today the pen¬
insula State has an estimated
4,515,000 people, more for ex¬

ample than Missouri with its
great cities of St. Louis and
Kansas City.
In addition to Florida, six

other states had gains of 1,000-
000 persons or more. The leader
of them all by a wide margin
was golden California where
more people in the United
States apparently want to live
than in any of the 50 states.
California gained 3,6 9 8,0 0 0
which is more than the total

population of the average state.

Texas rolled up a gain of
1,613,000; Ohio, 1,587,000; New
York, 1,483,000; Michigan, 1,458-
000; Illinois, 1,288,000. Increases
ranging between 500,000 and

1,000,000 were recorded in New
Jersey, Pennsylvania, Indiana,
Maryland, Virginia and Wis¬
consin,

Rhode Island, the n a t i o n's
smallest state in land area, has
an estimated total population of
865,000, an increase of about
73,000 since the 1950 official
census. Delaware, small in land
area with nearly half of its pop¬
ulation concentrated in the Wil¬

mington area, rolled up a 40%
gain, and Maryland, 26%.
The Census Bureau estimates

that " the population of metro¬
politan Washington is about
2,100,000. However, in the Dis¬
trict of Columbia proper, the
population is only 828,000, a gain
of only 26,000 since 1950.

Washington proper has become
one of the largest centers of
members of the Negro race in
North America. Approximately
70% of the public school chil¬
dren in the District of Columbia
are of the Negro race. This is
more than other large cities in
the South like New Orleans,
Atlanta, Birmingham and
Memphis.
The Bureau of the Census

says that our two newest states,
Alaska and Hawaii, had growth
rates well above average, 49%
and 26%, respectively, since the
1950 census.

Farm States Losing Ground

It was apparent that the
"Farm States" like Iowa and
Nebraska are not keeping pace
with the national average
growth of about 15% since 1960.
Iowa's population was estimated
at 2,781,000, a gain of 6.1%,
which means that Iowa will lose
a seat in the National House of

Representatives. Nebraska's gain
of 109,000, an increase of 8.2%,
also means a loss of a seat.

Arkansas, Mississippi, West
Virginia, and Vermont actually
lost population and Oklahoma
barely held its own. Arkansas
was the heaviest loser of them
all. It lost 159,000 people for a

percentage loss of 8.3%. West
Virginia, the Mountain State,
with its coal mines, among other
industries, lost an estimated
41,000: Mississippi, an agricul¬
tural state, 22,000; and Vermont,
6,000.

Puerto Rico's growth rate was

only 5%, as a result of the fact
that the natural increase was

largely offset by net out-migra¬
tion to the United States main¬
land.

Bureau's Technique *

The Bureau in its reports ex¬

plained in detail how it "scien¬
tifically" arrived at its estimates.
Normally, the Bureau has made
a good record in its estimates.
The method involves, to use the
agency's language: (1) estimat¬
ing the civilian population on

April 1, 1950; (2) adding to this
civilian population an estimate
of births for the period between
the census and the estimate
date; (3) subtracting an esti-

e§.
©EDGAR ALLEN,JR

"I said 'get some debentures' — not dentures, you
idiot!"

mate of civilian deaths; (4) add¬
ing or subtracting an estimate
of net civilian migration; (5)
subtracting or adding an esti¬
mate of the net movement of

civilians into the armed forces;
and (6) adding an estimate of
the number of persons in the
armed forces stationed in the
area on the estimate date.

The Bureau has not prepared
recent estimates for Guam, the
Virgin Islands of the United

States, the Canal Zone, or the
Trust Territory of the Pacific
Islands. The annual censuses of
Guam taken by the office of the
Chief Commissioner for the Is¬
land showed 38,578 for 1958.

[This column is intended to re¬

flect the "behind the scene" inter¬

pretation from the nation's Capital
and may or may not coincide with
the "Chronicle's" own views.]

COMING

EVENTS
IN INVESTMENT FIELD

Jan. 15, 1960 (Baltimore, Md.)
Baltimore Security Traders As¬
sociation 25th annual Mid-Win¬
ter Dinner.

Jan. 20, 1960 (Philadelphia, Pa.)
Philadelphia Securities Associa¬
tion annual meeting and dinner
at the Hotel Barclay.

Jan. 25, 1960 (Chicago, 111.)
Security Traders Association of

Chicago, Inc. Mid-Winter Party
at the Guild Room of the Am¬
bassador West.

Feb. 1-2, 1960 (Dallas, Tex.)
Association of Stock Exchange
Firms meeting of Board of Gov¬
ernors at Sheraton Dallas Hotel.

Feb. 3, 1960 (Detroit, Mich.)
Bond Club of Detroit annual
winter party at Sheraton Cadil¬
lac Hotel.

April 6-7-8, 1960 (Dallas, Tex.)
Texas Group of Investment
Bankers Association of America
25th annual meeting at the
Sheraton Dallas.

(April 8, 1960 (New York City)
New York Security Dealers As¬
sociation 34th annual dinner in
the Grand Ballroom of the
Hotel Biltmore.

May 9-10, 1960 (Atlanta, Ga.)
Association of Stock Exchange
Firms meeting of Board of Gov¬
ernors at Hotel Atlanta Bilt¬
more.

Sept. 12-13, 1960 (New York City)
Association of Stock Exchange
Firms meeting of Board of Gov¬
ernors at Fisher's Island Club,
Fisher's Island, N. Y.

Nov. 27-Dec. 2, 1960 (Hollywood
Beach, Fla.)

Investment Bankers Association
Annual Convention at Holly¬
wood Beach Hotel.

Now Richard Gray Co.
Richard Gray is continuing his
investment business from offices
at 237 West 51st St., New York
City, under the firm name of

Richard Gray Co. A branch office
is maintained at 529 Central Ave.,
Far Rockaway.

Businessman's

BOOKSHELF

Consumer Credit Facts for You—
Bureau of Business Research.
Western Reserve University,
Cleveland 6, Ohio (paper), 300
(quantity prices on request).

Estate Planning Quick Reference
Outline—William R. Spinney—
7th Edition—Commerce Clear¬

ing House, 4025 West Peterson
Avenue, Chicago 46, 111., $1.50.

Facts vs. Fallacies onP Railroad
Bargaining — Association of
American Railroads, Transpor¬
tation Building, Washington 6,,
d.c. :

;

Introduction to General Electric-
Booklet of information about
the company — Investor Rela¬
tions, General Electric Co., 570
Lexington Ave., Rm. 407, New
York 22, N. Y. (on request).

North American Securities Ad¬
ministrators — Proceedings of
the4 42nd Annual Convention —

North American Securities Ad¬

ministrators, E. J. Starkey,
Secretary, 2000 Cadillac Square
Building, Detroit 26, Mich,
(paper).

Register of Defunct and Other
Companies—Removed from the
Stock Exchange [London]. Of¬
ficial Year Book 1959—Thomas
Skinner & Co. (Publishers),
Ltd., Ill Broadway, New York
6, N. Y., (cloth), 30 shillings.

Second Treasury of Contemporary
Houses—Selected by the editors
of Architectural Record—F. W.
Dodge Corp., 119 West 40th St.,
New York 18, N. Y.

Stock Exchange [London] Official
Year-Book 1959, Vol. II—
Thomas Skinner & Co. (Pub¬
lishers) Ltd., Ill Broadway,
New York 6, N. Y.—In 2 vol¬
umes (not sold separately), $35.

World's Telephones—Statistics on
the world's telephones — 1959
Edition — American Telephone
& Telegraph Company, 195
Broadway, New York 76, N. Y.
(paper).

Bache Appoints
Toronto Managers
TORONTO, Canada — Allan G.

Findley has been named resident

manager and Arthur H. Ackerman
associate manager of the Toronto
office of the investment firm of
Bache & Co., members of the
Toronto Stock Exchange, the New
York Stock Exchange, and other
leading securities exchanges, it
was announced yesterday.

E. Douglas Huycke and Ralph
G. Henderson are the resident

partners in the Toronto office

which is located at 360 Bay St.

Attention Brokers and Dealers:

TRADING MARKETS
Botany Industries
Indian Head Mills
Official Films

Southeastern Pub. Serv.

Our New York telephone number is

CAnal 6-3840

LERNER & GO.
Investment Securities

10 Post Office Square, Boston 9, Mass
Telephone Teletype
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