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EDITORIAL l As We Se eIt
“We are no longer willing to take our products to the
market place and say, ‘what are you willing to :give

me?’” Thus shouted the militant leader of a militant
young - farmers organization, in a recent meetmg at

which decision was made to call“a “strike” to enforce .

higher prices for a number of farm products. The leaders
of the movement are said to prefer an ‘“‘all-out holding
action” as a term to define what-is planned, but its re-
semblance to ordinary labor strikes is too great for them
to expect the public not to employ the shorter and more
familiar terminology. At any rate, we have here another
effort by members of the economic society to get the
consumer by the throat. This particular movement may
or may not prove to be an abortive one. There are cer-
» tainly plenty of reasons to believe it will quickly run
into difficulties which its members have not foreseen.
At bottom, however, the plans now announced are not
essentially different from any ‘of the numerous efforts
that have been under way for a long while past to thwart
natural forces. The. farmers of the nation have, as a
matter of fact, long ‘been making a practice ‘of using
their political. power to <accomplish much of what is
hoped for by this group now planning a strike, and in a
sense have been rather unusually successful since in this
way they have the economic power of the nation and its

pocket book available to them. Then, of course, we have..
long had the so-called cooperatives which did a- ‘good

deal beside cooperate: In point of fact the farmers of
-this country and their organizations long ago repudiated
natural -forces as the arbiter of their affairs, and have
long made it a practice of quoting physiocratic notions
long ago exposed as invalid to support their claims for
special favors at the hands of the remainder of the
community.

But unfortunately this sort of notion and this type of
practice have not been confined to the agricultural pop-
ulation. In point ‘of fact their de-: (Continued on page 22)
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Realistic Economic Policy Program
That Fits the Present Situation

‘By Dr. Raymond J. Saulnier,* - Professor of Economics,

Barnard College, Columbia University, and Former
Chairman of the Council of Economic Advisors

The writer is not one who evades today’s realities in his
economic proposals. His plan respects today's constraints;
warns that the downturn has been deferred but can only
be averted with prompt measures aimed at creating an en-
vironment conducive to a rapid increase in private invest-
ment;. shows there’s no “magic” in Federal deficits and
spending, and explains how steps suggested to strengthen
the underlying growth forces would not add to our Federal
debt or spending, or impair the balancé of payments. Dis-
cusses ways to finance a tax cut, and other specifics,

It is widely acknowledged that for some time now
the indicators to which we look for clues as to the
economic outlook have been far from encouraging
Warnings of a slowdown in the rate of economic
advance began to be visible
early this 'year. Month - by
1orith these warnings were con-
firmed; but theevidence for
the month of May went beyond
this to suggest a strong possi-
bility of a downturn occurring -
before the end of the year. If
anything; ; June darkened the
outlook a bit.’
July was another matter. Not

“very much data are available

yet, but what there is sug-
gested that the economy stead-
ied itself and-improved a bit.
Indeed, for a month that is
often hard to interpret, I would
say. that the evidence of im-
provement in July is pretty clear, Certainly, if we
look at the month’s developments from the point
of view of their policy implications there is no
doubt but that they destroyed any case there may

Raymond Saulnier

SECURITIES NOW IN REGISTRATION—Underwriters, dealers and investors in corporate
securities are afforded a complete picture of issues now registered with the SEC and pqten-
tial undertakings in our “Securities in Registration” Section, starting on page 24.

have been for an emergency tax cut. And perhaps
I can best express my estimate ‘of the near-term
outlook by saying that I doubt that developments
in the next few months will warrant emergency
tax cutting,

But it ‘would. be a mistake to think -that the
danger of a downturn has been altogether averted.
I-don’t think one can say-at this time that it has
been any more than deterred, The economy has
shown resistance and strength in the last few
weeks but the record for the recovery as a whole
obviously suggests a lack 'of the kind of liveliness
one would like to see. The way I read the record,
it is saying that there -is no need for emergency
anti-recessionary tax cutting, but that there is an
urgent need to strengthen the underlying forces
that make for growth in our economy and to re-
move obstacles to growth. - And I would say that

the record is telling us, also, that we don’t have

an unlimited amount of time to shape and adopt
the needed measures,

The performance of the economy in the last few
years, and in particular the ‘disappointing record

-of the present recovery, provide important guid-

ance as to the kKinds of measures that are needed.
Four points in this record are especially note-
worthy.

First, it should be clear from recent experience
that we can't produce the economic growth we

.want _merely by:an increase 'in Fedetal spending.

The fact is-that in the fiscal year just completed
net budget expenditures of the Federal Govern-
ment rose by more than $6 billion, ' This followed
an increase of $5-billion in the fiscal year 1961,
of which nearly 80% was incurred in the last six
months of that period.  And I would judge that
more increases are in prospect. The budget pre-
sented to the Congress in January 1962 projected
a rate of expenditures for Fiscal 1963 which would
be about $6 billion higher than the Fiscal 1962
rate.  Thus, we have had a $10 billion increase
in Federal expenditure rates in the last year and
a half; and if things turn: (Continued on page 38)
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' :CHARLES L. BETZELBERGER
_Analyst, Stern Brothers & Co.,
Kansas City, Missouri

-¥he Marley Company

The Marley Company, which has
completed forty years of profit-
able. operation,.is a‘specialist’in
the related fields of water con-
servation and
heat dissipa-
tion. Its prin-
cipal business
“activity is the
manufacture
and sale of a
broad 1line of -

towers which -
perform the @
basic function
of conserving
water by cool-
ing it and
thereby mak-
ing possible
its re-use.
Water cooling towers operate -on
the .principle .of evaporation. In
the conventional tower, used
water is pumped fo the upper. part
of the tower, released and allowed
to flow downward over the
wooden slats, where it is :exposed
to fan-induced air circulation for
cooling purpdses. .After ~being
coeled, the witer is collected and
recirculated for re-use. ;
Marley is the largest manufac-
turer of water cooling towers-in
the United ‘States. Their. towers
range in :capacity from nine to
120,000: gallons of 'water -per
~inute -:or. larger: if required.
Prices' tange from 3100 for the

*.C. L. Betzélberger

.smallest package umits to amounts

in excess of $1,000;000 for large
towers. :
Other business activities include

the manufacture and :sale of air-

cooled refrigerant condensers and
tth e reconstruction, maintenance’
and rehabilitation of water-cool-
ing towers -previously installed by
the company and ethers. ?
Marley products enjoy mnearly
waorld-wide . distribution except
for communist-bloc countries. Do-
mestic distribution. is. -effected
through the company’s own sales
force as well as.'Canada, Vene-
zuela, Mexico, Brazil and Argen-
tina. The company has granted to
others the rights to manufacture

and sell 7its  products in fEngland.
and Australia. Earlier this-year a. 1
license agreement-was_completed.
to permit penetration of European

Common Market, Other countries
are ‘served 'by- sales -representa-

tives. -Less than 10% of sales for!

fiscal 1961 were-of foreign -erigin,
+ The -company’s - executive - of-

: fices; research and ‘' development

center .and tme ~of “its ‘plants are

. located in the Kansas City area.

Other ' plants, .are. -operated in

_Stockton, California; ., Louisville,
. Kentucky; and Houston, Texas.

e
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_the company’s éarnings is the re-

. .sult .of ‘management’s -efforts the
. - past few years o lower the oper-"
. ating ‘break-even point ‘through

carefully applied ccst controls:on
“all administrative “and -productive’
functions. ‘Contributions also have
-been-made -throughproduct im-
provement and ‘more :emphasgis -on

““marketing: to“incréase the ‘com-=’
“pany’s sales penetration in domes-

tic and foreign*markets. : h
‘Since’ the . company’s’ products’
largely fall into:the durable goods

£ -category; it is expected sales-will
. fluctuate.in relation to capital.ex=
penditures for.construction. How- .

ever, :a moaderating . influerice ‘on

_the cyclical nature of . its: busi--

ness is the wide diversification of
industries “served: by the com-
pany. These include air condition-

ing,  .chemicals, food, petrochem--

-dcals, - electric . power -and ,other
processing
several -are basically non-cyclical.
- . The .longer range -outlook “ifor
the company’s products are en-
hanced . because of - .developing
shortages of water in the United

.‘States and - abroad;.and. thé. up--

ward trend of water costs in rhany
.areas. ‘This has resulted in water--

.cooling’ towers ! becoming an  in-:

icreasingly -important adjumct o

electric :generating: plants, indus-.

trial -processing ‘and - central -, air-

. conditiening. . The gcommon. stock .

of the Marley Company, recently
quoted at 27%-28% in the Qwver-

-nine times latest J2-month earn-.

:ings; to. yield 3.4% on_the $1 an-.

‘nual dividend.. In-my.opinion; ithe
:stock appears {o0.be currently un-
dervalued. , - ; s iy

o RO

“RICHARD E. RICHTER
.- Shelton. Securities Corporation
+Polymetric Devices Company .-
Rapidly - expanding salés com-
bined: with. a vigerous campaign.
:0f acquisition premise to continue.

-the : already -significant -achieve- -

ments of the.
Polymefric
Devices .Com-
.pany,.special-
ists in the fast
growing field .
of electronic
measurement
and control
xip strumenta=

During the
‘past year, ‘as=""
sets- increased

-more than-ten

* 00 1o '$960,600
jand sales wol-- ™ 7., .,
{ moe | rose- neanly: 100%, to-orags

vfirst time. -Feor' the current year,

:further new .récords - ave antici- 9
% pated; reflecting " theimpact of:

Zrecent mergers, sales are expected

| The Marley Co.—Charles L. Bet-

. For the: last fiscal

industries . of ‘which"

the-Counter: Manket, is-selling at.-

syear,” i -

“a - unique role for 'itself ‘in. its

.- Forum:Participants and ..
s -Their . Selections . .

+..zellberger, . Stern: Bros. .&. Co.,.

. - Kansas City, Mo. (Page 2). .

Polymetric. Devices Co.—Richard |
2 E; Richter, -Shelton Securities
] .Corpp;ation._ (Page 2) |

integrated:‘complex 'for research,
production and sales.
June, 1959, ' Polymetric Devices.

has 'achieved impressive  results.
ear ending

| Louisiana Securities

STEWER, RowsE & Co, - |

. Since its .corporate inception .in A

Mabama &

‘Bqught_—quld-'—vQ:‘xoted

- Members New York Stock ‘Ezchange
Mempera American - Stock E;xchange I B
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' MAnover 2-0700 ' NY 141557 ks
‘NewOrieans,La.-Birmingham,Ala.
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"/ Direct ‘wires to.our branch offices

Feb. 28,1962, gross billings totaled
slightly. more than  $1 : million,
double the $500,000-of the preced-
ing .year. ; Despite -a . number of
non-recurring -expenses, gross
revenues rose fto $100,000 from
$66,000 a year earlier, These fig-
ures represent only the company’s
sales agency business: the first of*

‘its' mergers was not censumated §
until-close to the end of the year. }

For the current fiscal year ending
Feb.: 28, 1963, gross sales are ex-
pected to ‘rise to between $3 mil-
lion and: $3.5. million, including a

50%: increase in agency volume fo f .

$1.5.. million... Earnings. .are. pro-
jected at 30 cents per share, com- .

-pared with 7 cents for fiscal 1961, 1.

~ JAPANESE

- SECU RITIFS
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Securities Co., Lid.

. NEW YORK OFFICE:

149 Broadway, New York 6,N. Y.,
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share.. wThe company- is- already -

‘well.on its way to realizing these {

goals.: For the first three months.'|
sales totaled over $700,000. com--]
pared “‘with $189;000 :in:-the:cor- |
responding Emd ‘@ - year: #go.:
More .than half of  this amount
derived ‘from ‘the. eompany’s own ]
manufactured products. -Net prof:

its amounted to-d .cents-per:share’]
.compared ‘to 7-.cents-for all last

“.+Polyrhetric Devices has created

ability #o coordinate the infivid= .

> ual vinstruments-and. - systems . of
“the different manufacturers which .

andcash. flow. at 75 ‘cents per -

| BOENNING & ¢O.

« ) e
A Continning Iaterest in -

L. E. Catpenter & Co., Tnc.-
i Keges Fibre Co.. . .
"L Richatdson Co;

ikiak; The, .

aed s e s S
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Philadelphia.3,
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«111.Broadway.
"'New York 6, N.Y.
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t represenis’and, of greater.sig-
.nificance to its future, "its ability

1o originate a varniety of exclusive.
and: ‘compatible: products -of its 2

-own-.design.-and manufacture. The
company’s devices have applica-
tion in glmost every category of
“major industry:.oil, chemical, air-
craft, drugs, metals, paper:
Equally- important -is .their use

l. - throughout the.nation’s aerospace

program. - Polymetric ‘corporate
clients include "General Electric;: |
Westinghouse, DuPont, Martin-
Marietta, Thiokol, RCA, Minneap-

- olis-Honeywell, Standard’ Oil. of
“N~J Boosny Mobil and Boeing.

Government customers include
The . Frankford Arsenal,. David’

" Taylor--Model Basin, ' Picatinney

rsendl; tire National Aevonautics

Space Administration, and the
National Bureau of Stamdards.

'sales ‘agents the company

les

ireoeives commissions ‘Tanging

- 89 e 15% ‘of “gress billlings

-a. higher. percentage oecur-
ming i these instances in which it
wlso serves ‘as distributor. “The

Net sales for ‘the fiscal <year, to climb to between $3 million jo-coMpany.. acts onan exchusive

- ended ‘Oct. 31, 1961 were $21.211,-

000, an ‘increase of @appreximately

.. 10% over 1960 sales and 21% .over

1959sales. More significant is the

.- sharp” increase ~in’ ‘nét income; ergl . new. proprietary - produdts.
~which rose to 41/093,308 in fiscal 133 iastic

1961, -or $2.98 per share; -an .in- tion and point to continued gains ; maptric Devioces
crease of 535% over 1960 and e

upward trend in sales and -earn-

% $3.5 million; and earnings are pre-.

i Jected at approximately $0.30 pér
;. There Howrr Himes. 4

% $0.07 realized in"fi

" hawe -met - an. enth

in the periodto follow.

{ Phiiladelp! ia,  the - company; was.

C recep--

Topsis .in its sales territory fer all
iiye: - firms . -it - represents.  ‘Ome

scal 1961, Sey-cim Washington and the ‘secend is

being-considered in New - Yeork. .
- hé mest Tucrative of all Poly- -
7 contracts should

: ; ‘be. ‘that “which it has “with the |
- 118% -over-1959 met ineome; -The - Headquartered- .ia..subarban EMCee: Electronics Co. of Wilm-

ington-for whose .products it has

-ings for the past two, years con-' created .originally #e. serve: as ja: world - wide - distribution rights.
tinued - duning . the -first - ninel specialized sales engineering rep-{ Headed by former DuPoni engi-
months of the current fiscal year. resentative for.a group of diverse, neer, Max W. Corzilius,: EMCee
On sales -of- $17,127,000 the net but related .electronic and scienti-: has developed several products of
income for- the nine.menths ended; fic instrument manufacturers. multi - million -dollar  potential.
July 31, 1962 was $926,244, equal: Early this-year the company €m- . Now.in production are EMCee’s
to $2.52 a share, A year earlier barked ‘upon-an ‘expanded course water separometer, @ @ewice sell-
the - volume of $16,328,059. pro- of operstions through the acquisi- ing for. approximately $1,400 o

duced. profits of $814;435, or $2.2
per share. s 4
ment i
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Tesa ‘Midit?tfoy of an ffer to biiy, uny security referred to herein.)
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t+ “In

2 tion of gwo;manufacturing .sub- $2:000 wihich determines the mois-
-} sidiaries, ~together ‘with .which it ture .content of jet aviation fuel,
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UNICIPAL °
CONFERENCE

The First IBA Municipal Confer-
ence will be held September 11-12th |
at the Pick-Congress Hotel in Chi- |

CAgO.. i Sy S f
Representatives of the, CHRON: |"
ICLE will e icovering the proceed-
ings of this important meeting, and |,
alse” the following outing “of -the | -
Mumicipal Bond 1Club iof Chicago to
be held September 13-14th. .
. Tulll oowerage of bethievents will |-
be .given in‘a special pictorial ‘Sup-
plement of the CHRONICLE  of
.September 27th. e ;
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Emphasizmg the Unfmlshed
Busmess of Economic Pohcy

By Wnlter 'W. Heler, ‘Chairman, Council df Economtc Advlsers, ] Pl

Washmgton, D. C.

; Domeshc economic growth mensures 1ake precadenca over balance_‘
of payments oonsiderations in Dr. -Heller’s ‘assessmant of ‘Boonomic:

developmanmis . and.- of Yegislative.- ~action:said “to ‘be necessary Ho ‘- . .-

<.+ ._strengthen and ‘ring the coonomy’s parformanve up- to i potemtial,
'~ :The President’s. top economic adviser warns # 'would be seif defeat . .
. -ing-to fake Festrictive- monetary moasures in dealing with #he pay- "1 - -
7 "ments-balance problem’ which weuld undermine the eophomy's vigor "~
_ .., unless it were ‘accompanizd. by-a larger tax reduction to-yied. 3 given
7 Economic shmums. Fiscal expansion, 'ﬂlus. is coupled ‘to- ‘highar: -
- ferest rates ‘Yo+(a) :discourage: any, capital outtlow-and : (b)--to -offset i . .
- mny ‘inflationary pressures. that might ensue if reoovery ‘heoomaes un« ' - -
-+ .expectedly. rapid. Br. -Heller prefers dhat the inancing -of budget .
- tieficit ‘be- carehilly’ balanced hehwsen bank and wonsank finencing, . °

; . Emphasis- jplaced “on‘ tha. wifidished. husiness of oommie pﬂ.oy;)'_’-, e

v s1ems 1rom fha unoerfanMnes Hepioted in ‘the eurrent eoonomic pemd.

The Performance ‘of. the Economy creases averaged $2 6 brlhen (an- ;
" . /in the Past ¥ive Years . . nualrate) per month duringthe 10
We ‘are: examining: the- economic
! 'outlook today: because- the current -
. .expansion has: not been -as- vigor~ :
ous-as all: of us hoped and most
' . of -us expect- ~
. -ed; ~The ex-
~pansion:-has-

bﬂhcm ‘since " December! .~ After.. -
rapid ‘gaing during 1961, corporate,
profits seem to have charrged Tittle -
n the .past tWO quarters,
ather hand,. the' first. haif “of: 1962
+ has. wltnessed ‘a-mare rapid ‘im-..
:in 1962 and

alert' to. the
* ‘danger thia.t:
- the. current- -
‘recovery,. like. =
i its immediate
{ predecessor,: :
will .ot cAILYy. .
us-to full ém=
ployment.. .
. N.evertheless, -
we.should rec- .

‘year.

We Are Recovermg Ftom i
Two Reoessions

In early. 1961 we were in, the',

- top. of the incomplete: recovery
g WalterW Heller

There ‘can be:no doubt .that im-
portant econemic gams that have pressive gains.in emp],oyment and, .

.been scored_during-the-past. year. output have been made:in. the past... -

and-a half. From the-first ‘quarter .-year and a half. But. the economy.

of 1961 to the second quarteri{of has not yet regained. the reason--,;w
ably “full wutilizatioh ‘of its.labor
Gross -National ' Product. rose -and capital which it.last.expe-, .

1962:

“ from $501 billion to ‘$552 biltion, ‘Tienced. in early 1957. It is:in'this"
 arise’of.10.2% (or a rise of 8’5
after price icorréetion). ;
‘Consumption in. constant prices:
increased by more than. $250 .per-
family (annual rate).
. Corporate profits - before taxes
‘have. mcreased by reughly one-,
fourt'h
:Labor

of the Employment: Act »of 1946:
“maximum ' employment, produc-
tion, and purchasmg power.”

whole| has, to: be -sure, anessed_

“achievement-of these goals.:

mcreased by wozrst ‘rates; of unemployment Jn i

income
r Unemployment (seasona]] ad-~
Justed) .declined by about -

lion persons;. with the: rate ﬁal’,l-
ing from 6.8% to 5.5% (and to
5.3% in. July) T

of the'.lahor force, much better’
- than . the best perfermance of -the-

when the unemployment.rate re-:

o ‘ -Kinney Servxce Corporatm

months: of recovery. ‘in 1961; but ..
-have:. ‘been avereging:. cmly 61,6-, 7

.On,the b

provement /in employment arid a-- "
more’ rapid decline in.unemploy- .. .
- Ferit than we expenenced last~.:

: position of having to. recover: not; .. :
" from-one-but.from two’ recessions !,
< for the recession of 1960.came.aon.

from. the  recession™ of« 1957-58. -‘

context that 'we must re-examine .
¢ i the means for achieving: the goa]s LS

.- The|- postwar era: - taken:as e

* Temarkable’ progress-in the"

‘economy--in the: 1931-40. /decade, ... - ..

. mained . consistently. above 14%: . .
... . If advances could be mamtained But -the. record. of the past, five
- at this. -pace, on. the:average, we years—while a great improvement. .
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BY A. WILFRED MAY

THE TOP EXPERTS’ MARKET-BEATING POSSIBILITIES
(As Assessed in the Wharton-SEC. Mutual Fund Study).

Far more significant than the con- = Press Reaction
troversy over the correctness of - Revealing were the proceedings

the - performance -results, as'Te- of the master press briefing before

ported by the Wharton School- the SEC in Washington, Aug. 28
SEC. Mutual Fund.Study, is the conducted by Direct%tr A. F.gCon-’
‘overemphasis and misunderstand- will, of the Division of Corporate
ing exhibited in their reception _by Regulation, and participated in by
the press, the public, and the in- pMessrs; J. A. rines and .G. D
dustry. - With the. interval - sur- Henderson of the Commission, and
‘veyed, 1953-1958, covering'a bull ¢o-authoring = Professors Friend,
market ‘swing of over 188%, the Brown, and Vickers of the Whar-
common investor ‘foible of using ton Séhool. After a few prelimi-
“beating-the-bull-market” as an pary ‘queries, no fewer than 16
criterion of investor ability, with gyccessive questions were directed
disregard of the basically fortul- a¢ the Study’s findings on capital
tous nature of market apprecia- appreciation achievements, par-
tion, - is being - further 'extended. tjcylarly as compared’ with -the
(Although dividend - income " 1S Ayerages, and. their terming  of
generally taken into account: by “unmanaged ' portfolios” by the
the Study, several other elements 5ythors. = -

of actual investor experience, de-
tailed below, are not —-thus ac-
centuating the market phase of
the analysis.)

Question: “Obviously the mutual
funds are not too happy about
the reports that you found—that
the general public could have
done as well by itself. I think
that is- what all these questions
are directed to on the average
portfolio.”

Dr. Friend: “On the average, it
seems to me just a fact of life.

. it’s clear that if investors
- bought just -a few securities at
a time, many would do worse,
this is a fact of life. It is also a
fact of life that many would
have done better. We are just
“§imply, saying there is no indi-
cation . in ‘these’ data that’ the
mutyal funds, performed . sig-
niﬁ%%n]{tl}'rf}}di R A n Ly trom

“Investors’ Cooperative”’—or
. Trading Pool? 4

Widely justified as a construc-
tive instrument for managing the
peopie’s savings, as a provider of
. diversification for “the little man,”
and as an “investors’- coopera-
tive,” the fund is too often viewed
as a market trading pocol. This
emphasis on “performance” is di-
verting the public’s sorely needed
attention from ' the deeper and
remedy-requiring: éleniénts in this
mushrooming multi<billion dollar
phenomenon,: such as the fund- .,
adviser relationships — including 0
the manner shares are sold, 1{ees the stock market as a whole.
fixed; the channelling of broker- 5 2 o
age business to the eoncerns that And How Did You Do?
sell the funds’ own shares, and-— Moreover, at the Briefing Con-
other arrangements harboring ference’s concluson one of the
conflict of interest; and that key more daring correspondents got to
¢ area.of selling practices—all call-' needlinig . Professor Friend about
ing for a thorough re-evaluation his own market-playing achieve-
of ethical and policing -standards. ments: ;

-Exemplifying - such diversions, - “I was wondering whether you

was the’industry’s official spokes- had success in the market or hot;
man, the President of the Invest- that iswhat we are getting to.”

ment Company Institute and
President of a large fund, in ad-
dressing a press conference at the
Institute in New York City the
day of the report’s release (Aug.
28),as his first “specific comment,”
he went into a long attack on the
manner of measuring perform-
ance, particularly the use of' a

Dr. Friend, put on the defen-
sive (!) gave assurance—off-the-
record”’—that his market experi-
ence ‘was 0. K.

The resulting press accounts, as
expected,  followed -this  market-
slanted interest.

Such emphasis is in no way the

market -average for comparative responsibility of the Study.  This
achievement purposes, and on is evidenced in both the Letters
terming it an “unmanaged port- of Transmittal: that from Wharton
folio.”- (The Study’s use of the Schocl Study Director Irwin
“unmanaged portfolio” term seam- Friend to the SEC, and the one
ingly prompted his coniemptuous from Commission Chairman Cary
discription of the Report as a to the Congress.
“rotten egg.” Another of the in-  In the former, reference to Per-
dustry’s spokesmen this week fongange is c;)nfén‘ed,to thf glegs-
ol S ured “basic finding” quoted be-
classified the publication of the low in a half-paragraph, the other
performance data as “playing half being devoted to reporting
dirty pool.”) no correlation between the size
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of the. management. fee and per-
formance.. In- Chairman Cary’s
transmittal letter, performance is
only passingly mentioned.- And in
the summary and body .of the Re-
port itself the performance data
are handled objectively and fac-
tually. g ; ik R

In any event, full-treatment ‘of
Performance by :the  Study- is
called for, as an investor-educat-
ing function, by, the " industry’s
continued .performance - claiming
routine.’ This - inclides 'such ‘pro-
moticnal - gimmicks: as . the..aid
thereto . allegedly  coming ' from
meetings (photographed) of the
fund’s 'investing experts ‘hard at

. work: toward results;.from broad

economic analyses, ete. 2. ©
The Basic finding :

The basic finding, which has so

stirred up the hornets’ nest reads:

“The average performance by the

funds ‘did not differ appreciably

from what would have been

“achieved by an unmanaged port-

folio -with. the:. same -division
among asset types. About half the
funds  performed better, half
worse - than* such. an: unmanaged
portfolio.” - This ' finding, unem-
bellished by any- implications of
uselessness of the funds as an in-
vesting medium on the part of the
authors, seems to be a construc-
tively offered.item of information
—rather than “a rotten egg” or
“playing dirty pool” as chargel
by industry spokesmen. (At the
beginning ‘of the 61-page chapter
on “Performance,” the ‘authors
state: “The investment company
industry provides  a variety of
services and advantages to the in-
vesting public.  Some of those
more frequently cited are expert

management, the diversification of :

investment opportunities and risks,
convenience, ‘and - low costs for
small purchases.”)

Such disclosure of realistic Per-
fermance information could con-
stitute a needed educational.anti-
dote - for “the lay iinvestor’s
misguided expectations of miracu-
lous stock market ‘gains, in, lieu
of appreciation 'of the real ad-
vantages -that do ‘accrue to him.

As such, the yard-sticked dem-
onstration of results can appro-
priately tie in with the considera-
tion of selling - practices of fund
shares, the full-dress Wharton’s
School Report of which 'is in
preparaticn.

“The Market”—the Logic Issuing
- QOur Average

The logic of the routine of using
a stock average as a measure of
performance, the Report explains
thus: “Because the'concept of per-
formance is concerned with the
degree of success realized by the
funds in the management of their
portfolios, it is appropriate to com-
pare their results to external se-
curity market -standards derived
from changes in market averages
or price indexes. These latter may
be viewed as reflecting the per-
formance of hypothetical unman-
aged portfolios.” :

In choosing a yard-stick, the
Study chiefs - considered several
different averages and presented
them all. The reasons given for
using Standard & Poor’s stock in-
dex as the principal one, which
has so aroused the industry (“it’s
loaded,” ete.) are its greater cov-
erage than the more widely known
Dow-Jones, and its more consist-
ent long-term weighting scheme,
the need of daily figures at vari-
ous points of the Study, and for
full indexes for different types' of
securities. g

The Study in most cases in-
cludes, correctly, dividend income
in the investor’s returns, in both
the funds and the average, treat-
ing them as reinvestments, along
with capital gains dividends. ' In
reflecting the cut of expenses into
the gross income . channelled

through this “conduit,” this nat-
urally  accounts for 'some of the
lower mnet results to the fund
shareholder. '

Relation to “Investor Experience”
The Study directors explain'that
this - performance ' -concept~ differs
from investor experience. For the
latter. it would be - necessary to
take into account the returns ac-
tually available to investors, meas-
ured - in terms of - some: combina-
tion of income dividends, capital
distributions, and . unrealized ap-
preciat.on. in tte funds’ portfolios;
in relation to the total investment
outlay: made by the shareholder,
including- the costs of aequiring
his shareholding position; the in-
vestor’s tax  liabilities; and . any
redemption charge (which reduces
asset value  vis-a-vis the. buying
“load” charge). ;

The existence of the tax on un-
realized appreciation, meaning
that the new buyer is in part tak-
ing on-a-tax bill particularly bur-
densome to an' inyvestor ‘getting
into a long-lived fund after a bull
market, constitutes a particularly
important levy on -the “investos
experienced” net result.

Some ‘of the industry’s analyti-
cal- organizations and funds' do,
and some do not, concentrate on
the fund performance per se, with-
out using any comparative yard-
stick (Arthur Wiesenberger & Co.
discontinued the. latter four years
ago). The theory of the non-Av-
erage users is:that the only.impor-
tant fact is the direct “investor
experience.” But we fail to see
how the investor can formulate a
judgment ‘about -performance in
timing portfolio changes'.as well
as selecting issues without using

some yard-stick—and know of no
“adequate substitute for a “blindly”
.chosen .-.comprehensive .. group. of
issues — unaffected . by 'manage-
. ment-dictated activity. Surely.such
yard-stick is more adequate than ~
would be the rancom sampling ex
..post. facto -of the actual long-ierm
_investing results achieved by lay
non=fund-hoclding individuals,. or
the criminal larcenies: perpetrated
on such unwary investing hands—
-both' %rardsticl::; as ., proposed ' by,
an ' official “irciustry ‘spokesman.

(I, C. I. President ‘Schimpff.)"

¥

* s *

CONCLUSION OF OUR OWN
PAST 'ANALYSES
Sustantiation of the’ validity of
comparing - the ' performance of.
the funds with market averages,
confirmation. of the Study’s. find=
ings also when utilizing different
dates from the interval in the cur-
rent Wharton Study,.and in com-
pariscn - with the Dow-Jones In-
dustrial Average as well asthe
cuirently objected-to Standard &
‘Poor’s 500-stocks, and the com-
parative citation “of .an ‘“‘unman-
aged” index, was contained in a
previcus -article by “the - writer
“HOW. MUCH MANAGEMENT?”

in this space Feb.- 18, 1960.  /

Table, compiled by us, shows
the performance. of 59 diversified
stock funds compared with both
the Dow-Jones Industrials and the
Standard. & Poor’s 50). stockin-
dexes, for the. single years: 1958
and 1959, and for:the five- and 10-
year intervals indicated.

Fund’s Performance vs. D-J and S-P-Averages

Interval By

’Year

11959
DPow-Jones _____._. Hiaw dni 0 19.4%:!
Standard & Poor’s.ii.tg- g 11.2 dommh
12.0-c1i

Average Performance Funds

To this record we offered the
following comment: -. iy

“Thus it can be concluded that
in each ‘of the recent bull market
periods, excepting .thé year ‘1958,
the mutual “fund investor ' ¢ould

have ‘done -better ‘“sitting -on” a.

portfolio of his own consisting of
the issues 'in the Dow-Jones:In-
dustrial Average. - Similarly, the
funds, after management expenses,
were ‘also out-performed, over'the
longer periods, by the Standard &
Poor’s Index covering 500 repre-
sentative - issues. :

“Scrutiny of such over-all com-

parative performance records has-
been renewing interest 'in pro-

posals embracing de-emphasis of
management activities.”

“The suggestions have included
revival of the ‘un-managed’ Fixed
Trust instrument, which were
popular in the United Kingdom
and the United States until the
late 1930’s, and (despite the com-
pulsory liquidation after a passed
dividend feature) worked satis-
factorily as related to other'in-
vestment company types”

THE DETAILED RESULTS

‘By way of actual operating re-
sults, - the Wharton-SEC- Study
finds that compared with the
Standard & Poor’s composite in-
dex of 500 common stocks, the
common stock funds — the. only

“:Year 5 Yrs. 1955 -10 Yrs. 195
1848 -t0.12/31/691..49.12/31/59
0 3T% 1 8T% - 288%::
415 8T +3LL -
viadl e o9 < e 288 61ds

ones . lending . themselves to, an
unadjusted (for classes of securi-
ties ‘held) 'index—were  over 'the
1953-1958 .bull ~period out-per-
formed . by “the market” by
14% 9% . Seventy-five per.cent of
the stock ‘funds .trailed the mar-
ket’s 188% net rise, with 25 funds
excecding it. ?
From .1953-1956, the Study
shows, . the .common stock. funds
fcllowed: a pattern of doing worse
than' “the market” during rising
intervals, and better in declining
periods. In 1957 ‘and 1958, and
also carrying over into 1960 and
19681 (presently un-published), the
Whartonites find a constant fund-
market correlation.- ;

In the case of all classes of
funds,* over the 1953-1958 inter-
val, they registered a practical tie
(99.2% ) with the market average;
(adjusted - for portfolio compe-
titicn).

In 1953 the performance com-_
parison was indecisive; midst the
1i8ing markets of 1954 and 1955,
the funds lagged considerably be-
hind. During the market’s mild
6.4% gain in 1956, it was out-per-
formed by every group excepting
the specialty funds. In ‘1957’s

N

*The figures cited throughout this
paragraph show changes in security values
as distinct from dividend income. Inclu-
sion of the latter would have reduced the
funds’ performance ccmparisons, because
of the prior i t of their t
expense items.
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falling - market, it was ,out-per-
formed by the funds, but 1958’s
substantial market rise again ‘ex-
ceeded the funds’ gain.

““Growth” Funds Excelled °

Within the -group of common
stock funds, those with a growth
objective “had the best record
(out-performing the market by
349%), inliowed by tne muxed-ob-
jective group, the income: objec-
tive - group, the  specialty ' funds,
with foreign-stockholaing units
trailing 13.7% below the “market
par.” 7

of 'these funds at the end of.the
following year. :

1957 Position:
Ist oot

Standing for
Foilowing Year

As to performance- related to -

size of the common stock funds,
it - was found that the 'smallest
funds  performed less well than
the .larger. ones. . This, perhaps
surprisingly, = scotches the . fear
that unwieldiness stemming from

portfolio size constitutes a disad- -

vgpta‘ge.

‘THE SCRAMBLED YEAR-TO-
YEAR RANKINGS - -

To gain general acceptance, the
conclusion that the above-cited
data, showing the experts’ inabil-
ity to out-perform - the market
over a 6-year interval, “indicate
the inevitable tieing of market-
beating to Lady Luck, must meet
the argument that nevertheless
able individual managements can
consistently  turn in superior re-
sults. )

The Friend-Wharton = Analysis
fcrtunately demolishes this latter
representation by delving into the
record of tke annual individual
performance rankings: ‘It reports
“considerable variability” in per-
formance among funds of the same
general ‘type, for individual years
as well as cumulatively consid-
ered. It finds that “both for bal-
anced funds..and common stock
funds separately;..the . distribution
of funds classified by the number
of years in which they* demon-

stratéd above - average 'performs-:

ance seems [sic] completely ran-

dom or conforming to chance.”

. Its analysis finds that only two

funds recorded above average re-

sults annually throughout the six
ears; and that no fund registered
elow aveérage results annually.

Detailed “Form Chart”
Over the past several years we
have “in :this “space presented in
detail” the striking changes in
theseé ranki_ng’s. The relevant up-
dated data, appcaring «in the Sep-
- tember 10 issue of Brevits, a Vance

Sanders & Co. publication,’is re= . -

prpduced in our Table II.

TABLE II.

Each joint ~double-series. com=
pares the performance during two
consecutive years of a group of
103 mutual investment funds. The
left-hand column ' lists the “five
best performers” at the end of a
recent year, The right-hand col-
umn shows the relative positions

TIMING ABILITY

‘Highly important as we have
indicated above, is the Study’s
findings ' on the: relationship of
market-timing attempts to success
of ‘markei-timing activities, For
the entire 1953-1958 interval there
was no marked relationship be-
tween - portfolio . turn-over rates
and  performance - achievement.

“This was strictly true in 1933. In
both 1954 and 1955 there was a
tendency fcr the funds with lower
turn-over rates to record a beiter-
than  average - performance... For
1956 also the common stock funds
showed a slight” correlation - be-
tween low turn-over and perform-
ance, In 1957 and 1958 there
was no strong evidence either
way—with no consistent pattern.

This fincing of the futility of
achieving capital enhancement
thrcugh portfolio activity, is in

‘dccord with' a major study n'_tadev

in the late 1930’s.
* e *

MAJOR CONCLUSION
Thus, among many other ques-
tions it has answered, the Study
of the operations of the, super-
experts - supplies' evidence con-
firming . (1) the fortuitous nature
of short-term ‘“market-beating”
(they get “ironed owt” over a
5-year period); and (2) the fruit-
lessness. of  market TIMING. It
thus - provides: an . authoritative
contribution to the education of
investors and all others on the in-

vestment scene.

iy

Now Logan Inv. Co. "

TUCSON, Ariz. — Chauncey P.
Logan is now conducting his in-
vestment business under the firm
name . of Logan- Investment Co.
from offices at 3412 East First St.

New Riecke Branch

DANVILLE, Pa—H. A. Riecke &
Co., Incorporated has opened a
branch office at 219 Mill Street
under the management of Richard
A. Kressler.
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Ball V.-P. of
Eddleman, Pollok

HOUSTON, Texas — Eddleman,
Pollock & Fosdick, Inc., Bank of
the Southwest Building, have an-
nounced the election of Tom Ball,
. Jr, as Vice-
President and
Manager - of
their Corpo-
rate Securities
Department,
Mr. Ball’s
career in the
investment se-
surities  field
began in 1948
with the firm
of Underwood,
- Neuhaus & Co.
Since that
time he has
operated his
own firm and
also been a principal in the firm
of Brown, Wareing, Ball & Co.

Active  in investment circles,

Tom Ball,: Jr.

Business Conduct  Committee. of
the National Association of Secu-
rities Dealers, Inc. At present he
is Vice-Chairman of the Texas
Group, Investment Bankers Asso-
ciation of America, having previ-
ously served as Secretary-Treas-
urer, and a Director of the
Houston Stock and Bond Club.

Chicago Analysts
Announce Program

CHICAGO, Ill.— The Investment
Analysts Society of Chicago will
hold a luncheon meeting on Sept.
12 in the Century Room of the La
Salle Hotel.'George P. Hitchings,
Vice-President of American Air-
lines, will be guest speaker.

,Subjects of future meetings will .

be: Sept. 20, Bobbie Brooks, Inc.;
Oct. 11, Emerson Electric Manu-
facturing Company; Oct. 18, Dun
& - Bradstreet, 'Inc; Oct; 25,
A. M. P. Incorporated; Nov. 8,
‘Greyhound Corporation;: Now. 15,
Pitney-Bowes, Inc.; Dec. 13, Clark
Equipment’ Company,

On Nov, 1 the Association will
have a field trip to the Indiana
Harbor Works: of Youngstown
Sheet & Tube. Their annual Fore-
cast.Forum will be held Dec. 20.

Ling & Co. ‘Formed

DALLAS, Texas — Ling & Com-
pany, Inc. ‘has been formed with
offices in'the. National Bankers
Life Building to engage 'in a se-
curities ' ‘business. Officers are
Michael 'F. Ling, President; Mil-
dred R. Ling, Vice-President and
Treasurer; and Joseph W. Geary,
Jr., Secretary. Mr. Ling was pre-
viously with Parker, Ford and
Company,, Inc.

.yields on these securities, would are
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Otir'Reporter on

GOVERNMENTS

BY JOHN T. CHIPPENDALE, JR.

The demand .for short-term go- way of ini isions i
ernment obligations, nam‘gely theybalarcllceélr(l:.lftethge;l:;gntbhgtu?v?lgl
Treasury bills, continues unabated have a marked influence on the
as the economy goes in¢o the final - money and capital markets unless
part of the year. There is enougn there is a worsening in the posi-
indecision around. so. that. very tion. of the dollar. or the balance
sizea Ig amounts of money are of payments deteriorate further
still being kept in the most liquid or our gold holdings decrease’ at
securities. And if it were not for a rate that would be a cause of -
the increased offerings of these concern. As matters now stand it
obligations by the government seems as though short-term rates
oing to -1
be copsiderably. lower than they the greagin- witﬁ:{a ‘t’ﬁ‘é?yha'?é‘cé‘eéﬁ :
are now. in so that the readily transferable
The long-term bond market is funds will not be inclined to move -
trying to work out a semblance out of here to other free world
of what was known at one time money centers -because of the
as yield differentials because of more favorable rates of return.
the differences in qualities of This would appear to indicate a
the various abligations. 't'he whole short-term rate close to if not in
scheme of things starts with gov- the neighborhood of 3%. This
erment bonds which are the best would not seem to forecast an
quality available in the whole increase in the discount rate un-
pattern of investments, This less the bill rate should go well
should have made the 4Yis of above the 3% level and remain
198771992 -a very -much more there for a period of time.
sought after issue when it was
originally . offered. Long-Term Rate Outlook
The money and capital markets 4 for the long-term area or the
are going into the late summer capital market, it is bellgved that
period. with ‘yields which appear rates. -on - these - obligations will. -
to indicate that there will not be Stay about where they are now,
too much of a change in the fore- ©OF €ven decrease a bit in the near
seeable future in these rates of future. It-appears as though the
return. The reasons for this opin- government' will 'not be using this
ion are namely that the business Sector for either new money rais-
picture will continue pretty much ing or refunding purposes for the
on the course it has been on in the Fest of 1962, unless some unfore-
recent past, so that the loan de- Seeable happenings should make
mand will be following the usual SUch an  operation a necessary
seasonal pattern; This is taken to undertaking,iAs far as the corpo-
mean that credit, conditions will ‘rate new issues; are concerned, it
be' about as they'have, I)‘ééh with - does not appear as though there is
the Federal Reserve Banks mak- 80ing to be any important pick-up
ing the needed reserves available il these offerings., This will allow
so that the, financing of the fall the outstanding recently floated
and winter requirements of the bonds to be digested which would -
nation will'be met in an orderly be a constructive development for
fashion, the corporate bond market: As for
~ tax-exempt bonds, it appears as
Short-Term Rate Outlook . though the tax cut in 1963 must be
It is evident that the trend of taken into consideration when one
the economy in the coming is taking a look at these bonds.
months will be the most powerful Even though the tfax  sheltered
force in dictating what- will be bonds had gone up in yield these
going on in the near-term and yields recently have been going
long-termksetCtO‘rlgth tfég fixed in; down again, but this does not,
come markets. ile there is no .
the same leeway in the money and howevgr, Appear;. ¥o r'nean fhey
capital markets now as there.has have discounted a real income tax .
been in the past, it is not likely reduction that would be retroac-

that a sagging economy would be tive to the start of next year. The
further hindered by sharply interest of investors in long-term
higher interest rates and de-~ bonds will most likely continue to
creased availability of credit, Be be mainly in the government 4Ys
that as it may, it is not expected of 1987/1992 along with selected
that there will be too much in the non-Feceral issues,
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TaX Exempt Bond Market

BY DONALD D. MACKEY

The last week of August and the
early part of this week, due to the
long Labor Day. honday, has beea
thé least active weekly period to
date this ,year for the state and
municipal bond- business. No im-
poriant new issues- have come to
market. and no. other areas: of the
tax-exempt bond.. sphere . have
been active,.enough  to: stimulate

any more than: seme: small retail:

crder business during this holiday
week.

Other phases. of- the bend mar-
ket have also been very quiet with
prices for -the: most: part . little
changed. over the previous week.
U. S.- Treasury intermediate and
long-term bonds: were much' less
thair active with price fluetuations
limited: to a few -32nds. The re-
ported. decline in the nation’s gold
stock by $50,000,000 last week,
after three consecutive weeks in-
volving mno less, constituted a
market 'negative with. but. little
measurable effect on . Treasury
and other bond issues. This
weekly decline’ brings 'the  total
drop in the gold supply, since the
beginning of the' year, to $792,-

000,000. We mention: this. meaning-:

~ ful tetal just because we think it
needs: emphasis..In the corporate
bend field, the good technieal po-

‘sifion: continues .and the present;

. "calendar , of ‘new: flotations. is, at:

present wrltma, onIy $112,000,000

 for:the " month = of September

Should the firm. bend market ten- -

dency persist, .the corporate ‘bond
calendar may soor accrue some
sizakhle refundmg issues. ¢

Faverable Teqhngcal Position, ,

From a “technical” viewpoint,

the state and municipalk bondf.
market is in a more favorable-

pogition than has obtained in re-
cent months. The street inventory
as, measured by the Blue- List of

state ‘and ‘municipal, bond. offer-"

ings: stands at only - $339,003,500
this morning. This is a relatively
modest. volume of bond: offerings
and poses nio market problem. It
is interesting: to note that .one

‘mcnth ago this total was as ‘high "

as: $470,452,500. 1t was as.low as

$281-094500 Iate -in . August.- The.

new issue calendar for the next’
30 days continues: to bea: nebul”ous
affair- as it .thus ‘far totals but
$210 166,000. Recently ‘there have

MARKET ON- REPRESENTATIVE

California (Sta.-)-----». .........

Connecticut (State)

New Jersey Highway 'Auth., Gtd.. 3% -

New York State
Pennsylvania (State)

*Delaware (State)_.__________.__

New Housing Auth. (N. Y.
Los Angeles, Calif
Baltimore, Md

) "Cmcmnatl, Ohio (U. T)______.___

Philadelphia, Pa
*Chicago, 111
New York, N. Y

%"
i . " September 5, 1962 Index=3.042%

*NO apparent availability,

cerwriting.

» N. Y.) 3% %

been no largs general ‘obligation
auditions to this calendar and the

early Fail eould see but liutle im-

poriane Stace ana munic.pal un-
In. = retrospee. .
might meation that .pa3b,uU&» 000-of

mumvrpal bonds. © were ! ander--

written  in - August whlch was
down about.10% from a year.ago;

tne  tetal ‘of new- bond" offerings:
tor the tfirst e.ght montss: of ta.s
year tetaled:’ pe.3:- biilien ‘which:
was .up. more  than 13% .over a

year ago.

' The Commercial & Financial’
Chronicle’s state  and. municipal’

bond yield Index shows the mar-
ket virtually unchanged from last
week. The 20 -year high - grade
bond ‘compenents: of -our index
taken at the offered side of the
market averaged -out at 3.0423%
Sept. 6, a week -ago. this average
was ' at 3.646%:. - This - change*in
dcllars is insignificant but it.does

centinue. the pattern  set .during’

the previous four weeks- toward:
a higher market. The firm price
pattern evidenced in bidding for

-the few nhew:issues whica nave: ;

sold since:we last went te press

woula = aise ~indicate; mat'dngiher-
. municipal  bend " prices  are-
prospze: for.awhile. The market’s.

An

faverable technical poSition ‘may.

support ;even: an unmodexate Tise-
of -at. least two points, before. re-.

actionary. factors. could: be effec-
tively set in motmn

Although the state.and" mumc1~'
pay:as well as thecorporate bond"
markets appear presently ingood -
‘technical .condition, theé same may

not in’ generality: be “said .about

the " government: bond ‘market.-

Close to $10 billion of refinancing

must be’accomplished by Decem-

ber plus.a large volume- of ‘new
money borrowing. These opera-

-tions could mean some marketmg
difficulties buf it more sIlkely im--

plies the ‘maintenance of a favor-
able market -atmosphere by the
Federal zbetted by attractlve
Treasury offermgs N
Conmu&ep Tra.nspo:tahon« Bﬂt 2
- Standing Stil_: 3
Tt is-notable _that’ the: socalled
Mass Trangit - Bill is conSIdered
0 :ba- poht!cally .dead.’ Preapects
for the bill, “which- would treat C
‘with " “big’ city” .commufer.-trans-
pertation, problems, in: an’ ‘omni-

SERIAL ISSUES
‘Maturity * Bid
1982 .. 3.30%.
1981-1982 . 3.15% .
©1981-1982 °3.05% " 2.90%

1981-1982 .3.05% < 2.90%

%% 1974-1975 2.80% - 2.65%
~290% 1981-1982 .3.05% 2.95%
1981-1982 .3.05% : 2.90%
1981-1982 3.40% 3.25%
1981 3.15% 3.05%
,1981° 3.10% ~295%
1981 - . 3.35% - 3.20%
11981 3.30%
.-1980; 3.45%

.Rate - Asked

= 3%
- 3%%

- 3%%

3.40%.

IIOOIP

CHARLOTTE
RALEIGH
COLUMBIA

; We maintain active trading market in:

Lance, Inc.

Common Stock

_R S. DICKSON & COMPANY

Ahmbun Midwest Stock Exchange:
NEW YO RK

GREENVILLE

Ollfll

"ATLANTA
GREENSBORO
JACKSONVILLE

'We -

_oi‘the:issue.

feneral-
bonds ‘to the’ ac¢ouit - headeﬁ byT

cost- of: 28754%

320%.
3.00%:

200,080 -- San -, Bernarding,”
ngh School District’ (1963 -1982) -

11.60% to’3. 20%, to‘day ] balance 1s

3.20%: ) Flonﬂa Development Commmsmn

The, Commercial dnd. Einancial Chronicle ..

- bus’> fashion, ,appear fo be. slight .,

. both  houses, wf Congress. ‘The’ |

basic . difficulty” is ceseribed “as’
the $500,680,060. appropmatim in-
volvedwxﬂnCongtessmnaI\electlons
close at-hand. We would  prefer’
to think that the Bill is dead on
its' ' merits, 'Dealing’ with ~ New:
Ycrk'’s, Chicago’s, Los. Angeles’
and San Frangisco’s transit prob-
lewus, noet-to mention the. kindred
probiem: "ot "lesser: cilies: in . all
10ar sutes, throuigh' a.magsive na-:
ticnal masier Prucprint seems: Ui~
hk.ely to -bring - etfective tesuls,
A "positive - local -appieach szems
basie if a gigantic pormmaxl boon-
doggle is'io be aveited,: ;
During tiis pasc. week unde

only .4 few issues but there are
a handtul of issues worthy, of brief .
comnient. Thursday, evening, (Aug:
309. saw ‘the award of $I,679,000 .
Hamilton' Township, New ' Jersey
Board 'of "Education. (1984-1981).
bcnds . to’ the ' group headed, by
Halszy, Stuart & ‘Co., Inc, on ifs.
dollar prlce bid’ ef..1G0. 114 for-a-
3% ¢oupon. The runner-up, bid. of -
100.011 also for:a 3% coupon, was’
made by White; Weld .&: Co, "and.
associates. Other: major members
of the'winning group.include Blair;
& “Co., Inc. John Nuveen & Co.;

Reynolds & Co.} -and Bacon,
Stevenson & C6. The bonds were

offered: Friday ‘mowning to; yield 7 i

froni 1.90% ‘to 3.15% -and sales;to’,
date have amOuMed to about 65%,

sold: ars&s ‘000
(1967 = 19¢7).

Paeaeeha Teka
obhgat on-

¢
L,

. Thursday; September: 6, 1962

Larger Issuies Seheduled. For Sale

In the" fel\]:owmg tabulations we list the bond issues’ o:E
$1, 000 000 or more for which specific sale dates have been set.

Cuyahoga Co Ohxo
‘Dutchess: County, N.-Y

Fayette Ca;, Pennsylvanta__

. La-Crosse Co Wlsconsln
‘Norfolk, Vlrgmm

Racine,. $turtevant, ecc., Umﬁied
. SchxList: No. I, Wisconsin.

Wulow Run P S. Dlst Mlchxgan.-

September 6 (Thursday)

1,471,270
1,306,000 -
1,262,600
2,125,000

: 2525,000

10,625,000
1,500,000

1964-1982
-1963-1991

1963-1976-+
1964 -1983

1963—1982
1963—19‘77

Septemben 10 (Monday)

f_..)ackson Tp S. D,
~crthsida: Indep. Sch DISt Texas. )
writing activity .was Timited | to° Rockleage, Fla: oo - o2 i

University: of North Carolina, Bd.
: of. Trustees, Raleigh; N. Ci_i__.._ '
Westmmster, Water, ‘Coloizz 3.l

A e AR Al September 11 (Tuesday)

_Acalanés Uniom H. S. D, Calif.
-Anne. Arundzl* €ounty, Md:

Gecrgia Forts Auth. (2.O. Aﬂanta)"_

Irondequoit, N Y A
Jackson," Miss ol
Tiakewaod: Seh., "stt Mléhgan__'_
Flienix City, Ala.

Pittsburgh;. Pennsylvama
/Pontiac,- Mich. :

Red‘lands Jt. “Union H:S.D., Calif.

_Santa Clara, California

September 12

Gi‘éndvxlle School ‘District, Mmh b
Jackson 1p:, wch. Bist, NS J.

- Lane -&. . Douglas COn, So." Liane
- School. Pistrict No.: 4513, Ore S
iet:-

LOa JAngeles. €o: Ce San
No.4, California. _:

the: First’ ‘National Rank’ in. DaIIas“New O»rleangh La

at-a net interésticost 'of - 29884 i
net;

‘The sceond b1d of a 3.0281%
~inferest. cost’ Wwas “made” by 1the
‘Phelps; Fenn'-&- Co. gmup. " Oftirer,

members of : the winning -account ..
are Hariilton . Securities' Co.; Texas:
Bank :& Trust €o., Dallas First
City: National \Bank H.ouston,

A. G.-Edwards & Co;; ‘and Fran= *
‘cig I..duPont & Co. Scaled to.yield

from 2.40% to 3.10%, about 60%__

‘of “the bonds have been sold

1\ew,".,Yor-k* State Empioy_ee.-, R

.firement System.-
Rhode Island" (State of)
bacranfenia,

San Jose,. Cahf
Toledo, O, io

qualton Hartland Lockport étc.,
> Central SD # 1, Ala'bama, N. Y
Umversn;y- oi AIaska, ,}!'aarbanks

Tunsday (Sept 3) saw two, 1s— b}

sues. of smention.-sell on ‘the West -
Coast. Riverside, Calif. ‘awarded. .

-$2,000,000. Junmr ‘College . District -

(1663-1982) - bonds, to. the:“group.,

heajed~ by - Bank . of - :America

N. T. & S.-A. at’ 'a net.interest ::

'Ihev TUnNner-up-.
bid:6f a 2.932%: net:interest cost-
was: subnatted by Phelps,,Fenn‘&

“Co. and.associates.-Other-members:

Cuﬁ Ba.nk Mont: s
“Dawvis: County; Ceunty 5.
.Lny\lc!, p&ii}m i S0 D N ok S

‘of . ther “winning . gnoup -, melﬂde;,

e Wells Fargo Bank; C:J - Devme&.

;e Merrgll. Lynch Pierce, Fen--

fner ‘& Siith;-Stone: &: ¥oungberg;

Furst of Michigan Corp.; and Hav-'
den, Stone. & Co, Scaled to: yield

frem: 1:55% t0-3:10%; -all-but-30%

of thé bonds.hawve been sold.
-Another - syndicate headed- by
Barnk of America N T. &
was the sucecessful bidder- “for -$1,
JQalif.”

bonds at a net_ interest cost. of
2.9589%.. The- second: bid- of 2.985%
‘net interest cost was made by

Kidder, Peabody. & -Co. and as-'

sociates. Offered - to yield from

'$300,000.

- Wednesday "(Sept. 5), saw two
issues of note- sell &t competitive

biading.. The Town of Bellmg-.‘

‘Allegheny County, Pa X
Detroit £'choolk Dlstmet Ml(_ 8 ':'

ham, Massachusetts awarded $1,-
'390,000+school project  (1963:1982)’

; bonds to the-account “headed by
- Jatn Nuveen & Co. on their"dol-

lar price bid 0f:100.359 for a 3:20%
coupon.
price - bid of 100.44 ‘for a 3%
coupon was. made by Harrimah;
Ripley & Co., Inc. and assciates.
Other major members of this ac-
count are Bache' & Co.; Shearson,
Hammill & Co.; and G. H. Walker

& €o.:Scaled to-yield from 1,70%:
to 3.30%, about 60% eof- the xssue

has bzen sold.
Spokane - County,

‘managed. by Foster & Marshall,
Inc. at a 4.12% net. interest cost~

The secend bid, of 4.23% net in--
‘was ‘made -by; -the: :

/Georgla Rura] Roads Authorlty__ :

terest - cost,
Contmuedzon pagc. T

S0 AL
- Onaway Area, Communlty S D

‘The*' runner-up- dollar i

Wa_shmgton.
‘'sold” $2,500,000 - -airport -revenue
(1966-1287) bonds' to  the "group"

Lew1,ton Orchards Sewer ,D.,'Ldaho .

‘Small Craft Harbor'
Arrpreverent, Calif, o ol - 2o

2,000,000
.};,200;00{)
1,300,060

3,800,000
sﬁo 000-.

196419904
1965-1992

1964-2001 -
1972-1987

1963-1982 °
- 196421992

) | 1963-1982

1. 1983-1989 .

© 1963-1987
71963-1981
1963-1972

. 1963-1982
1966-1996
1,000,000 1963-1982
1,620,000 - 1965-1997.

(Wednesday).' s

1 220 000

12,150,000 ' 1964~1988" "

: 2 000 000 1964—'1984
1 250 0()0 ¢ ’1964‘1983

2,480,0“0:;1963 2002,
1964-1987 -

: ’,000,000 4
10,150,600.

4,000,000.

4,400,000
'1,700,000

1350 000 1963 1991
1 750,600 1964~ 2001

September 17 (Monday)

Ufzah "»“1,,100’600« 1963= 19‘71
Foy 19'7’156@0 1964-1982

5,300,000 . 1963-1991

1963-1990-

i

'1963 2002
A s Ja 1;0:09 a.m,
. 1963-1982

17 : 1963-1992
September 13 (Thursday) g

11:00 a.m.
11:00-a.m.
11:00 a.m.

“1:30 pm. ot

2:30 pa.

2:00 p.m.
7:30 p.m,

7 00 p m
.9:00 a.m,

10:30'aim.
11:30 am.-

10: 30am
11:00 am.
Noon
.2:00 p.m.
:2:30-p.m
'8:06:p.m.
‘Noon.

10:00 a.m. .‘ e

8:00 pm. ,
11:00 a.m,
8:.00 pm..

©

7307 o,

-‘800pm

~800pm

lﬁwpm
1000am

11 OOam

11:00 a.m,
N_ oon,

200 pm. |
3_ :00'p.m.

11 60a

Noor -~ 1
1,100,600 19661992 '7:30 p.1.

‘Drnaha;:Neb. - --~_~__,__________7_ t.7,260000 1964‘—-1981 ll.ﬂﬁatn

Univ.: cf Kentueky: (Lexington ),

-Webex’ Co,;:County' S: D.,Utah ,
Ypsxla»ntx :Tp., Mlchlgan_____;-__ &

1()00 00~ 1965 1992

September 19 (Wednesday)

Englewaod Water District, Fla..
Iclip Union’ Free $..D..N6. 1,.N. Y

Falrbanks, ‘Alaska ...

eoutheast Polk Comm S. D., Iowa

*1,250;000_ - 1967 1992
5,635,600 - 1963 1992

1,200,000 - 1964-1991

-September 20 (Thursday)

:3,809;000 - 1964- 1984
.1,900,000: 1963 1981

- September 24 ‘(Monday)

Farmmgten Seh stt - Mich:
(Tallahassee)

Eugene,” Ore. .
Greehsboro, N C

Cleanwater, Fla.-

Umv*‘ of” Texas (Bd. of Regents)--

October 2

Disirict, California
‘ 3y October 9
Phbenix,' Ariz
i

Falls Chuch, Virginia_ -
Lexmgton Ky

Mapﬂe helghts Clty S D Ohlo Seine
o September 25 (Tuesday)

Los Angeles County Flood €ontroel

2,108,000 1964-1988.

" 7.920 ,000. ° 1964-1982 "
1000 000 1964 1933

5,430,000 1963 199‘7
165 009 000 = 1963-1988
2, ‘300 GOO Eg
6,790,000 -

2 MR Sefrtember 26 ewwnesaay)

+1,100,000 1964~ 1967
1, ,600;000 ° 1964 <2001

(Tuesday)
10,000 900

(Tuesday). ;
9, 000 000

{220 2 Ogtober 10 (Wednesday)

=~ 1,200,000. 1963 1987
' 1 025 000

AT October 16 (Tuesday)

2,600,000

~8:00 ﬁ.m.

2:00 p.m.
L O(lpm. X

800 P

300 p.m..;
. 4:00 p.m.

.-8':00-'pim. T

100 amits

1oopm’,_ B

-11:‘0‘0‘a.in:'
»11_;0_0 g

- 10:00 ain. -

_Noqn i

ized for FRASER
/lfraser.stlouisfed.org/




R

" Volume 196 - Number 6192

: ~_’I“ax -Exempt .
“Bond Market

Contmued.‘ from page 6 "

Goodbody & Co. syndlcat'e These

bends were sold to finarice con-

- struction of a new modern. airport
terminal building and: readways ‘at
Airport, - -
‘They ‘are  payable* front the - net . .
revenues.-of “the’ aivport‘and- the -
net revenues of. Felts Field, a.:
small  plane: airport.: The bonds

Spokane . Intermational-

were offered: to yield from 2.85%
 to 4.10%.:

press.

Government R‘eﬂmneing L
. No. Probfem |

. The Treasury has close to $10
billion. cf refinancing to- effect. by
Dee. 19, 1962 along- with:the prob-
lenr - of ‘finaneing whatever "‘new
money that may be required
within this period. Sinee mucl’i of
the refimancing " involves: Ti¢
. holdings: there is some problem a$
to ‘terms.: oweéver,;, ca'refu

- handling: -of  the market by the

Federal- Reserve ‘combined with

: the appropriate pricing of new is-

sues- hy -the Treasury ‘should in=
. yolve :no- great: market. . problem
© despite the fact that Under ‘Secre<

" tary -Roosa .hag’ estimatéd’ ca:sh:

. ‘needs: for: the fourtlr quanter in

i the area of: $T billion. Much -of

" this’ ameunt” -will” “be . handled
- through 1175 mcreased weekly bll'l
3 offenngs
. "The llst “of "toll  road, bmdve
: revehue ‘and” pubhc umxty reve=

“nue ferm bond issues - has done
3’ litile' ‘better ‘during’the’ past
© week. “Our. -revenue  bond yleld

- Index averages at 3.771% today
as’ against 3.7179% a week ago. The
average yield would be lower had
not - New - York- ‘State ~Thruway
Authority, revenue: 3.10% - due

7 7/1/84 reacted: two  points:yéster-

day . as a $15,000,000 secondary
offering was anmounced. July reve-
nue reports ‘show ‘splendid prog-
ress for -miost ‘of  the  toll roads.
‘The Indiana Road reports interest
2.325 times earned for July against
1.75: times for July 1961, For the
12, months period - ending July
1962, -interest. was  1.161 - times
earned . against: 1.051% :-for. the
same pemod @ year. ago. ;
+ -The" “Iltineis .road:-
sinitar ' gaing- with - interest - 1.80

reported

0 times earned:for-July against 1.63
- ; times“fer~July ‘1961,  Forthe 12
- month - -periogd mterest Way ‘1’ 1%

‘times.earned: agamst;
‘the_previpus year,
o The - Kansas -

riod - inteiest was ‘almost. dovered
at 0:99 times as against 0:87 times
for' the 12 months a year back

: Chesaapeake B*ay Construetion’ '
i Schedule

. In’a memormdum ‘to- the .un-

deljwrlters of '$200000;000:- Chesa-

peake Bay. Bmdge and. Tunnel-
- District ' bonds,

good! progress: has been Joade on
the" project.. after repair of the
Mareh,. 1962 . storm. 'damage ‘had
béen effected. -Since- the ° project

" is still behind schedule;the con-
~ tractor stales that he Will incréasé’

equmment persormei‘ -and - work
. shifts- in order. to .meet revised
consrluct‘lon schedules “enabling
the opening . of = the project to
traffic in' January 19€4. The con-
fractor’s request for a threé month
extension of contract time.is still
- under iconsideration. ‘It is- to"be
: “hop"d that further storm. ath:mon
may: be -averted ’ in’‘the-fall and
winter months - akead. This spec-
tacular project has demanded new
‘techmques and: courageous m
- ~-agination’te anr extent, un‘usual m
“'public finance.

Due:to. the time.dif- ~
ferenae we -do. not have-a -bal- -
" ance in.the account as, 'we go to by

’Pnrnp;kew has
shown- persxstent improvement -
e withe interest 1.20 times earned for-
_' July: ras, against. I.IT times - for
7 July 1961 For the 12 month ‘pe-:

is - stated that.

. The Commércial and Finaﬁciai Chroticle,

Why' Should There Be 2 Boom
In Bmtrsh Gﬂt—Edged Issues"

ﬂsndﬁmssestﬁtmiﬁﬁtrof

fritbuting to. & shift ‘from; equity
'Govemmenl ‘support” infervention

‘« : : © B Binzig pom'ts m, mml sei~~ﬂm Med mmef back.

LONDON’ Eng—Ever: smce*equl-'
tieg: came under & cloud. ‘some:

moénths. age; prices. in - the gilt-
edged narket have. been: creep-

ing up. Their progress: became:

accem‘.uated .towards. the end ‘of

August. " undated: stoeks-in': par-:
ticular .were-favored, 3% %: War
j Loan: rising’ from- 52 a- féw rionths

ago to:61. As'is usually the case
whenever slich™a movenrertt :is: i
progress; - ‘optimistic :“corimenta-

“tors are.now envisaging:the pos=;
s1b111ty of: a. further rise, right up-
to” 80 Even :if- this optimism; 4

,exaggerat’ed ‘there “is no dgubt-
that” the “atmosphere -6f' the-; gilt-.

edged market: has" undergone .a,

.complete: hange..” Until. ‘réeently:
the prevailing f_eelmg ‘was' ofiéof !

unmitigated. "~ pessimisni;: Leng—
term stocks: and- undated stoeks

non-stop .creeping ‘inflation t_helr‘
value in real terms. was.'doomed
to decline ' and partly - because of
the assumption ' that the boom-in

equities . would contmue ind‘ef-_

1n1tely

materially from . the “:point ' of
view. of inflation prospects,.
cost . of livihg continpes  to-rise,
so that the yield-of fixed-interest-
bearmg securities. in :real terms

-remainswell below . their nomi-:

rar yleld. In the case of:the.315 %

War Loan the nominal yield ig at.-

present about ‘5% %.- If, however,
the ceost of  living shouId rise ‘by-

‘say' 3% this year—a fairly, OPtL-»

misti¢ assumptioni—the- real, yleld
becomes thereby . redu'c e d’ ta

'2"&%, for the depreciation of:the

real value: of" t‘h'e capxtal’ has to-
be alIowed for
Gm-Edgedv-, > S

'Fhe Feason: why in splte of tth'
gzlt “edged ‘Securities’ aré .in" fayor

is. becaase ‘of “the -uncertainty’ of,

the' ‘outlook .of edquity - dividends:

Evern though semie dividends were -
.raised- recently; many-niore -were :

reduced, -some of them substan=

"By Paul Emzxg

~extanded from TFreasury Biflsito. megimme: uuuongg-iem lomms, Even- - :
if this does not occur;- the’ fact thet it mighkis. said fo.-have. con-. -
frituted fo a deofing in gﬁeﬂgﬂd»& welt ag. industvial detyanture’ : -
- yields, - Moreover; Hte- changed” yied: pattern-is seen ‘possitly con-. -

The

Inflation is net memﬁiy ctmduclve to equmes Dr. Einzig ﬁnds Rl
© - wher it dims e ‘duttoak. for earnings. So. Tong-as:- it was-assymed.,. .-
that dividends woulf rise ammg inflation- and would compensate - for .-

“ purchasing: powew decline, ‘euirities: remaiited paputar.” The, ‘writer, market, .

officied. Britisth imteryertion ‘being '

for debt: firamneing . parmulaﬁy it
does :in faet, ocour: Recovory,“

of alL securltles is ‘subject to ‘the
inexorable process  of: erosion
caused by creeplng mflatxon

rrom Margtns* SQueeze«I A

“ Tt is because proflt marging are
undep ‘pressure:’ in: spites  of the

ﬂrcontmued ereeping. . inflation: that ,
‘government- loans= have. :become

popular-among-investors: Cost in-

flation continues unabated - while §
‘consumier-demand; - though orice

more .qir the ‘increase, is not. in~

creading ' at--a- suiﬂc:ent rate “to:
_ensure a- wmenmg ot profit mar-
ging; - or;-even "
at - theiy: wesent red'u&e& level’ .

: Mfainténanced

The . result is: that. capital: experi-
diture.: by . -industry - continues te
remain gt. a.low: ebb,, judging. »b

tFe . unsatisfactory ' figures. : of

sorders: for ‘machine ‘tools - whxchv
were'.looked .upon -with ‘growing’.
disfavor, partly becau,se of the -ag-7.
sumption that 'as’ a-result ‘'of ‘the’

haye-just ‘been’ published.

'I‘he growmg réalization | of the
new " trend in' official .thinking
ab()ut the need- for extendmg of-

fikial:“interventon. from- Treasury

bills to ‘medium ' and - long-term
loans,: has ' also: ‘contributed - to-

“wards. the ‘racovery : in- the - gilt-
fedged market. : ‘There s, so -far,’
* The situation ‘hag not chang‘ed:

no, evidence: that"there - has been
any - offleial’ -buying: of « medium-
and long-term' stock, and' possibly

. there. has been-and- w:llf be none:

The- vpublxcit‘y given- to.the new
policy -in recent weeks was, how=
ever, . sufficient: to: induce -the

market to envisage ‘at ‘any-rate a

possibility ‘of  ‘such .intervention:
Judging- by “the.reluctance ‘of -the
authorities- to - reduce: -the >Bank
‘rate ~further, :they -are ~obviously

snot: keep-“on: supporting - short'—

term:: iMerest rates: ~Whether' or
not they »will: - suppert -mhedinnm -

cand” long-term*mt’emt ‘rates> des-
-pendson “the:view:they. will -take
.about the” necessity of stimulating -

the¢ reconomy “at“all.-Should: ‘they

‘arrive-at'the tonclusiori that some”

form:.of “official ‘ intérvention to
that. end would' “Be: -nécessary,

.quite coneeivabky ‘that. interven-

tion: weuld- assume: the: form’ of.

Supporting: - medxum and: Iong-' A

term loans

tially. And even though the ma- -

jority were -left- unchanged, that

resulf - was" bound  to . disappoint
. the market which had anticipated

an' non-stop rise -of. .dividends.
Oaly on that assumption cquid the
prices’ of ‘cquities that prevailed
until recently: be justified, and
even the. present lower prices
would .be looked upon as: being
too ‘high’ were it not for hopes

that the - uwward trend of divi-

dends would soon be resumed. -
: . Investors - and ~ speculators " are

156 doubthess gware. Hpit Wit : holders are*- éntitled to~ convert -
irito common stock.. It was.simply.-
the_ reflection of the fall in long-

said above' about the difference
between nominal and real yield

on - gilt-edged” securities ‘applies-
equally to the yield on equities..
So -long as it was .taken. for’

granted 'that dividends. would
continue to rise a distinction was
made betweern the ' efféct .of in-
flatiori. on™;the real yield: of ses
curities -with - fixed - interést: and

those with- variable ‘dividends: It

was assumed that the increase of

-dividends’ onr the-" latter: ‘would"

compensate holders .forthe de=

- cline “of the purchasing ‘power’
“pér unit: The Thorent this*ceases

to- be :"assumed .. investors ‘aré
liable to-remember that-the yield

‘ordinary

B‘oml Yield's Peclined

Even in the: absence of official
support yields ort.such loans have
decline.. This: tendenmcy- is-affect~
inrg indistrial .debentures’ as- well
as governemnt leans. ‘For  in-
stance, while Imperial Chemical
stock ‘recovered  only
slightly "from its earlier decline,
the "price of 6% % convertible de-
bentures. rose by some: 6% in a
few months. Nor was this rise due
to-an increased value attached' to
the " provisicn.. under which

term: yields.

This ' trend should encourage
industry to korrow in the market
in-the form of debenture issues

Ainstead. of. inicreasing. their equity
-capital.

‘To. the extent. to which
the:cost of  borrowing will | be
cheaper, it will tend 'ro stimulate
the ‘economy. It is not the same,

however, -as- would be a decline
-of. medium and long-term yields

as aresult of official intervention:

‘In-the: absence'.of sueh ‘interver=-
‘tion the-
‘hands- and “the “transactions .add

loans simply-. elrange

nothmg to.the volume of fiﬁancwl‘
-resources.’ Government: purchases,
on-the. other. hand;" would stunu—

late business not only through re-

ducing’the: cost of borrowing but"
also -thvough produemg a -refla- -
. tionary effect by increasing the

. volume’of liquid resources:irt tie
.-economy, Tt'remains to Be' seen

whether. . the. - government . will
deemr it expedient to resort to that

"+ device and to accentuate thereby

ao11) 7

George N. Meeks

Rejoins J. M. Dain

MINNEAPOLIS, Minn,— George
N. Mecks has rejoined J. M, Dain
& .Co;, 110 South Sixth- Street,
members of the New York and

the’ rxsing trend in*the gilt-edge

Meanwhlle the poss1b111ty of 3 '

Admits W. Cahn

SAN FRANCISCO, Calif.—Albert

E. Schwabacher, senior partner of
the- New York Stock Exchange
firm of Schwabacher -& Co., hag
annownced
:-that ° William
© M. Cahn; Jr.,
" has' been .ad-
. mitted’ as - a
general part-
ner ‘in - the

‘eompany’s:

New Yark
City office,:14
Wall-Street,
effective Sep-
tember' 1, .
O Mr. o Cahn
. rwas.. formerly
-2 partner in
Halle &.Stieg-
litz, ‘members
of the New York Stock; Exchange.
From 1939 to 1958, he was a gen-

William. M. Cahn, Jr,

eral partner in- «the\ member ‘firm..,

of Henry Herrman & Co., which
consolidated with* Halle & Stieg-
litz'_four :years ago.

. Mr. Cahn has- served on - the
Federal .Securities  Acts -Commit-
tee, a national commnitiee of the

Investment Bankers Association, .

and is,a member of the Bond Club
of New York

Calif. lnvestors Adds

VAN NUYS; ‘Calif.—Herbert Tep-
per, has been:added to the staif of

California. Investors,.14401 S'ylvan .

Street
= F orm S. Diamond Co.

gz Dlamond: &:.Co,, 7 Ii¢:; ‘has. been.

formed.: -with. ofﬁces ~at: :25. “‘West
‘Blst. Street; New: York:City, to en=
-gage: -in  a.i-securities.- . business
‘Samuel Diamond is a prmmpal of
the firm

‘+ setback :in_the- gilt-edged ‘market . .+ -
‘as a result ‘of a business revival .

Lo or an accentuatxon of 1nfl‘a1:ron, i

; must‘ be bome m mmd :

Schwabacher Co.

_George N, Meelts:

Midwest Stoek Exchanges, in the
imstitutional department, Mr,
Meeks ' has. reeently been with
Craig - Hallum, Kinnard, Inc., as
Vice-President- in charge of the
t‘rad’mg department. {

Speck V.-P. of
Crosby Corp

The Crosby COrpevatron has an+
nounced the appointment. of Don-
ald J. Speck as Vice-President and
representative. in.:Gueater "New
York, with headquarters " at 111
BroadWay

.Tou-Be V P of

Brand Gmmet

On . Sept. 14, Marvin Seigel; will
become a Viee-FPresident of Brand,
Grumet & Seigel, Ine:, 67 Broad
Gireet, New: York City, members
of the New York Stock Exchange:

Fred Meer With

Blair & Co. Inc.
Blair ‘&' Co., * Incorporated, 20
Broad -Street, New ' York City;

members of the New York Stock
Excharige have epened a foreign -

. securities department. under.the . - - £t
direction of-Fred Meer.: Mr, Meer : "

was formerly.manager of the for<
eign trading -departmens.’ for Op-

.penheimer, Newborg & Neu. Prior

thereto he was:in .the foreign de-
partment of Reynolds & Co. =

§

. Lazarp Frires & Go.

T e

,- September 5, 1962 -

‘Th;'a anneuncement abpedrs for purposes of record,
$26 OOO 000

N OVAMONT CORPORATION
Promissory Notes due July 1, 1982

Unconditionally guaranteed. by *
“MONTECATINT SoCIETA GENERALE: <+~ ~
“ PER 1’ INpUsTRIA MINERARIA E CHEMICA ANONIMA

Under a loan egreement negotiated by the undersigned,

$15,000,000 of the above Notes have been purchased and the

balance will bé purchased on or before December 31, 1964.
t .

Lenyax Brotrers Kunn, Loxs & Co.

iy

Incorporated

pitized for FRASER
D://fraser.stlouisfed.ord/
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DEALER-

INVESTMENT

BROKER
LITERATURE

AND RECOMMENDATIONS

IT 1S UNDERSTOOD THAT THE FIRMS MENTIONED WILL BE. PLEASED
T0 SEND INTERESTED PARTIES THE FOLLOWING LITERATURE:

Aerospace Industry — Memoran-
dum with particular reference to
Lockheed, Martin Marietta, Mc-
Dennell  Aircraft,  Raytheon and
Infrared Industries—Amott, Baker
& Co., Inc,, 150 Broadway, New

York 38, N. Y. Also available is

a memorandum on Ginn, Grolier,
Welch Scientific and John Wiley
& Sons.’

Canadian Oil & Gas Producers—
Memorandum — Jackson, McFad-
yen Securities. Limite«,, 455 Craig
St., West, Montreal, Que., Canada.

Closed-End Investment Companies
—Study—Schweickart & Co., 29
Broadway, New York 6, N. Y.

Cyclical Stocks — Review with
particular reference to Armstrong
Rubber . Co., Bucyrus Erie Co.,
Carborundum Co., Cooper Bes-
semer Corp., and Diamond Alkali
—Orvis Brothers & Co., 30 Broad
St., New York 4, N. Y.

Domestic Great Lakes Shipping
Industry — Report — Jamieson &
Co., Torrey Building, Duluth 2,
Minnesota.

Electric Utilities — Review with
particular reference to Duquesne
Light, Puget Sound Power &
Light, Commonwealth Edison,
Public Service Electmc & Gas,
Florida - Power “& ' Light,**:
Orange & Rockland  Utilities —
: Hirsch' & Co., 25'Broad St., "New
York 4, N, Y

Electronics—Review—A. M. Kid-
der & Co., Inc., 1 Wall St., New
York 5, N. Y. Also available is an
analysis of * Holt, - Rinehart &
Winston, Inc. o

Institutional Holdings of Over-the
Counter Industrials and Utilities
—Brochure listing 90 OTC indus-
trial and _ utility stocks held by
leading investment and insurance
companies, number of institutions
holding each, the 1961-62 fiscal
and interim per share earnings,
current price and 1962 high-low—
Troster, Singer & Co.,: 74 Trinity
Place, New York 6, N. Y.

International Market—Bulletin—
International Bond & Share, Inc.,
International Building, San Fran-
cisco 8, Calif.

and "

Japanese ' Market — Investment
Survey — Daiwa Securities Co.,

- Ltd.; 149 Broadway, -New York 6,

N.Y.

Japanese Market — Review
Nomura Securities Co., Ltd., 61
Broadway, New York 6, N. Y.
Also available is .an analysis of
Mitsukoshi Ltd.. ;

Japanese Market — Review
Yamaichi Securities Co. of New
York Inc., 111 Broadway, New
York 6, N. Y.  Also available are
reviews of Nozaki & Co., Lid,
Seika - Sangyo Co., - Sumitomo
Sheji Kaisha Ltd., Tokio Marine
& Fire Insurance Co. and Yasuda
Fire & Marine Insurance Co., Ltd.
with comparative figures on the
major Japanese non-life com-
panies.

Motor Truck Industry—Bulletin—
Goodbody ‘& Co., 2 Broadway,
New York 4, N. Y.

Optics  Industry — Analysis in
September issue of “Investornews”
—PFrancis I. du Pont & Co., 1 Wall
St., New York %5, N. Y. Also in
the same issue is an analysis of
Minneapolis . Honeywell and re-
ports on Maryland Cup, St. Regis
Paper, Simmons and Raytheon.

Over-ine-Counter Index — Folder
showing an . up-to-date compari-
son:-between the listed industrial
stocks ‘used  in the Dow-Jones
Averages and the 35 . over-the-
counter industrial stocks used in
the National Quotation Bureau
Averages, both as to yield and
market performanceover a 23-
year - period — National :Quotation
Bureau, Inc., 46 Front  Street,
New York 4, N. Y.

Over the Counter Stocks—Bulle-
tin—Cruttenden, Podesta & Miller,
La Salle at Jackson, Chlcago 4,
Illinois.

Paper Compames — Bulletin —
Walston & Co., Inc., 74 Wall St.,
New York 5, N. Y. Also avallable
is a ' list of “trading”- stocks which
may rally. ‘

Public Utility Common Stocks—

- Coniparative figures—G. A, Sax-

ton & Co., Inc., 52 Wall St.; New
York 5, N. Y,

San ‘Francisco Peninsular Area—
Information on three tax-free is-

For banks, brokers and financial institutions

Firm Trading Markets in—

~

HAnover 2-2400

( a)" Operating Ui‘i/iz‘/'es

(b) Natural Gas Companies

Transmission, Production

& Distribution

Troster, Singer & Co.

Members New York Security Dealers Association

74 Trinity Place, New York 6, N. Y.

Teleytpe NY 1-376; 377; 378

The Commercial and Financial Chronicle .

sues yielding 5% % - Grande &
Co., Incorporated, Hoge .Building,
Seattle 4, Wash

% * P
Alberto Culver——Memorandum—
Wm. H. Tegtmeyer. & Co., 105

" South La Salle St., Chicago 3, Ill.

American Broadcasting - Para-
mount Theatres, Inc.—Analysis—

‘Sprayregen, Haft & Co., 26 Broad-

way, New York 4, N. Y.

American Sugar Refining—Data—
Filor, Bullard & Smyth, 26 Broad-
way, New York 4, N. Y, Also

available is data on United Fruit.

Amphenol - Borg Electronics —
Analysis—H. Hentz & Co., 72 Wall
St., New York 5, N. Y. Also avail-
able- are analyses ‘of Barth Vita-
min Corp., Miehle Goss Dexter

. Inc,, and Radio Corp. of America.

Brunswick Corp. — Analysis —
Robinson & Co., Inc.,, Robinson
Building, Philadelphia 2, Pa.

Chesebrough-Pond—Comment in
current issue ‘of “Investment
Letter” — Hayden, Stone & Co.,
Inc., 25 Broad St., New York. 4,
N. Y. Also available are discus-
sions of Chrysler and Virginia
Chemicals and Smelting.

Columbia Gas — Memorandum —
Penington, Colket & Co., 70 Pine
St., New York 5, N, Y. Also avail-
able are.memoranda on Mountain
Fuel Supply, California Water &
Telephone and U, S. Rubber.

Columbus Plastic Products Inc. —
Analysis—W. E. Hutton & Co.; 14
Wall St., New York 5, N. Y.

Combined Insurance Company of
America—Analysis—Schwabacher
& Co., 100 Montgomery St., San
Francisco 4, Calif. Also .available
is an analysis of Pacific National
Bank of San Francisco.

Copymation Inc, — Bulletin: —
Webber-Simpson & Co., 208 South
La Salle St., Chicago 4, Ill.

Dale Estate — Analysis — Annett
Partners Limited, 220 Bay Street
’I'oronto, Ont., Canada

Dallas . Airmotive — Report —_— Ep-
pler, Guerin & Turner; Inc., Fi-
delity Union Tower, Dallas 1, Tex.

L."A. Darling Co.—Discussion in
current . issue of “Investor’s
Reader” — Merrill ‘Lynch, Pierce,
Fenner & Smith Inc., 70 Pine St.,
New York 5, N: Y. Also in the
same issue - are discussions of
Crompton & Knowles Corp., Die-
bsld . Ine,, United Carr-Fastener
Corp., Texas . Indusiries, . Paper-
craft - - Corp., . Marlin .
Corp.; Abbett Laboratories and the
Helicopter Indusiry.

Diebsld Inc. — Bulletin — DeWitt
Conklin Organization, 120 Broad-
way, New York 5, N. Y.

Electronic - Associates—Analysis—
Birr, Wilson & Co., Inc., 155 San~
some St., San Francisco 4, Calif.

L. M. Ericsson Telephone Co.—
Six page guide for use of share-
holders in the U. S.—Doremus
gz go 120 Broadway, New York

Gem International Inc. — Memo-

randum—Weil ‘& Co.;" Woodward"

Building, Washington 5, D. C,

General Electric Co. — Memoran-
dum—Vanden Broeck, Lieber &
Co., 125 Maiden Lane, New York
38, N. Y. Also available is a memo-
randum on General Outdoor Ad-
vertising and Union Carbide Corp.

General Motors Corp. — Data —
Oppenheimer, Newborg & Neu,
120 Broadway, New York 5, N. Y.
Also available are data on Radio
Corp. of America, Shawiniran
Water & Power Co., and Unilever
N. V.

Heover Co. —Ana1y51s—Charles A.
Taggart & Co., Inc, 1516 Locust
St., Philadelphia ‘2, Pa.

Investors Syndicaie of Canada —
Memorandum—W. C. Pitfield &
Co., Inc., 30 Broad St., New York
4, N. Y. Also available is a memo-
randum on Industrial Acceptance.

« Jarrell Ash Co.—Analysis—Clay-

ton Securities Corp., 147 Mllk St.,
Boston 9, Mass.

Rockwell

Laclede Gas — Memorandum —
Semple, Jacobs & -Co., 711 St.
Charles St., St. Louis 1, Mo. -

Marathon 0il- Co.—Memorandum
—R. W. Pressprich & Co., 80 Pine
St., New York 5, N. Y.

J. Ray McDermott & Co.—Report
— Harnis, Upham & 'Co., 120
Broadway, New York 5, N. Y.

Mead Johnson & Co.—Analysis—
Butcher & Sherrerd, 1500 Walnut
St., Philadelphia 2, Pa.

New York Trap Rock Corp. —
Memorandum — Charles King &
Co.,; 61 Broadway, New York 6,
N.. X, by

Norwalk Truck -Lines—Memoran-
dum—J. N. Russell & Co., Inc,
Union Commerce Building, Cleve-
land - 14, Ohio,

Nova Scotia Light & Power Co,
Ltd.—Analysis—Royal Securities
Corp., Limited, 244 St. James St,;
West, Montreal 1, Que., Canada

Nuclear Materials & Equlpmentr—
Memorandum—Reed, Lear & Co,,
Grant Building, Pittsburgh 19, Pa.

Permanente Cement Co.—Analyt-
ical brochure — Dean Witter &

" Co., 45 Montgomery St., San Fran-

cisco 6, Calif.

Permanente Cement Co.—Review
— L. F. Rothschild & Co., 120
Broadway, New York 5, N. Y.

Philadelphia - Reading Corp.
Memorandum -~ Reuben Rose &
Co., Inc., 115 Broadway, New
York 6, N. Y.

Philadelphia & Reading — Memo-
randum—J. W.. ‘Sparks & Co., 120
Broadway, New York 5, N. Y.

Playskool 'Manufacturing Co. —
Analysis—Freehling, Meyerhoff &
Co., 120 South La Salle: St Chl—
cago 3, 1L

chlentlﬁc Computers Inc. -—Analy-

sis — Continental Securities Inc.,

607 Marquette Ave,, aneapolls ;

2, Minn,

Scott Pa.per Coempany — Report —
Reynolds ' & Co., 120 Broadway,
New York 5, N. Y. Also available
are comments on Carrier Corp.,
General Tire & Rubber, Goodyear.
Tire & Rubber, Inland Steel and
U. S. Rubber.
Sinclair—Memorandum—Pershing
& Co., 120 Broadway, New York
5, N. y.

Smyth Worldwide Movers Inc. —_

. Analysis — Hinton Jones Granat

Inc.; 1411 Fourth Ave. Building,
Seattle 1, Wash, - -

Stephenson Fmanoe‘ Co., Inc. —
Report—David S. Zinman Co., 925
Market - St.,” Wilmington 99, Del.
Stockton, Whatley, Davin & Co.—
Memorandum—Allen C. Ewing &
Co., Prudential Building, Jackson-
V1lle 7, Florida.

Title Insurance and Trust Co. —
Analysis—Pacific Northwest Co.,
United Pacific Building, Seattle
24, Washington.

U..S. Plastics, Inc.—Card Memo-
randum — Roman & Johnson, 15
Southeast Third Ave.;, Ft. Lauder-
dale, Florida.

C.J.Aal Forms
Own Inv. Co.

C. J. Aal & Co., Inc. has been
formed with offices at 40 Exchange
Place, New
York City,. to
deal in over-
the-counter
and convert-
ible securities.
C.Jerome Aal,
President of
the new firm,
was formerly
with Burnhan
and Company
and prior
thereto for
many years
with Bache &

Co. Tom P. C. Jerome Aal

Karlo, previ-

ovsly ‘with Fahnestock & Co.; has
joined C. J. Aal & Co., as trader.

¢ Wood, New York,

. Thursday, September 6, 1962

1. B.A. Mun1c1pa1
Conference =

The First Municipal Conference in
the fifty-year history of the In-
vestment Bankers ‘Association of
America will take place at the
Pick-Congress Hotel on Sept. 11
and 12 in Chicago. If attendance
is any criteria, the Conference is
already a:success with over 440
bond men registered.

The importance of this Confer-
ence can best be demonstrated by
the fact that municipals have more
than quadrupled ‘the volume- of
their- long-term  bond issues: and
such offerings are now coming to
the bond market at a rate close to
$9 billion yearly. The Conference
will. be devoted exclusively to
subjects of concern to underwrit-

ers of tax-exempt state and local
securities,

Major discusswns will include on
Sept. 11, “Municipal Bonds from
the Viewpoint of Buyers.” George
B. Wendt, The First National Bank
of Chicago, will be . moderator,
with Richard H. Samuels, Conti-
nental Casualty Co., Charles W.
Potter, American Telephone and
Telegraph Co., Donald D. Miner,
Chemical Bank New  York Trust
Co., and Richard P. Barnard, New
England Merchants National Bank:
of Boston as members of the panel.

Curtis H. Bingham, Bingham,
Walter & Hurry, Inc., Los Angeles,
President of the I.B.A. will ad-
dress the luncheon on Sept. 11 on
“Investment 'Banking as a' Vital
Force in the American Economy.”
Watter A. Schwidt, Schmidt, Rob-
erts & Parke, Phi'adelphia, a: past
president of the ‘Association will
speakon the “@Golden ‘Anniversary
of .the Investmont Bankers Asso-
ciation.” ." =

An afternoon seminar will be'
held- on’ “Underwriting ‘and Syn-
dication of Municipal Bonds, with
Alan K. Browne; Bank.of Amer-
ica, San Francisco, moderator, and
a panel composed .of Arthur E:
Kirtley, First Boston. Corporation,
Chicago; Alan N. Weaden; Weeden
& Co. Incorporated, New. York;
Delmont K. Pfeffer, First National -
City Bank, New York; Frank C.
Carr, John Nuveen & Co., Chicago;
John C. Clark, Wachovia Bank
and..Trust = Co., ‘Winston - Calem,
N..C.; and William. C; Jackson, Jr1.;
First Southwest- Co: pany, Dallas

On Sept. 12 the morning session
will cover. “Broadering the Mar-
ket for Municipal Bonds.” Walter
H. Steel, Drexel & Co., New York;,
will be moderator. Epeakers will
be Raymond-E. Hengren, Federal
Deposit Insurance Corporation, on
“Improvement of Municipal Eond
Prospectuses”; Dr. Emmett ‘Wal=
lace, James O. Rice Associates,
Inc., New York, “Development of
Management Objectives and Poli-
cies”; Fred D. Stone, Jr., Marine
Trust Company of Western New
York, on “Public Education .and
Sales Promotion”; and G. Thomas
Yeager, III, Baker, Watts & Co.,
Baltimore,. on “Developing Retail

_Interest Among Individuals.”

Thz Sept.- 12 luncheon-will be
addressed by John N. Mitchell,
Caldwell, Trimble & Mitchell, on
“Federal Legislation in the erld
of Mumcrpal Finance.”

The afternoon .session will" be
devoted to “Legal Aspects of Mu-
nicipal Bonds,” with Russeil M.
Ergood, Jr., Stroud & Company,
Inc., Philadelphia, as moderator.
Speakers will ke Henry J. Craw-
ford, Squire, Sanders. & Dempsey,
Cleveland, on “Statute of Frauds,
Negotiable Instruments Law and
the Uniform Commercial Code”;
Paul Wm. Cutler, Chapman and-
Cutler, Ckicago, on “Role of the
Municipal -Bond Attorney”’; Frank
E. Curley, Hawkins, Delafield &
“Ceonstitutional
Basis of Immunlty of Mumclpal':s
Bonds from Federal Taxation”;-
and John J. Gunther, United States
Conference of Mayors “Attitude
of Congress Toward Tax Immu-
nity of Municipal Bonds.” g

itized for FRASER
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Essential Role of SBIC’s

. .
By Stewart W. DeVore,* President, National Association of Small
Business Investment Companies, and of Fort Worth Capital Corp.,

Fort Worth, Texas

Spokesman -for the small business investment companies proudly
sums-up the indusiry’s growth and goals since its inception four
* years.ago. He, then, admonishes the industry to correct the.factors
-responsiblie for its currently. pressing problems of operating: (1)
profitably, (2) ethically, (3) purposely, and (4) independently.

William = Shakespeare ‘said, “All
the world’s a stage and .all the
men and women are merely actors
and actresses. They have their
exits and their
entrances and

each: man in.

his time plays
many parts.”
1 would like
to reflect upon
the fact that
all the world
is a stage and
that we are

actors and ac-.

tresses upon
this stage.
Looking real-
istically at the
world as a
stage, we see
drawn into conflict in all areas
two great systems ' and philoso-
phies of life, One is known as
communism :and the other is
known as capitalism. The purpose
of each system is to succeed and
thereby become the dominant
system of economics, philosophy
and life in the entire world.

In perspective, it may be asked
where do we, you and I, fit on
this stage of the world. Well, cer-
tainly the answer must come back
that we are on the side of capi-
» -talism. Let us look then at the

role of capitalism 'versus com-
} munism on this world stage to-

night and see if we can discern

a role for us to play as operators
..of Small Business. Investment

Companies.

Is this capitalism that we es-
pouse a vigorous competitor for
the mind and heart of mankind
throughout the world today and
in  particular, is it so in the
United States? The study of Con-
gress concluded in' 1958 showed
that much ‘was lacking in the
health and vigor of capitalism in
the areas of small business. They
concluded that 95% of. all busi-
ness organizations were categori~
cally small businesses lacking in
ability to provide through the in~
ternal .generation of . retained
earnings sufficient growth capital
to become vital and vigorous and
expanding organizations.

Stewart W. l_)eVOre

1958 Legislation

Therefore, with the extensive
study of Congress concluding that
an overwhelming majority of our
business institutions were lacking
in the opportunity for growth and
expansion because of the inade-
quacies of our present system' of
providing long-term capital to
these 95% of our business institu-
tions, we must say that all is not
as well as we would like for it to
- be in the house of capitalism. And
this conclusion' Congress  likewise
asserted and prescribed a therapy,
a course of treatment designed to
improve the resourcefulness and
capability of growth for American
small business. This was the Small
Business Investment Act of 1958;
In the adoption of this Act, Con-
gress created a new financial in-
stitution, the Small Business In-
vestment Co. Now the purpose of
the creation of this new financial
-institution of Small Business In-
vestment ‘Company was to make
capitalism and particularly in the
small business segment a more
vigorous and adequate competitor
to stand and to overcome in the
aggregate the forces™ of com-
munism - who have vowed -to
“bury us.” -

Since the fall of 1958 we have
elected to join in this fight. We
have taken our stand to accept

L e

the invitation “and challenge of
Congress by obtaining a license
to operate as a Small. Business
Investment Company. Let us,
therefore, take the large view of
our position “as SBIC operators.
It can- betruly said that we are
soldiers in an Army engaged in
a worldwide economic war. Our
mission for capitalism ' is to in-
crease its vitality, to decrease its
failures and to improve its man-
agement and stimulate its growth
and profitability by meeting the
‘equity capital needs of small busi-
ness. To the extent that we suc-
ceed in this effort, we can take
pride as being actors on the world
stage who, in our day have played
a significant and vital role.

600 SBICs

Of the record to date of our
activities, jointly let us examine
the progress that has been made
and objectively seek to determine
what we collectively can do to
be better actors on this worldwide
stage we find ourselves. Three
years ago we . were only 16 in
number; that is, there were only
16 licensees operating ag small
business investment 'companies.
This means that only 16 companies
in this United States were at that
point engaged in the business .of
providing equity capital to small
business enterprises in this coun-
try. Two years ago this number
had increased from 16 to 109 and
the effectiveness. of this program
became more apparent. As recent-
ly as one year ago there were 303
small business investment compa-
nies operating on that stage under
the banner of capitalism to serve
small business, Now we count in
our ranks 600 companies dedicated
to the proposition that we shall
gain mutual profit through service
to small business and thereby in-
crease the effectiveness of capi-
talism as an.economic system.

From zero financial resources
our industry has grown in size in
three and one-half years to $700,-
000,000 now -~ available for or
already invested  in = American
small business. You and I as a
part of this troupe can take pride
in the success that has thus far
obtained. But lest we believe that
we have overcome the problem of
supplying the capital needs of
American small busineess, we
must take the over-all view and
say that it is not the war which
is won but only the first battle —
the battle to become an institution
national in coverage and adequate
in size to serve American small
business.

Today’s Problems

What then are the problems for
today? Today we must come to
grips with new battles that have
to be fought and won before we
can achieve lasting success. The
objectives and the targets are easy
to define. First of all, we must
learn to operate profitably. The
earnings record to date- as re-
flected by the collected statistics
of 'SBA reflect the large amount
of uninvested funds or funds tem-
pararily invested in low earning
securities. The record also shows
investments on which no profits
have yet beén realized and on
which a sound judgment can not
yet be rendered. The record also
reflects several actual losses sus-
tained to date. Our earnings rec-

ord ‘shows ‘that we are in many

instances inadequately capitalized
for the opportunities that we each
havg. In my opinion the next ef-
fective measurement of success of

small business investment compa-

‘nies will be determined by the

number of companies that are able
to grow . in size from .minimum

. capitalization to at.least $400,000

in capitalization at which point
they may become economically
self-sufficient when they fully
employ their own resources and
resources made available to them
through the Small Business Ad-
ministration. . A further indict-
ment upon our record to date re-
flects the fact that the majority of
the licensees are, because of size,
forced to resort to part-time man-
agement which' prevents the full
utilization of our opportunity to
serve American small business in
each of our own communities.

The second  objective that we
need to attain. is to operate eth-
ically.. While our record to date,
we think, is a reflection of ethical
operations yet in all candor we
must say that the record is not
perfect. And it must be our con-
tinued objective to operate ethi-
cally " as - well as profitably.
NASBIC has encouraged an ethi-
cal concept of operation of this
business as we believe it is fund-
amental to -the success of the
program as a whole.

Purposeful Investments

Third, we need to operate pur-
posefully. By this I mean that we
as SBIC operators need to have
always before us an awareness
that this industry was created and
stimulated by Congress to serve
a national purpose, that purpose
being to achieve a profit through
service; I repeat, service to small
business. As we consider each in-
vestment we need to have before
us constantly one consideration
among all others, does this invest-
ment serve the national purpose
for which we hawe been created?
iFor instance, if an investment
benefits only the small business
investment company and merel
incidentally benefits the small
businessman, it is not worthy of
our support. Each investment
must attempt to achieve a ‘signifi-
cant benefit to a‘ small business
and by benefitting a small bus-
iness we can'then derive a legiti-
mate and purposeful profit. Such
an investment will then be worthy
of our support. To do otherwise
will only weaken our standing as
an industry and in the end bring
disrepute upon us all,

Our fourth need is to operate
independently, that is, independ-
ently of government resources.
We have in the inception relied
heavily upon the partnership that
we have with the United States
Government, but this sort of a
business relationshp can be most
disappointing. At the present time
we are now  waiting for Con-
gressional - deficiency appropria~
tions to enable our partner SBA
to make good its financial com-
mitments to this industry. The
difficulties this has brought upon
us it not to be charged to our
friends in the Small Business Ad-
ministration, It is merely a re-
flection upon the fact that when
we are dependent upon obtaining
our financial resources from the
Federal Government, our industry
is beset with problems and re-
strictions of a political and gov-
ernmental nature that limit our
effectiveness to serve the cause to
which we are dedicated.

Therefore, the less dependent
this industry is upon Federal re-
sources, the more effective we
will be. Yet to attain financial ac-
ceptability in the public security
markets, and with institutional
investors such as life insurance
companies,” we need to demon-
strate our ability to operate
profitably as an industry. These
then are the four remaining and
immediate goals of the National
Association of Small Business In-
vestment Companies in its desire
to effect leadership in this in-
dustry.

As. for. our association, also an

-actor on this world stage, we can

take pride in the fact that our
association, .the National Associa-

_tion of Small Business Investment

/

Companies, has become and is to-'
day the only trade association
specifically dedicated to ' the im-
provement of the small business
investment company industry, We
take pride again in the fact that
this industry represents two-
thirds - of all licensees engaged in
the business and that these com-
panies collectively represent ap-
proximately 75% of the dollars in-

vested and made available to !

small ' business in the. United
States. Our ‘need for - continued
growth  in  membership = and

vigoration of our trade associa-
tion activities continues. In the
final analysis, you and I as ac-

tors on' this .stage will not be .
judged by our performance alone, ||

because, individually, our per-
formance will be lacking suf-
ficient contribution to merit judg-
ment, but  rather we shall be
judged on an industry-wise basis.

The problems, therefore, that
we face of striving to. operate
profitably, ethically, purposefully,
and independently can best be ob-
tained by us as an industry on an
industry-wide effort. The organi-
zation seeking to obtain these
goals for this industry, and the
only such organization, is the Na-
tional Association of Small Busi-
ness Investment Companies under
whose auspices we ‘are here to-
night,

I am going to ask you to re-
examine the license that hangs on
your wall, the license to operate
as a small' business investment
company, I would ask you to re-
flect upon this license that it is
literally a license to operate as a
small  business investment com-
pany, but it is more, It is a li-
cense to serve; it is in effect a
grant of opportunity, an oppor-
tunity to profit through service; I
say again, :gervice to American
small business. I ask you to rec-
ognize that by the exercise of this
license to its fullest extent you
will render significant service to
the cause! of capitalism and in so
doing, you: will be entitled to the
profit that will follow.

*An address by Mr. De Vore before
the Midyear Meeting of the National
Association of Small Business Investment
Companies, Fort Worth, Texas.

Mansfield With Fairman
(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif—W. Allen
Mansfield has become associated
with Fairman & Co., 210 West
Seventh Street, members of the
Pacific Coast Stock Exchange. Mr.
Mansfield was formerly with
Pacific Coast Securities Company.
Prior thereto he headed his own
investment firm, Pacific Western

Securities.

(1013) -9

Leon Adams With
Newman, Brown

NEW ORLEANS, La. — Leon
Adams has become associated with
the investment-banking firm of
Newman, Brown & Co., Inc,,
Hibernia Bank
Building, Mr.
Adams has
been in the
investment
business :since
.1920 when he
started  with
the old Hi-"
bernia 'Bank
bond depart-
. ment in New
Orleans, When
the bank
ceased its op-
erations in the
bond business
I in 1933, Mr.
Adams became associated with the
firm  of Nusloch, . Baudean &
Smith, all members of which had:
been connected with the Hibernia
Bank. Nusloch, Baudean & Smith
is being dissolved due to the re-
cent death of Mr. George Nusloch
who was the last surviving part-
ner of the firm,

Consumer Credit
Rose in July

The Federal Reserve recently re-
ported that consumer instalment
credit rose $341 million in July
after allowing for seasonal influ-
ences, slightly more than in June
but $125 million less than the
April-May average. A rise in ex-
tensions was largely offset by an
increase in repayments from June
to July.

Automobile credit ‘expanded
$171 million on a seasonally ad-
justed . basis, almost $40 million

more than in June but less than
in either April or May. The ex-
pansion in other consumer goods
paper, at $61 million, was some-
what smaller than in the preced-
ing month. Personal loans rose
$97 million, slightly less than in’
June and about one-third less
than the April-May average. ;

Noninstalment credit, season-
ally, adjusted, rose $23 million as
individual components showed
relatively small changes. Total
consumer credit increased $364
million.

Leon Adams

NEW ISSUE

1 11 Broadway

All these securities having been sold, this announcement appears as
a matter of record only,
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The U. S. Populatmn m 1965.

By Conrad Taeuber," Assistant ‘Dlrector, Bureau of the Census,
4 ashmgton D.C. - ¢

Analysis of the |mpact of predlcled 18 mllion populahon gain in tho y
first five years ‘of the 196D's assesses ohallenges ‘posed: by ‘shifts in-
ihe -age ditferentials of e population mix, geographic shifts of the
population, -ami changes ‘in family and household structure. Census
official cails attention to the growing yeunger entries into the labor
force, the mouniing numbers .in the 15-19 group, and the shrinkage '
of younger exetutives, Moreover, Mr. Taeuber expects “professwnal,’.
technical and kindred workers” to continue fo grow as a per cent
of the dabor. force. . The conseguences of the population changes are
also analyzed in terms of metropolitan — or urhamzatlon—growth, .
and with respect to impact upon spending patterns and GNP.

The Commercial and Financial Chronicle .-,

and before very long contributing Ilhteracy is almost entlrely con-
10 the growmg numper of younger fined tq- the older population tnat
~cnilaren, ' The  pressure on :6ur al(-not have the eauvational ia-
\SCNOOILS . and colleges nas been e “Clities wmcn dre avallabte tooay.

result - of | three ' etements. fhere The méuian educational level tor-
has :béen a :rapid growth in the /persons. 20-24 years old, those.

number of ‘youngstérs of ‘scheol ‘who have recenmy been in our
‘age. There has also -been .a rapid -scnool -system, .is ‘now- a little
increase in the proportxon of ‘these 'more than mgn scnool gradaation,
‘larger numbers wno . continte in @ ‘Lhere are, or- course, aifferences.

:s¢hool” ~beyond “the ' compulsory ' The youhg man in this age ‘group’
For 'the who 1s-ctassifred as nonwnite falis:

‘school tattendance age.
.grade and. high schools, and ‘to‘about .two  years. short of  this

. some. extent for:the. colleges also,- over—all .average, and the young

. there has been. in addition-to‘these : woman' in. the same racial classi-

- elements, ‘the :growing popularity - fication.’has :about one year ‘less’

ofs hvmg -in »metropolitan- :areas..-.than the average. In the five years
/ Qur ‘suburban. ‘schools, and .those between 1960. and. 1965,  we ex-
" in -our -big' cities too,- have ‘peen’ pect to add, about '8 m1llmn high

" affected by the’ contlmnng migra~ schnol ‘graduates 'to out popula—-

Phe large population  counter in turn 1nterrupted by the war itself. tion of -the- population to metro-- tion tobring the ‘total ‘to’ about

the lobby of the Department
Commerce -in - Washington today
shows the pooulation of the United
States.as al-
most 186.2mil-
lion, about 6
millien more
than the cen-
sus ‘count of-
two years-ago.
We are  add- -
ing nearly 3
million per-
sonstoour
total popula-
tion each year.
Thris is thenet -
resulting from
soime 4.3 mil-
lion babiés
born, -about

Conrad Taeuber -

1.7 million dea‘ths

For the near ‘future” it seems’

likely. that this' growth may be
continued, ‘and ‘that the popula-
tion in 1965 may be about 196.2
million. Let me underscore that
vord may, for we lack the crystal
ball that would permit me to say
with assurance . just.. ;what the
figure at any. given. time..in- the
#itare will be. Perhaps -1 should
disqualify myself on the forecast-
ing. business.at once by -pointing
o4 ‘that some six years ago be-
fore this ‘body, the Director of ‘the
Bureau of the Census gave'a figure

sone 5 ‘million less as the likely-

pr*pulation-in 1965. The figure of
3 -st, -over 186 million. - assumes
t. -t American women. will con-
tinue to have children at about
ti.»> same Tates at ‘which they have
b=-n having them recently. And
5ii of us know how difficult it
is to predict what a woman, let
aluiie 42 million of them, will do
gver a period of years. :

“he fact that our populatlon
prujections  in” the past -have
+-ded to be lowis no sure guide
fiv. appraising the future. - The
¢.-»ninant factor in the future: size
o' our population—assuming that
v-=avoid the disaster of a nuclear’
v r—is the -occurrence-of ‘“Blessed
% 2nts.” The prospective changes
ii. the death rate are not likely
t> have much effect. Already
{ureefourths of -all deaths -occur
{ + wersons who are 55. years old or
oer. The infant mortality rate
will no doubt continue to go
¢wn and we may- gain greater
control ‘over ‘the frequency of ac-
c.dental deaths,
T
Lzi's of our future population very
nuiich. - Immigration is subject to
icgislative and administrative con-
t: o1, and it is conceivable that we
would ‘increase or “decrease  the
number of immigrants. But for
tne present this is too small a part
©: the total to have much effect.

Co'owing Popularity of Two-Three
Children Families

‘Ne come back then to the esti-
fmation of the number of babies
1:.xely to be born. Our birth rate
tsday, which seems high in rela-
won to that of the 1930’s, is in
reality a controlled rate. It
@iopped very sharply during the
gépression years and grew very
stowly later in the 1930’s. With
tue growing rate of economic ac-
tivity as a result of the onset of
the war. there was some pick-uv
in the birth rate, which was in

R

. The -big -change-in comparison
* with 'a -generation ‘ago
300,000 lmmlgrants net and some,

but neither of -
sse is likely to affect the num- :

¢nere was again an increase in’

the birth rate, and this mgher-

level " has -continued, with some:
fluctuations, - to the p‘resentr time,

 Compared --with ~the "birth - rates.
: that' were prevalent in this coun-

try. a .century..ago, -our :current’

., rate is very low. It is high only:in
_. comparison with that of the 1930’s.

Nor has the increase .come about
as a result of a' growing popu-
larity of large families :such as:
those we  know ' from Colonial
days. Only about. 10% -of "the:
babies born in~1960° were born 1o’
mothers who had already had fiver

- children. About half of that year’s

total were first or second babies.

is - that.
there - has ‘been -a. substantial in-
crease 'in ‘the proportion of. all
women who are married, and that
there has also been a substantial
increase in the proportions of mar-
ried 'women who have: children.
Families with two and three chil-
dren -have . grown: in .popularlty,
and ‘there ‘has been-a ‘decrease in
the: proportion  of ' families - with;:

of “But after: the close ‘of ‘ the ‘war politan areas partlcularly to the 60 mlihon That would ‘mean that

suburbs: by’ then, ‘one” out of every two
“Although' the’ focus of atten‘tmn ‘persons 18 and: over will be a
on “educational problems may: high school .graduate. The num-

shift to the rapidly growing group ber ' of ‘college graduates “in"the

of youngsters of high:school and’ population will also increasé, We
college age, this is not to say ‘that: expect that' we will have:added
the problems in regard to" the ele-' dbout i -million’ to “that number
mentary - ‘schodls are “over. By between, 1960 and 1965, to bring
1965, the ‘number” of children 'of the total above 9 mllllon Two-
schodl age  (5-17)" will “have” in-: thn'ds of.the 8.8 million persons
creased by about 5 million. And if . with: ]ess tha five years of school-
the parents”of ‘these young “chil-'ing are, 50" years old.or ever and
dren “continue "to show a high their: ﬂsumber is expected to de-
preference’ for ‘living in nierto~ cline. - .

politan: -areas,--these -.areas: will “Attention - has frequently been
contmue to. feel growmg pains ‘called “to' the -growing number of
in their school systems riot ‘unlike. young people’ who will be ready
those " which . they have expen— for:the labor market in the near
enced in recent years.

‘Finding Jebs for Younger

‘Labor Force the ‘proportion “of ‘that greup in’
The difficulty of finding jobs the labor force. Labor fofc¢e par-
for young men or 'women just en- ticipation rates  for men’ 25-64

"tering the . labor force will con- years:old have changed very lit--

tinue over the near future. 'I'hls tle, for: nearly every :able-bodied
year about 2.7 million persons are man in ‘these ages is in ‘the labor
reaching their 18th birthday, and force. - ‘With ‘increasing provision
next year .the number will be for. ‘income - for - older- persons;
about: theirsBmessIt goés ‘apit by there “has’ been ‘a decline in the

only one child,‘ornenpe. : /" oY aboutia? million-in 196465, re« fp'rop’m‘t‘iclnJ of! n‘len 65 ‘and ‘over-in

Very few couples-are havmg all
the children which are biolegically’
p0551ble With ‘earlier-age at ‘mar-
riage ‘and ‘a tendency to- ‘have
the children ‘within a fairly short
period ‘of time, ‘women' on 'the
average have thad theirlast ‘child:
_before, reaching- their . 30th . birth-’
day. It isn’t that: they are iless
fertile than their grandmothers or
great grandmothers, but ‘rather
that they have adepted -a differ-
ent ‘set ‘of values- in -relation to
family size—and these could be
changed again. -

There is some uncertamty about
the number of babies to ‘be born
by 1965, i.e., those who,K will ‘be
under three-years old in that year.
But there need be no uncertainty
about the other elements.of our
population. by ‘that time, for ex=
cept for a few immigrants ‘still ‘to
come, these others are ~dlready
here. - The mumbers -of ‘school "age
children, teen-agers, young mar-
rieds, - middle aged and senior
citizens can. be projected with

‘relative certainty. ‘Rieflecting

changes .in numbers of births in
earlier years, there are substan-
tial differences in the rates at
which these several age groups
will grow. or decline. ;-

. Late Teens Growtly—,—
-A ‘Big Challenge

The biggest change is that for
the late teens—an increase of
about 3.5 illion -young people
15-19 between 1960 and 1965. This
is the reflection of ‘the postwar
increase in the number of births.
Altogether the number of young-
sters who contribute to what has
been dubbed “The Dreamy Teen-
Age Market” grows by about 5
million. By 1956 we will have 36
million 10-19 year olds.. As re-
cenfly as 1950 we had only ‘22
million of them. The number of
persons 20-24 years old will in-
crease by nearly 2.5 million.

Here in large part is one of the
major - challenges for, the years
ahead.. These young :‘people are
in need of schooling, thev will be
.goinP: on »-'to college; looking for
openings .in the labor. force. and

flecting: the. effects' of ; the . de-~the" labor fotce. ~However, ‘there

. from 37 to 6%.

future. As a larger proportion of
young men continue' their-school-
. ing, there has:been adecline in’

mobilization following the end of
World War II. It then confinues
at between 3.5 and 4 million for a
number: of years. In 1965 the
number of persons 18-21"years old
will- be -about. 12: mllllon, an; in-,
crease; of 2.5 ‘million in five years.

From the -standpoint .of -em-
ploYers looking, for young -execu-
tives, the:decline in the. number,
of .persons. between .30, and ; 34,
and between 35 -and 39 may re-
flect ' a . serious - shortage Con-
versely, the young man who ‘had
the good luck, or the good sense,
to be born. ln the late 1920’s or
early 1930’s finds that he has a bit
less competition' among ‘persons of
his .age than his older brothers
had, or his. younger. brothers:will
have. The babies: that were not
born -then  have. --a:. continuing
effect. on :our age structure. -
- There will be a’ .growing num-
ber. -of ‘persons -in-the more ma-=
ture. age ‘brackets, ‘40-64 years-of
age, ' To 'some -extent they will
probably ‘feel less pressure of job
competition with" younger ‘pepple
because -of the shortage of per-
sons in their thirties.

There will also continue to be
a Tapid ‘growth of the number .of
senior ‘ ‘citizens, ‘those ‘who ‘have

i passed their 65th birthday. About

1.5 million of us reach ‘that mile-
stone each year.. There. are, of
course, many .persons who leave
that age group each .year. Ry 1965
the number of persons 65.and over
will be about 1.6 millien greater
than .in 1960. Most ‘of the :contin=
uing .growth in this age group.re-
flects .changes in the number ‘of
births in .this .«country late in the
nineteenth century, and, in the
number of immigrants early in
the = twentieth. - Declining - -mor-
tality ‘has made "some contribu-
tions, but -‘declining- -mortality
means <chiefly - that the infant
mortality -rate has been reduced
sharonly ‘and that the diseases «of
childhood -and -early adulthood
,l‘m‘lre been_ brought under con-
ro !

Risine Eiﬂm-a‘ﬂonal 'level 5
. The educational .level' of the

has ‘beén-a contmumg growth in
the percentagé 'of ‘women in the
labor - force.- This has been most
tnarked " among women’ who ‘no
longer have young ch1ldren in “the
home

- 80 Mnho'n La,bnr iForce a )
If ‘the’ trends observed- recently
contmue there -will ‘be a _growth
‘of about 1.3 millien in the number
of pérsons-in the labor ‘force-each
year, with the result that the-‘to-
tal labor' foree in 1965 would be
nearly 80" million, in’' comparison
with a little over 74 ‘millions in
1961. ‘Between 1960 and’' 1961 the
labor” force grew by about one
m1111on
“The prospective: increase ‘in the
labor . force' ithat: ‘would" -occur
under = these : circumstances .- is

. about “equally divided between

persons ‘under. 25. and ‘thése- who
are ' 25 wor - older. In: 19656 nearly
eight million persons ‘in-the-labor
force 'will be ‘under: 20.years-of
ageée. With ‘the growing population,
the" riumber ‘of prospective mem-
bers ‘of the Iabor force would in-
crease by ‘some 6.7 million ‘be-
tween 1960 and 1965. ”Durmg the
ten years, 1950 to 1960, the 1abor
force: had: ‘grown- about 85 mil-
lion perons.

There have been sharp 'changes
in. the ‘occupational mix .of the
employed  population. White col-
Iar ‘workers “increased morg rap-
tdly than. gther: grouns and ‘by
1960 “‘they included 42% -of ‘the
total.’ With the growing emwvhasis
on research and development,-and
the . continuing “pressures -to
achieve greater pt‘oductlmty, there
will . be "a  growing -demand - for
people “‘whom the Census --calls
“professional, technieal, and kin-
dred workers.” and by- 1965 they
will - o -doubf “have - asain .- in=
creased their share of the work
force. .This .groun constituted
enlv 4.39% of all workers jh 1000,
by 19R0. thev..accounted.for 11 4%,
and their -share seems certam to
increase.:

“The - most - dramatw declme,
hoth in number and in percentare
terms, -has' been rthat of fatm

establishing their own families— population .continues to -go up. workers, Betweeri 1900 -and.1960

. Thursday, September 6, 1962

their share of the work force fell

ﬂousehold ‘Ohamges and Npendmg 3
Patterns -

Individuals ,group themselves
into “families and households and
their spending- behavior is' de-
termined to a large extent by
their membership in such groups.
Families' consist’ of ‘related ’per-
sons : living ‘together,’ whereas "a
‘household , may - include’’ persons '
not related-to the head, or even
a . person llvmg alone. In the re--
cent ‘past we have ‘seen two op-
posite tendencies—the average:-

,size of families has been increas-:

ing, reflecting the comparatively.
high ‘Tevel of bu'ths but the av-;
erage size of househoIds ‘has béen’
dechmng somewhat reflecting in:
large measure the growing pro-;
portion of persons living -alone.
There has, been an  especially
marked: "increase -in ‘the’ number’
of elderly - persons mamtammg
their ewn households. !

If it is assumed that the number
of households * will “continue to!
grow ‘hy -about one’ million per’
year, as it has beén doing re-
cently, the total number of house-
holds ‘in 1965 :would: be about 58. .
million: '

A number of dlstlnct trends 1n. 3
relation to. families. and ‘households
are. discernible, Since the end of -
World ‘War. .IL. there has .been a:
marked: reduction.in:the number:
of, families ''sharing . housing: -ac-
commodations,- and : little -change
is ‘expected .in this regard. ‘There.
has: been a ‘significant “increase’
in /the numbeér and.proportion of
one=-person households, and - this

may..well continue, as older per- .

sons. find it possible: to. maintain
their . own - households, ...and . as
younger persons leave the parental
roof 'at -earlier -ages..In 1960, one
out: of 'every: iseven ‘-households
consisted ‘of -only ‘one person::The -
number of these households grew:
rapidly in the 1950's.: With the .in-
erease in-older persons, especially.
widows, the “number  ohezperson. -
households. is likely to contmue to ¢
grow

" Growth ‘of ‘Older ‘Famllles B

One .of the developments which .
is likely to continue is the growth
in the:number of older families
which include no “children in the
household. With the tendency -to
early marriage, and ‘early -child~
be_arin'g,v and- with some improve-
ment in the- death rates-among
adults,. there has been /a: growth
in the humber of families in which
husband and wife maintain their
own households after the children
have grown: and. left to restablish
their -«own - households.. :.These
households .—. sometimes . dubbed
“the empty  mest”’—represent - an
increasing percentage of all house-
holds. They-are: a graup of grow-
ing importance .in our. economy.
In - 1960, more. than ‘one-four  of
these households reported incomes
of '$8,000 or over. -

“Average . (med&an) mcome per
family ' increased . from $3, 300.. i1
1950 to $5,600 .in" 1960. “Even
these, flgures are . expressed
constant (1960) dollars, the m-
crease is.an impressive one (from
$4,100 $0 $5,600, or 37%).

-A. little -over one-third of all
:famxhes had two: «earners,. and
these families in 1960 had sn av-
erage income of $6,400. - Nearly
half of the  families with incomes
in the $6,000-$15;000 range had

)

“two earners. These. families have

had - the financial leeway to fi-
nahce. major appliances, cars, col-
tege ‘education, ‘travel, and other
items which ‘have been among the
growth items. The projected
growth in labor force partlcma—

.tion'of women has as a conse-

guence the growth of families
with two earners. These families
represent an important segment
in a growing market.

Rental Housing Demand
-Translated - into + consumption
patterns for the short range,
therée - would ‘appesr - to be: a
growth in the number -of young
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" households rental

looking for

housmg ready to use credit to ac--

quire ' the necessary : goods 'and
equipment, and with a heavy
concentratmn on young children

and their needs. There will be a:

decline in the number of house-
holds headed by a person in his
thirties and hence a likely de-
cline in the demand for owner-
occupied housing on the part of
this group. The increase in the
households ;which have completed
their childbearing would appear
to involve an increased demand
for goods and services which were
not - so readily financed while
children were competing for the
family’s resources. The growth of
one-person . households - presages
a . growing demand for housing
accommodations adapted to the
special needs of such = units,
though 'in many cases it also re-
flects an inability or an unwill-
ingness to part with the housing
accommodations which were
needed when the household was
substantially larger.

‘Population Shift

Americans have always been a
mobile people, and there is no
reason to assume that their will-
ingness to move from one part of
the country to another ‘will not
continue at a high level. By 1965
the position of most -populous
State 'will have_shifted from the
Atlantic to the Pacific Coast. By
that time, too Florida will prob-
ably have moved into the top ten
so far as State populations are
concerned. The relatively  high
rates of growth in‘the South-
western -States may well con-
tinue, whereas slow -growth or
even decline may continue - in the
States - which are largely rural.
The ~movement -to metropolitan
areas is likely to'continue. During
the :1950’s, 'more ‘than four-fifths
of the Nation’s growth occurred
in-- the “metropolitan areas, -‘and
they have shown:little ‘indication
of - having lost their attraction.
Half the counties lost population
between 1950, and . 1960; ‘a large
proportion of them had likewise
lost between 1940 and 1950. They
are likely to'continue to give up
population to the remainder of the
country particularly to the metro-
politan areas. Although the num-
ber of ‘farms in 1959 was ‘down
3.7 million, the farm population
still includes a large number of
persons who could be made avail-
able to other sectors of the econ-
omy  without impairment of our
agricultural production, In recent

years Americans have shown an

increased ' willingness to - shift

their' places of. residence from °

rural te urban areas and from one
region to another.
areas that have served as the focus
of ‘attraction for migrants can ex-
pect to continue to do so.

~Growing Negro Populatmn

The recently publicized offers
of free transportation for Ne-
groes who wish to leave the south
for’ northern states. may  have
publicity and propaganda effects,
but they are 'not likely to have

much impact on the volume of

the northward migration of Ne-
groes. During the 1950’s, the net
migration of Negroes from the
south to the North and West av-

eraged about 12,000 per ‘month.’

There is mo- indication that this
movement has slowed down since
early 1960. The destinations were
the metropolitan areas and here
the newcomer went into the cen-
tral cities, New York Chicago,
Philadelphia, Detroit, Washington,

D. C. Pittsburgh, Baltimore, and-

Los Angeles, Along with many
other cities; had rapid growth in
their Negro population during the
decade, and the migration to
these cities is continuing. Al~
theugh a -number of- southern
states had net losses in their Negro
population as a result of this out-
migration the supplying areas
have enough -young people mov-
ing into the ‘ages of heaviest mi-
gration to permit continued high

Most of the

out-migration, The probability that
migration~to- northern “cities ~will
continue, coupled with the rela-
tively high birth rates among the
people aiready ' living. in these
cities, makes it a virtual cer-
tainty -that -the number: of Ne-
groes in these large cities will
grow. rapidly. By 1965 the pro-
portion of their population which
is Negro will have been further
increased. The Negro newcomers
have- many of  the adjustment
problems- which the immigrants
from Europe experienced- earlier,
but the process of assimilation is
complicated by the high social
visibility of these newcomers be-
cause of their skin color,

Problems of  government in
metropolitan areas have multiplied
as the population of“these areas
has grown, .The rapid growth of
population' on the fringes of our
major cities has made it necessary
to look for new ways of providing
the public services which are re-
quired in densely settled areas.
Many - efforts are underway. to
meet these problems.

For each city of 50,000 or over
in 1960 the Census Bureau defined
an urbanized area, i.e.; the city
itself, plus the adjoining densely
built-up area, whether incorpo-
rated or not. The 213 urbanized
areas included a total population
of nearly 96 million. Many of the
central cities lost population, and
nearly all of the gains that were
reported were due to annex-
ations. Only three-fifths of the
population of these urbanized
areas was living in the central
cities; the' other two-fifths was
living - in smaller incorporated
places or in areas which were not
separately incorporated.

Suburban areas " conlinue to
grow more rapidly than the cen-

tral cities with which they. are

associated, and the problems..of
local government in these areas
continue to require attention, Un-
doubtedly the next years will see
intensified efforts to develop
methods by which. these prob-
lems can be met effectively.

GNP
The' addition to the nation’s
economy which results from the

.+ . The Commercial and Financial Chronicle

addition ‘of some 16 million per--
sons - during' the first five years .

of the 1960’s is obviously a mat-
ter of speculation. In 1960, the
gross:' national product was esti-
mated at 504 billion- dollars, or
about $2,800 per - person, If the

gross national product grows-at

the same rate as the population,
the increase would- amount to
about 42 billion dollars. ‘ If gross
national product per person should
increase to $3,200 (in . 1958 dol-
lars), as the National Planning
Association  estimated, the added
population. would account for an
increase in gross national product
of nearly 80 - billion ' dollars.
Whether . the  record will - show
that: such increases actually oc-
curred remains to be seen. That
these facts indicate a significant
challenge and opportunity to the
American -economy ‘is hardly
news to the business community.

*An address by Mr. Taeuber at Annual
Econemic_Conference of the National In-
dustrial Conference Board, New York City.

August’s Divs.
Above Year-Ago

Dividend - news ‘in August was
mixed but was generally on the
favorable side, according to
Standard & Poor’s Corp. In line
with the leveling off in corporate
profits, dividends are not being
liberalized on the same wide scale
ac in the early part of 1962, but
the statistical and investment ad-
visory organization reported that
6 companies declared higher
dividends in August, compared
with 63 in August, 1961. Extra
dividends, at 33, fell slightly be-
low the 36 in the corresponding
imonth:, of :last ‘year.  There also..

. were fewer ‘resumptions at 61015,

irespectively. Dividends were cut
by 10 concerns against 12 a year
earlier, while 15 concerns-omitted
payments, virtually = unchanged
from 16, in August 1961,

Wlth Callfornla Investors ;

FRESNO, Calif.—Richard A. Moon
has Jomed the staff of California
Investors, 830 Van Ness Avenue.

The Real Problem Remains!

“I would say that I can imagine- nothmg more
shortsighted than to cut the heart out of this [for-

- eign axd] program, as some people wish to do.
"~ “I was looking at some figures today, which
showed that the Soviet Union had given in eco-

-

nomic ‘and - military assistance to one country—
Indonesia—over $300,000,000-in the last 12 months.

“They are giving, as we all know, substantial
military and ‘economic’ assistance to Cuba as well

. 'as many other countries.
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Kinney Service Corporation

By Dr, Ira U, Cobleigh, Economist

A short report on. an enterprise with expanding earning power,

derived from efficient operation

The year 1962 will be remem-
bered among investment bankers
as one ‘in ‘which hundreds of
scheduled  new offerings were
withdrawn and in which most of
those actually. offered turned in
dreary or uhimpressive market
performances. Accordingly, Kin-
ney “Service Corporation, which
went public on June 19,1962, with
the offering of 262, 500 shares of
its ‘common stock, at $9, would
seem to merit spec1a1 attention.
This issue was promptly oversub-
scribed, and now, less than three
months  -after public  offering,
trades (OTC) at about $18. What
is' there about Kinney common
that has attracted such an eager
investor  following in so short a
time, and caused it to advance so
lustily in a market singularly
hostile to new and unseasoned
security offerings?

Car Parking

The answer to that question' is
four-fold. Kinney derives its
revenues from operation in four
separate business lines: car park-
ing, car rentals, building cleaning
and maintenance, and funeral
parlors. -Only the first two would
appear. to have anything in com-
mon, so we'll review them first.
Kinney operates an extensive car
parking service from—77 locations
in six states. Of these, six sta-
tlons in New York Clty, and one
in Tampa, TFlorida, are owned,
plus a garage in Springfield, OhIO,
55 'are on long term leases and
‘18 of such stations and garages
are operated under management
contracts.  The  oldest parking
company began in 1932. Altogeth-
er, in 1961, over 5. million cars
were handléd at Kinney System
parking facilities. For fiscal 1961,

this division contributed 27% of .

company revenues. -Further, Kin-
ney engineers have developed a
number of revolutionary car
parking and delivery ‘techniques,
and the company is frequently re-
tained by other corporations as a
consultant on parking problems.

Car Rental and Leasing

Related to parking, but con-
ducted by a separate division is
“Kinney System Rent A Car,”
which entered the business in
April 1960, and now offers a fleet
of 3,000 customer -driven cars
through some 60 rental outlets.
Customers may rent cars for from
one day to two years, with special
parking -accommodations if de-
sired, at company lots, The Rent-
a-Car companies rent approxi-
mately 4,000 square feet in New
York City and, in addition, con-

. duct ‘car rental operations from

“Now, here these countries, particularly those in
Latin America which have many economic—serious
economic . problems — those countries of Africa

which are newly emerging—those countries along
the Soviet Union’s border, beginning with Greece,

Turkey, -Iran, Pakistan, Indla Thailand and the
others, South Vietnam; many of them are hard-
presscd — South Korea, the. Republic of China.
They depend upon the United States to assist them
in maintaining their freedom. -

“Now, we have an appropriation of $50,000,000,-
000 for natlonal defense and a large approprlatxon
for the Atomic Energy Commission.

military organization and

tries pass - into the Communist bloc.’

John F. Kennedy

“It seems to me to be the height of folly to
- appropriate these large sums of money for our

let these very vital coun-
’ — President

Whatever the need for meetlnd Soviet competi--
tion in this area, we must never let eurselves come
to suppose that the basic problems of the back-
ward peoples can be solved or even half-solved by

_-lavish gifts to.them. or to any. of their schemmg

leaders.

all Kinney parking locations in

New York and New Jersey. Kin-
ney rents or leases all makes of
cars to customers, but currently

~features Chrysler Motor Corpora-

tion models. Kinney also offers a
unique service, “Instant Cars,”
whereby a car is swiftly delivered
to your home or office, just by a
telephone call. Car rentals and
delivery service accounted for 18%
of revenues in 1961.

l}uilding Maintenance

The original cleaning company
in the Kinney network began
business in 1932. In fiscal 1961,
Kinney’s ecleanin g companies
cleaned and maintained over six
million square feet of space. This
service includes maintaining the
interiors and exteriors of com-
mercial buildings'in the New York
Metropohtan area, and involves
sweeping and waxing floors,
shampooing carpets, washing win-
dows, maintaining lighting, clean-
ing blinds, furniture, metal and
washrooms; fumigation, disinfec-
tion' and extermination. Kinney
also makes available the services

of four quite diverse services,

of porters, cleaning women, win-
dow washers, elevator operators
and security guards. This division
delivered 17% of- company reve-
nues in fiscal 1961,

‘Funeral Services

Kinney funeral companies own
and operate six funeral chapels
in New York and Mount Vernon,
and operate a seventh, under long *
term lease. They also own .and
operate two chapels in Miami
Beach and one in Coral Gables,
Florida. A new chapel in, the
Bronx, New York, will be com-
pleted this year, at an estimated
cost of $425,000. The best known
of these is Riverside Memorial
Chapel, founded in New York In
1897, In addition, the funeral com=-
panies operate their own hearses
and florist companies, five monu-
ment and mausoleum sales com=-
panies, and own' approximately
3,500 cemetery lots. This division
accounted : for 35% of company
revenues in 1961,

Other Activities
On Feb, 21, 1962, the company
contracted to purchase the prop-
erty at 2100 Broadway, New York, -
for $1,750,000 under a 40 - year
purchase money mortgage, Recent
acquisitions have placed the com~- -
pany in the used car business -
through dealerships in Levittown
and Mineola, New York,

Growth Potentials

From the foregoing, you can -
get some 'idea of the variety of °
services offéred. From an invest-
ment standpoint, Kinney Service .
Corporation should definitely be
regarded as a growth company.
Certainly, the busmess of parking
cars in big cities is a dynamlcally
expanding one.

Rental and lease of cars, both
by individuals and by corpora- :
tions, is increasing. With metro-
politan' office and commercial
building construction at an all

time high, the rising need for °
maintenance services is obvious.

Due to the surging increase in

our population the need for, and

1nev1tab111ty of, funeral parlors .
requires’ no specxal comment, - In

addition, 'the company, through -
its ownership of fees or -lease-

holds of certain parking lots, is in

a position to realize interesting

capital 'gains, if or when these

open areas may be sold as build-

ing sites.

Top Management is under the
competent direction of. Edward
Rosenthal, Chairman of the Board,
Steven J. Ross, the  energetic
young president, and Samuel Ber- .
ger, Executive Vice-President.
Consolidated earnings of the
constituent properties have shown
a steady uptrend with gross reve-

nues (unaudited) rising from $11.- s '

680,759 for the,year ended Sept.
30, 1957 to $17,209,101. (audited)
for fiscal 1961. Revenues for the
six month period -ended March
31, 1962 reached an all time high
of $9,205,165, and produced net
earnings of $.37 a share on the
common. There were 1,697,658
shares of common outstanding on
June 19, 1962,

Kinney Service common, at 18,
offers investors an opportunity to
share in interesting growth po-
tentials in -several fields,. The
company is merger-minded, and
itself was formed bv grouving to-
gether 59 corporations. The up-
trend in earnings is impressive,
the management competent end
imaginative, . and - the services
rendered, quite essential.

Form First Mutual

REGO PARK, N. Y.—First Mutual
Corporaticn has been formed with
offices at €2-61 Woodhaven Blvd., -
to engagein a securities business.
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The Market

. And You

BY WALLACE STREETE "

The stock market ,waé little more .

than a stalemate this week -as pin-
point demand for a handful of
specral situations failed to spill
over to the general list-and- ir-
regularity was the rule.
The devaotees of the school that

views the post- -Labor Day: market:

dourly were given a setback to

contemplate ' as- -trading . resumed

zfter the heliday. But: there was$
little urgeney; and.turnover: held
to a ]ow level. i 2

Minimize . Stimuli

There was little in the way of
widespread  predictions “for :the
fall pickup. in business,. so . there
was not. much on: which the mar-
ket could feed.: And. when.there
were. some ‘bright: prospeets, such
asi in the. guto business; which :is.
now preparing to get into, high
gear on production of ‘the new
models; the market 1gnored it for
the most,

‘The various. tax proposals slow-
1y grinding their way. through the
legislative ‘process. were- far. from
the final stages .where- an - over-.
all’ picture of benefits and ‘dis-
advantages... could - be'- logically

appraxsed So there was little grist-

in that, area to promote market
action.

Spending Beneficraty

The . tax relief provided so’ far-

was mostly of. a- type to-stimulate
cepital spending: which
hels sustain-the- companies ‘that:
will benefit from: suck business
expenditures. But: there - hasn’t
been much life shown hy such as
Link-Belt- Co. since changes. in

capital spending. will stem. from.

cther - than beneflcral depletlon
allowances alone; -

‘At the. moment such expendl—
tures have been showing -a: goed
* intrease ‘over lastyear, ‘helping
Link Belt show a good inecrease in
earnings for-the -first: half frem
$1,10 per share to $1.80. Link.Belt;

however, -is: a cyclical operation”
and * projections. of .earnings’ of ;-

around $3.50 for-this year, while
well. above the-$2.70 ~shown' last
year, -would: still' be. well, under
the- peak. $5.95. earned - half. -a
dozen years ago.

Link- Belt shares ‘have Dartlm-

pated mildly in.the market re--
bound from, the-June lows,. but it.

i=.still fay- closer to its low than
the - year’s. ‘high -and ‘at recent
levels its indicated yield ran well
into the 5% bracket:-as a measure
of.the neglect:

. Intriguing, S. & L. Outlook

The: question ‘mark when it
comes. to taxes is the savings and
lcan association field. The startling
grewth m earnings shown by the
S. & L.s and - particularly. the
West Coast ones, was helped along
by. a virtual income tax. immunity
which seems at an end now. The
pepularity of. such .shares took a
rap-when commercial -banks were
given -an -interest -incrasse that
forced the S. & L. units. to. up
their rates and put a squeeze on
profits.

Then, came legislation currently

being considered: which, between.

the two. versions.before Congress,
can vary by.as much as 5% de-
pending on which bi]l wins’ ac-
“ceptance. These income taxes

won’t be -applicable until.1963 at"

the earliest, but: do throw a. cloud
over .the future of the indystry.

The net effect of the uncertain-
ties is that many quality issues in
the savings and loan field have

" lost as much as. half of.the peak
prices seen for.them in 1961, and
are available at- price-earnings

" ratios. of 10~ to 14-times. /These
are definitely subnormal against
the higher ratios that.prevail.in
other sections-of the list.

. S
3

should:

-permanently out of fashion.. -

Researching the Utilities

‘There- is” considerable research.
attention being . devoted to the.
utilities., They are a traditional
shelter. when market sentiment is..
cautious. And they stand to bene-
fit. in. cases . from. . liberalized.
depreciation® rules. Moreover,
while -other ‘industries. are .con-.

centrating on the. proﬂt -squeeze,” -
.utilities in:the main continue. to

show, stow but.steady profit im-.
pravement, that.has. characterized .
the industry for a long time.

* The unique dividend poliey :in
the. utility: field .is that:.of .Chi-
cage’s Commonwealth Edison. The
company “pays” to.shareholders
virtually all of its earnings each..:

_year, ‘but only half:in cash and.

the rest in stock: dividends..There: .
is'atax angle in this. arrangement,
too, since any helder. electing to
sell the stock payments ‘doesn’t :
have to. include the progeeds -as

- ordinary income.

For those who.do. sell, 1t pro-
vides a generous “yleld B8 and for
those intent. on- building ‘up-.a
portfolio, :it. provides. an annual
accumulation.-of additional shares -
automatically. (Although the,

“stockholder’s. equrty in.the, prop- .

erty -is- not’ thereby increased.) -

Unlike ‘some -utilities " that- are -
£ pmned intq the: less-attractive big
city boundanes by suburban com- -

panies, . Commonwealth Edison*
benefits from the extensxve subiir-
ban areas ‘surrounding- ‘Chicago;

‘and, in fact, they. naw account for
‘almost half of ‘its revenuses.
company. itself is sufficiently con- -

fident of :a continuing expansion

in:the demand for-its electricity: to.

have budgeted more: .thanhalf- a-
billion. dollars . to. "expand - gen-
erating . capacity. , over  the -next
four years: And for thxs the stock

" dividends again come .into the-
_scene since they give the, company .

an above-average flow of retained
funds to fmance the expansion.
i Tn'ed. Tires .

'l'he tu‘e ‘shares- have not been
among 'the .shining" lights. of - the.

-marketfor a-long time, accounting

in.part. of. the- fact; that the yield.
on ‘Goodrich approaches the: 5%.
line; The company. has. been able
to diversify “its” outpnit’ ta “where
less-than. half. of  sales. now. come
from.- tire lines where - the- priee -

.competition is keen which is-the
reason in large.part- for-investor -

disinterest. =Goodrich “has.” been -
steoping up iis synthetic lines and
expects this-year to start-getting’
production . of Liberian planta-

> tioms. -The-outlook for this year

indicates. moderate unprovement
in. profits. -

" There was:little: mterest in the .
steel companies, particularly since
the leading ones-seem currently. -
to0 be in a rash of dividend cutting.-
Inland, however, is considered to
be. a'company of growiag stature "
gince .it-was- able -to-'improve -its

profit. for.the -firs{ .half :of this-

year: and “thefull..year’s results
will edge .above: ther profif -re-"
ported slast year—-sn -gdd- note-in
the. industry where - the. -profit
saueeze is coneentrated. At recent
levels with a-well-sheltered- pay-
out, Inland has. been offering a..
return well into.-the .4%. braeket:
and-: selling . at a. modest prrce-
earnings.multiple of 12,

" Electronics Becoming Erratic -
' The electronic- items have had-a’
prominent role in, the market. re-

"bound; ‘that - started .in- July, in

cages, because they .had keen. so
thoroughly trounced that they
were prime candidates.for. at least

a tempeorary-rally. -But lately their -

market course has.been an erratic
one as profit-taking -moved in.
Many where - the. initial . growth
had been ' greeted -with excess
enthusiasm by the market seem

MP, Inc.,.is one company, in.

The"

‘Kehne,”
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this area that has had-little to do
- with -the rise-and fall: of ‘various

devices and systems. as._newer, . . ..

- and - better, ones. came along. Its
bread - anci butter bus.ness . is

solderless- eleetric terminals: and i

cable -econnectors. The field isn’t
one where competition is lacking

but. AMP has been. able to show

good sales.and earnings gains al-
‘meost without interruption for the
last decade. For the first half of

“this.year the sales gain was nearly : -

18% and earnings - gained - more
than-20%. Its.strong point .when
it comes .ta dividends. is a.record-
-of nine annua.l increases in a row:

[The views expressed in. this’ artrcle
do -not -necessarily at any time coin-
cide" with those- of the “Chronicle.”

They: are- presenled as’ lhose oy‘ the
author only] G

B1rr Wllson Co
Formed on Coast

SAN- FRANCISCO" Calif = err
Wllson & Co;, Inc.; " member of tne

ew - York" and - Paciffc" ~Coast
Stock Exchahges, has béen formed

. He T;Birr, e, e

inSan. Franozsoo, eﬁfeetwe Sept 6.
: Officers<of the. new  firmware:

RnssalLHerlson

... Thursday, September 6, 1962

PUBLIC UTILITY
~ SECURITIES sv owsw sy

Hackensack Water Caompany
Phlladelphla Suburban Water Company

The water servxce companies are
‘probably:  considered - a -rather
‘drab: divisien ‘of: the utility indus-
try. without: much growth poten-
tial, and: interesting  mainly: for
yield. However, growth should not
be-ruled out: when the companies
are’ lacated in.: good suburban
argas. with expansion. possibilities
due to, new -highways, mlgratmrr
" from the. cmes and influx. of, in-
dusmy On ' this: basis,. two..stocks

may. be worth the attention of:in-
vestors. — . Hackensack Water. and
Pmladelphla Suburban. Water.

Haekensack. Waler.is a very. old.

liné company, -having paid- divi-
dends in.each.year fon 76.years;

‘it is- one-of the few water. compa-
nies listed on the New ‘lork Stock

3 Exchange 1t supplies water: Sexv-

rce, to an ‘extensive suburban’ area.

ter supply comes from five rural
streams, - and it is reported that
the company had its beginnings
in: the -early 1880s when  some
Swarthmore - College - professors
got: tired: of -bringing ‘water from
a -spring by hand, and started a -
small pumping statlon a2

The company : ‘has taken-a llvely
interest -in- the bread-field- of- wa-
ter treatment, and ‘late-'in -1961 .:
acquired-- Servisoft, --a - national -
water-seftening company with 278 -
franchised dealers throughout the -

.. United:States: Most of-the.invest-

ment/ was-coenverted: into, debt of -
the. merged . corperation and: Phil-
.adelphia Suhurban now owns 12%
of .the equity-in-the- merged -cor-
poration, Water  Treatment Corp,
"The Annual Report stated: “Your :
management  ‘is ‘supplying .-the

- leadership ‘necessary to -expand:

. this.-corporation, ‘with particular ;

. en, phasis at this time on:-the Serv-
qutt Divis.on. ‘We hope tnat. Serv-

[ isott will, throw ‘off sufficient. cash

¥ to. supportv intensive research and S
- Hackensack,: Union City, Engle~

wood, ‘Rutherford,- North: Bergen
and.-West -New. York are "among
" the - leadmg towns . served. . The
. terrifory -is. enjoying” rapld 1ndus—

- trialization and -growth in - popu-

and. there.is no municipal
-or other’ competition. | The* water
supply' is obtamed from the three’
reservoirs. . in. the. Hackensack
River. waterah\.d and' supplemen--

H, T Birr; -Jr:; Chairman -of- the, tar¥ purchases ' are’:made under

‘Board;” Russell- H.--Wilson; ' Presi~

dent;. H: T Birr, - ILL, William C:
Rmhardson, -James - M.-:Stewart,
‘Quillen ; L. Thom, Don' Frank,
Robert“R Birr," .C:. V. Emmons,
James.:- M. Smrth Andrew F.
Scatena,, and. Mad.rsan L. Howell

,Vwe—Presments, Donald L.. Wet-

. morg, Robert, Pogats, Rlchard L.
Herman ~Frese, .and"
Nicholas DéJohn; Assrstant Vlce—
Pre$1dents, and’ Edward ‘E.; Al-
bright, - Treasurer. . ' All:. officers..
were formerly members of, Birr
. &. €0.;, . Tne. -and erson Johnson
& ngglns ; !

The - combmed operatlon will .
serve ‘seventeen communities’ in
Nortnern Callforma, and Nevada;

Pershmg & Co »
Admits T1mpson

Pershmg & Co, 1120, Broadway,
New York. City, _members of the-
‘New York Stock Exchange, have
announced: that Carl W Tlmpaon
Jr."has been admitted to" genera
partner,hlp, in ‘the firm..,

. Mr.Timoson was - formerly As-:

sistant Treasurer, ‘Morgan:-Guar-
anty Trust Company of New.York;
-and: was responsible for the- bank’s-
brokerage -and ’investment. bank-.
ing. accounts: in.-the -Wall Street
District, -

contract” from-'the; Passaic ' Valley
‘Water Commission, and .‘Jersey
‘City, .Revenues “are" about: 63%
re;1dent1a1 and- commercial;. 28%.
industrial, ‘and.. 9% pubhc frre pro-
tection. -

The: colhpany hds enjoyed rapld

growth .in ‘population and: indus-,

try-in, its tepritory. during the past
deeade. While- populatmn growth.
‘has slowed a_ little in New. Jersey,.
.the. number: of’ largg ‘water. users -
is. gaining. at: an increasing. rate,
with - diversified -industrial plants
located throughout the service
area. ot -

“In"southern’ Bergen and Hudvon
“Counties: the complex of major
highways - has . aided ' incustr.al
growth.. There: are: a. number of
-industrial parks and most: resi-
deniial* communities 'welcome’ se-
" lected types of: business .Cevelop-
“ment. In. Rockland: County and

*~the -Paramus: section large shop-

- ping centers are being constructed
and+-annual~ merchandise - sales
‘have: been estimated “at- over '$150
million;: «Large ' new  apartment
"buildings “are “under construction
“or’ (bemg planned) along the Pal=
- isades.invFort. Lee and south into
‘Hurson 'County. Thus; with water
requirements: increasing steadlly
the . company 'is - expanding -’
pipelines and- its pumplnc and £11
tratlcm Tacilities.

“"Annual ‘revenues. have about
deubled in.the past decade. Share

“-.earnings- declined moderately. in’

Tsrael Plans

V,Bond Repayments

Israel Treasury 5 programs for the
repayment with full, mterest of
the first Israel-Bonds. issued: in
May, 1951 .will ‘be among the prin--
clpal topics- of -discussions, at the

the - Israel. ‘Bond: Organization
which will' be held:at the Shore-
ham Hotel in ‘Washington, 'D.- C.
beginning Friday, Sept. 21. Israel

:: Independence Savings: Bonds will

mature ;starting . May" 1,-1963. -

National* Planning “Conference. of -

~1951<2 ~but-have increased from

‘93¢ .in-19527to $2 11 in. 1961:.Cal-
endar 1962 earnings .of.$2,40 have
been - forecast -by . Standard & -
Poor’s as the result of a rate.in-
erease-and-the larger .water  con--
sumption rresulting  from..the .re-
cent-drought. The stock was split.
2-for=1.this year. At the recent.
price. around 3714, paying. $1.40,
it ,yields 3.8%.- and -sells. at 155
‘times the. estimated 1962 earnings.

--Philadelphia - Suburban ~Water.
serves, a large part of suburban
Philadelphia, the area. having a
‘population of over. 620,000, Reve-
nues are about 83% ‘domestic, 9%
commercial, 6% industrial and 2%
mlscellaneous The principal wa-

its - .

development. .It.is-.possible- that. :
Water Treatment Corporation will .
-need. additional equity financing. .
this year to permit. expansxon of
the Servisoft. Division.” :

- While ‘the trend.of- earnmgs has :

been somewhat irregular- (wea- . .

ther -is" a “factor, of: course,: with
water  .company -sales) . Philadel- |
phia. Suburban, has an excellent .
growth record. ' Reévenues : in-''
.creased from .$4 million in- 1950
to.over.$12 million in'1961. Share. |
earnings ..(adjusted. -for. 2-forr1
stock splits.in: 1954..and 1961 and .
for.. a:series ‘of -stock ‘dividends) - .
hayve: . also. tripled,: from- 53¢ "in- -
1950, to $1:61 in:1961: The:price of -
-the stock- has,-done even: better, .
adyaneing from an- adjusted: price
of,4:in"1451°ta .a high last. year:of .
361, T

Dlwdends ‘were qulte “small. in
earher years, amounting to 13c.on .
an_‘adjusted, basis for 1951,-but -
have. mcreased steadily. = A -sub=
stantial jump in payout.was made
in 1659 to b0c, and.the rate has .
subsequenily been” raised to 85c. |
Injadd.tion annual® stock dividends -
of . 5% were ‘paid . from 1951
through* 1958, supplementmg ‘the
small- cash, payments S{ock .divi-
dends .of 3% have-also been paid
in 1960, 1961 and’ 1952,

Basad on the recent-over-the- .
ccun:er price -around 28  (range ',
tkis. year. has .approximated.3nz- |
25) "the yield b'xsed on the cash
dividend is 3% and if the annual
stock., dividend  were
combined  yield- would approxi-,
mate 6%. The prlce—earmng: ratio
based on 1961 earnings.is 17.4.
About 65% of the stock is closely
held.

With~'Marshall- Co‘.

"~ (Special to 'fnr F INANCIAL CHRONICLE) /..
MILWAUKEE, * Wis.—Robert N.
Dunne . has - been: added to' the
staft.. of the- Marshall' Company,
111 East ‘Wisconsin Avenue; mem-~
bers:of the Midwest.S..E. ... .

. With: Calif: Investors -
SANTA BARBARA, Calif. — Roy
G. Spuhler has. become associated
with - California: .Investors, 1114
State.Street. He was formerly wrth
Albert L. Magmre .

‘Form J C. Roberts Co.

MIAM] BEACH, Fla—J. C. Rob-
erts & Co.,. Inc. has:been formed
with offrces at 420 Lincoln Road
to .engage. in a securities business.
Officers are Joseph. Vigman, Pres- -
ident; Nettie Vigman, Vice-Presi- :
dent; and Seymour Vigman, Sec— ’
retary and Treasurer.
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Treatm g Bond Proflts
- And Losses Outmoded!

By L.G. Milunewich, Assistant. Ca.shzer, Investment Division, First
Wisconsin National . Bank - of Milwaukee, Mll_wauke_e, W_’tscqnst_n A

Analysis; investorsb ae welh as bank: pormlwe managers should\ﬁnd

Mr.: Milunovich!s: comments: on the prevailing methods of. handjmg se-.

curity profits-and losses of-challenging interest tu: them. He pomts out "<
"' thak the wilizatian of current accounting practices produces a dnstnr- vt
* fion in income, and ‘an incorrect shifting of earnings. among accnuni-

ing periads. - One of the remedies

proposed. is- to. amortize prom or :

lass. against the. corresponding. reduction or improvement in. fufure * by
earnings to: neutralize: potential aberrations. -He seeks as his goal"a
precise’ single: measure of a- firm's oapaiuhty to generate eammgs :

“The. problems produced by 1nade-
‘quate methods of accounting. for
transactions in investment port-
folies  make it quite’ difficult to
analyze - bank
‘operating
_statements on
a comparable -
.basis in ‘the -
. determination
.of earning--
.power. . There
.are two as~
.pects-involved
here:thetreat-
ment. ‘aceord- :
edbond dis- .
‘count ‘and ¢
.the manner of
handling prof-,
_its. -and- losses:..
.0 n securities.

- The former can.be disposed of
readily. Discount on bonds.is of
-similar nature to premium; -the
‘only differences are in the.direc-
‘tion :from par. value-and in the
‘applicable tax, rate. Both repre-
‘sent. interest elements which ' are
‘created by the market. price mov-
ing in’ the direetion -and to- the
extent  necessary . to adjust the
‘fixed or contractual coupon rate
‘to. the “‘going” market yield. The
faet-that premium is'above’ par
and ‘discount lies below is- of -ne
‘consequernice; this. is an artififcial
dividing line and not a.boundary
-distinguishing unlike factors.

L C M.iiunovich ;

Sound -Accounting: Proceduxe -
« “Accordingly, sound-‘accounting
procedure requires. the accrual of
the full’ acquisition yield and re-
lated income -taxes, . This means
.that discount -should:be accumu~
lated as well as premium -amor-
tized. It is. often: said .that it is
«conservative to aecrue the latter

‘but: not; the former;-and: this. ap--:
.pears: to. provide protection to.de-

posmxrs, but it.definitely results
in a bias: against the stockholders
Jbecause of the understatement. of
-earnings and . reduced level . of
.dividends " involved. ‘Bank ‘ac-
“counting has tradltwna.lly been
conducted  “in 'a. “‘conservative”
‘fashion, which has pmduced “hid-
‘den reserves”” and - an''improper
“understatement of equlty and a

."distortion of earnings:*

. Usiderably more difficult. .

¢ It ‘'must- be remembered tha,t
bank - reports:’ are - analyzed .by
many different groups, including:
‘security analysts” who ‘have a re-
“sponsibility "to - their clients; po-
tential buvers and sellers. of bank
.stocks, .- depositors: - (particularly
treasurers. of 1large corporations),

‘and . governmental s requlatory
.agencies.  All. of the: individuals.

.involved . desire .accurate - figures
for their -studies; -and “the" con-
struction of statements that.-would
favor one. category- could wvery
likely involve discrimination
,agamst one or.more. of -the others.
_Thus, the.proper method of. pre-
sentmg the financial position and
,operating data . is.to pertray. them

,brecisely as they.are -with no. ver-.

‘ceptible leaning toward either
,understatement or overstatement.
.This straightforward anproach
.should correctly satisfv.the needs
-of .all interested. parties.

The prob’em of dealing with se-
.curity profits and losses is con-
Banks
‘have -gone. to. great. lengths to
work around. the  fringe areas "of

|t|zed for FRASER

a proper remedy but have stlll not
devised: an adequate ‘solution; Be-
cause of the specific characteris>
ties - of . the partxcclar tax treat-
ment accorded banks in regard to
profits’ and losses, they have: at-

r,tempted to concentrate like items

in separate ‘accounting . periods..
This results: in little offsetting of
gains and - losses._-in any: one’ in-
come. ‘statement and “imparts  to :

J'net .income an ‘exceedingly’ high
~degree of volatility, which ‘entire-

ly-disqualifies this indicator 4s a"-
valld measure of earnings trend.
‘Net Operatmg Income ¢

Therefore in"order to’sécure ‘a
less volatile ‘index . or gauge of .

‘performance, - net-- operating. .in- :

come ‘(after - applicable - inecome
tax) has been selected.as the re-~ .
levant. criterion.. This apparently
solved. the problem- posed- by -the
great. instability .exhibited by  net -

income, but created another one; .

viz., that net. operating income. is
not a .comprehensive .indicator;:
since’ it makes.no. allowanee( pars!
ticularly for security. profits:yand
losses. ' This . inconsistency was
‘easily -rationalized away by the
expedlent of stating _that- banks
are not in the business of buying
and selling securities and,.there-
fore, that profits and losses. are; of
a nonoperatmg and, nonrecurring
nature and should be shown “be-
low - the - line” " in 'the. earnings
statement, G
~However, " this pseudologlc is
archaic and flies 'in the face, of
reality, It certainly is part of a
bank’s business to buy and sell se-
curities, as profitable opportuni-
ties. for realigning the portfolio *
arise. It is not their major: func-
tion;: but it isran’ important actlv-
ity.. - A portfolio manager is: not
worth. his salt. if ‘he does not-arbi~ -
trage favorable yield differentials
or. shift maturities at .propitious
times. » This: can generally be. ac-
complished : with _little, :or 'no-
increase’ in . risk and . should .be:

_clearly - differentiated, from ' pure -

speculation, ‘which, of course, can=
not be ' condoned; :Banks: have-
sizable. funds committed -to”their -
investment portfolios, so that -se-.
lective switching can produce ma-

" ‘terial "improvements . in. earnings. .

The least desirable pohcy is-one
which requires that all-investment .
commitments ‘be left undisturbed :

“to-maturity (unless- a stmng de- .
‘mand for loans- develops).. -

It must. be admitted, though
that banks have characteristically, -
acquired bonds. of ~overly - long
‘maturities during recessionary pe-
riods -when -loan demand- stack-
ened and ' deposits: - subsrantlally
increased ‘due to- the expansion-
ary monetary policies pursued by
the’ Federal, Reserve, authorities.
The penalty for misjudging’ the

-timing - of the turn: in’rates was

Jater -paid- when the .demand for

-loans reasserted .itself-and placed -
-a sizable call on these committed.

funds. Greater long-term. benefits -
could have been -secured. by ~in- -
vesting the temnorarily: “excess”
monev in fairly short maturities, ,

-then later freezing .the.available

discretionary. funds. (unabsorbed-

.by.-loans) at.the higher prevail- -

ing rates for an extended period -

.of time. This pelicy -chviously-re-.
quires ‘qualities .of- considerable -

fortitude.and' patience in-the -in-
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vestment manager for he. must operatmg perlod the following
“sweat it out” and “eat” the rela- elements would have to be con-’

tively low short-term rate while sidered:: ‘

waiting for yields.to ascend, ‘once Coupon Income :

again, ‘+ Discount Accumulation -
Security transactions, therefore, * __ Premium Amortization

are clearly of an operating nature . -+ Profit Acerual

‘and aretalsodrecurrmg, lalthough — Loss ‘Accrual -

.as..mentiened previously, gains

.and. - losses are normally segre- - In' ﬁglﬁigmriﬁsonpi%ccggﬁis

gated. by accountmg perlods for ‘there will likely be a residual

tax purposes Y : ‘change -,

Clue to the Entire Prublem

"..Now, even if the full acqulsmon
yleld Js-accrued, net operating in-
‘comie’ will ‘stilk be improperly. af-
fected by protit-takmg -and  loss-
‘taking. When 'sizable- profits, are
‘recorded ‘and _the proceeds-are re- -
mvested in“other issues, ‘the yield
-on ‘the - securities purchased ‘will -
‘genherally ‘be Iower than ‘the yield
‘on'the “investments ‘sold. - And
‘when material losses are effected,
‘a yield 'improvement will usually
result. Here, then, -lies’the clue
-to- the! entire- pmblem. -~

-Observe that the- utlllzatlon of .
‘current aecountmg practice* pro- -
‘duces a distortion “in‘income-and
~anincerreet -shifting - of eammgs
‘among- accounting -periods;~ " For
cexample;’ the- consummation - of
losses “ followed by - reinvestment
‘of -the preceeds in “other issues
_-produees a:lump-sum “beldw-the-

line” Joss ac;:ﬁmpamed by an-in‘ the cash flow: one iota (except for -
:crease in yield, which is reflected *gealers’ commissions and tax tac- °
‘in “future above-the-line ‘oper- “tors velated: to the “profits” and :
‘ating income. These two elements -“losses” recorded), which indi-
A ddérectlz' related;” t%lle 10ss Y€~ ‘cates that. the accrual. system of
corded - entirely in- the ‘ current : “accounting, as presently employed
‘peried-istied to-the-future- picks’ ‘does not, but should, present a
‘up- in operating' earnings; which 'po.e steady. level of income :

})";ﬂ;’gf:ly b‘)e»spread overa. perlod ‘rather than markedly fluctuating
The-size of-any-loss (or preflt)
‘sustained*is'directly dependent-on
thé maiurity of the issuec<sold and
‘thé! differential between' the; couttt
‘pon ".rate-- and . ‘current - market *
‘yield. - And since the eurrent rec-
-ognition of 'a -gain:or ‘loss,"in -ef- -
fect, produces an oppomte offset -
in future operating. earnings—re- *
itﬂgg %ggloﬁnieﬁz%glisift%? tortion by the mechanism of shift-
tize the profit or loss against the 1Dg ‘income among accounting .
corresponding reduction: or - im- - Periads. This directly violates one
provement - in  future . earnings, _of the - fundamental - tenets . of
‘therehy neutrallzmg the potent1a1 sound ‘accounting for' the results
_aberrations. .. of' operations,
‘calls- for ‘the proper matching of
Appa.rent Solutlon ‘income and expense by account-

hThlsl there‘f;r)re, appears Yo 1ng penods

the solution.: Whenever a_security . 25 %

is sold at a profit-or loss and the | Needed ﬁe;l:rtzsg, Single

funds are reinvested in: any: -cate- 1

_gory of earning, assets, no real ir- . Full clarlflcatxon and ultimate

recoverable profit, or loss, actually | solution :'of - this entire problem

‘oceurs; Any - gain ‘or loss " appar- - Wilk be-difficult:te aehieve: and
will “require “a ' great- deal of

ently sustained is available: be- "} >
cause a change in market interest ~imaginative and penetrating -an-
rates has evolved. If ‘a profit is -alysis..However, there is consider-
eﬁected on. ‘a’'sale,”for" example, »able room for improvement in this
it mnerely means that ‘reemploy- ° . general -area, and development of
‘mentof the 'proceeds .must also -2 new. effeetive. - concept would
be achieved at a higher,price (or '€liminate many of the difficulties
‘Jower, yield): than had previausly .involved 'in accurate reporting:of
“préyailed: Thus; lump=sum;profits. bank:... income: ... What...
and ‘losses are’ truly spurious and * :needed. is aprecme single measure
‘are the- consequenee’ of shifts, in ‘ Of the capability. of -an. organiza-
-interest- rates-: which - will:: affect -tion; to ‘generate earnings. . It is
~the- price’ of reinvestmient’of the * -believed that: the above- discus-
‘proceeds m slmi]_gr fashion to- the -sion makes. some: small :contribu-,
sale itself tion- toward . this. geal,. altheurgh,
These - galng and ! losses should . due to. the .inherent co'nplexxtv
'not - be ‘rammed; in- t6t6; into. the ‘of the problem, this:treatment: is
income statement (or+ undivided : of: necessity. sketchy, and. many
profits); on' .the -dates -of- transac- More- pages would be required to

ference between the tax adjusted
.and the issue.purchased, plus any
to-'the-gain or loss on the sale.

alyze..what would occur if there

‘available in the market,
.theoretical case,,
‘realize profits and: losses over a
‘period of years as the “going” rate

current accounting treatment were
engaged to. report the: résults- of
these operatlons net ' operating
income, net income, book value of
securltles, and.  stockhelders’
equity ‘would’ all exhibit instabil~
ity and; . therefore, . obscure . the

:moyving frequently in and out of
the same issue would not afffeet :

. proposed technique is not selected
"because it will stabilize income;
‘actually, nonvolatile income per-

of the application ‘of a more ac-
_curate accounting: method..
There is. something. wrong with
.the prévailing-concept, which- es-
.sentially -'produces: earnings--dis= -

tions, but should be capitalized as * completely delve: into .the. many -

valuation " reserves- ‘and . netted : rarmhcatlons mvolved

against; othadded to, the carrying * :

valué ‘of the securmes portfoho

‘Since each’ element, 6f profit-or - COU.I‘tS & CO TO

loss is a function of theé maturlty’

“of  the’ respective- issue.'sold;. it

should. . be -amortized: :into ,(or*Adm]-t Partner

against)” operating - income' ove

the -term’ to-maturity .ef the - lssue ATLANTA, Ga: —TCOurts & :Co.,

~eliminated; ~which, - in- . essence, 11 Marietta  Street, N.. W., mem-

places the prefit or Toss right back.-bers of the New York Stock Ex-

-into.-the years-from which-it was+change,: on. September: 15 : will

-extracted. . This~ means -that .the - admit: Jackson:.P. chk Jr. :to

book: value of the pertfolio in.the - partnershlp g o

statement .of ‘condition will be un-: ¢

aff{ected by. seclll,\rlty trans?tctéons Gallagher-Roach Ozfme

unless new -cash is, committed in

"the deal or there-is' a net'cash *CIRCLEVILLE, Ohio—Marcus Al-

take-out, -bright is' Manager of the office
", .Elements :to Be. Considered: - -Tecently :opened -by Gallagher-
'To determine-the-income pro- - Roach and Co Inc., at 620 South

duced on -investments- during -anCourt-.Street.- o

in yield accompanying .
.each: transactlon but' this is prop- -
er-and-is a *reﬂectlon of the dif- |
market yields of the issue sold .
quahfymg tax influences related |

It might be worthwhile to an-
‘were only, one Treasury security *

In this °
a  bank. could

.on this single issue tluctuated. 1f °

.trend ‘of earning power. And yet, -

‘earnings. Note, however, that the -

formance is merely a consequence -

which - basically.

is. truly: ¢
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Victor Dykes
- Forms Own
Investment Firm

LOS ANGELES, Calif—Dykes &
.Co. has been formed with ofiices
at 1830 West
. Olympic
- Boulevard. to
engage-in a
securities
‘business.
Officers are
Victor Dykes,
President; -
Robert W.
B er.gen,
Treasurer;
and Myron D,
Frantz
Secretary. -
Mr. Dykes
was formerly
an officer of
‘Currier- & Carlsen, Incorporated.
‘Prior thereto he was 'with Holton,
‘Henderson ‘& Co. and in. the past
‘was President  of Bradschamp: &
Co: and-an officer of Value Line
Fund.

Record High
In State Taxes

‘Tax .collections .of State govern-
.ments in the.year ended June 30,
1962 totaled a record $20.6 billicn,
:the Bureau of the Census, U. S.
Department of  Commerce, re=-
perted. State tax revenue for fis-
cal 1962 was up $1.5 billjon from
the - $19,057, million reported  for)
fiscal. 1961 |

Tax .yields. in four states. ex=
ceeded $1 billion. California col-
lected $2,369 million, New York
'$2,329° million, Pennsylvania
$1,322 million, and Michigan $1,~
1008’ million. .

Per \caplta amounts " of State
‘taxes in 1962 ‘ranged from over
$176- for  four- states down to less
than $80 for three states.

The Census Bureau emphasxzes
that state tax f.xgures do not in-
clude locally imposed. taxes. In
1961, local taxes produced $19.6
bllhon or somewhat. more than
the total of state-imposed. taxes
that year. The state share of
combined ' state and. ‘locak ‘taxes
ranges - widely, .from ‘about one-
third of the total in some states
to ‘more than two-thirds: in: sev-":
eral states. i

Victor Dykes

NOTE: Detailed tax figures fcr each
étnte appear in the Bureau .of the Census
tepcrt Stale Tax Ccllections in 1982, This
report is fcr sale by the Bureau ci the
Census, Washingtdy 28, Dv-C,, and all
field, offices cf the U, 5. Department oi
Cemmerce, Price 10 cents,

| National totals (but nct State-area daha)
en. frnances aof lonal. governments, as well
us Federal and-State  G-vernment totals,
appear in: the Census: Buseau report issued
Aug, 23, 1962, Sumn ary of Governmental
Financ:s in 1961, Ctaie-by-State figuyzs
in State and local rovernment finandes -
will .appear. +ix - ~the - ferthceming Govenn-
ental: Finarnces in 1961, ta be lssued iin
B!ctcber 1962, . . .

‘R: P: &R. A Mjller :
~ Add to Staff

PHILADELPHIA Pa—R.P.&R.A.
Miller - & Co.; Inc:, Philadelphia
National Bank Building, members
of the. Philadelphia - Baltimore -
Washington - Stock , Exchange, has .
announced the association of Rob-
ert. T. McDugall as: the firm’s
Mutual Fund Manager. :

Louis Deutsch: has also mmed
the - organization. as-a Regxstered
Representatlve

James Hansen Joins

‘Kidder, Peabedy & Co.

. (Special to. THE FINANCIAL CHRONICLE)

. LOS ANGELES, Calif—James M.

Hansen. has ‘become associated
with Kidder, Peabody & Co., 210 .
West_Seventh Street. Mr. Hansen.
was formerly President of James
M. Hansen & Company.
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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 Indez

In scanning the present and pro-
spective business conditions, the
First National City Bank of New
York, finds that almost all indi-
cators of economic performance
point to substantial improvement
this year over last,

The bank’s September Economic
Monthly Letter probes the cause
for the prevalent current expres-
sions of concern about our econ-
omy and attributes it to the dis-
appointment that we are not doing
better rather than- to recession
‘fears.

According to the September
Letter: “business reports for the
summer months show that the
vacation-time letdown in activity
was no greater than usual.” Eco-
nomic indicators, adjusted for
* recurring = seasonal fluctuations,
were generally  well maintained
and some even probed higher.
Traditionally, once Labor Day is
behind us, attention shifts from
vacations and other summertime
activities to the prospects for the
usual fall business upswing.
Whether merchants and manufac-
turers meet, exceed, or fall short
of their expectations for the next
few months will prcvide a sig-
nificant measure of the nation’s
economic health.

“Talk of a probable business
recession this winter has waned,
though the Administration re-
mains watchful and has under

DIVIDEND NOTICES

4 DIVIDEND

Directors of Clark Cable Corporation,
manufacturer and supplier of- electronic,
electrical and ' mechanical equipment for
industry and the Department of Defense,
have declaréd a quarterly dividend of seven
cents a share, payable September. 28, 1962,
to sharehelders of record on September 17.

CLARK CABLE CORPORATION

Cleveland — Dayton — Detroit

Cash Dividend No. 169

The Board of Directors on
September 4, 1962, de-
clared a cash dividend of
twenty-seven and one-half
cents (271¢) per share on
the Common Stock of the
Corporation, payable on
September 28, 1962 to
stockholders of record on
September 14, 1962.

MicHAEL D. Davip
Secretary

CERRO CORPORATION
300 Park Avenue
Mew York 22, N. Y.

ELECTRIC
BOND AND SHARE
'~ COMPANY

New York, N. Y.
Notice of Dividend

The Board of Directors has
declared a quarterly dividend
of thirty cents (30¢) a share
on the Common Stock, payable
September 28; 1962, to share-
owners of record at the close of
business on September 12,1962,

B. M. BETSCH
Secretary and Treasurer

August 31, 1962.

study a variety of possible
changes in tax laws and rates to
provide stimulus  if the need
arises. In his television address
to the nation, Aug. 13, President
Kennedy called Federal tax policy
‘the single most important fiscal
weapon available to - strengthen
the national economy.’ He ap-
praised the . economic situation
optimistically. While expressing
disappointment that higher'levels
of activity have not been achieved,
he rejected, at least for the time
being, the idea of tax cuts deliber-
ately designed to increase spend-
ing power and enlarge the deficit.
Meanwhile, he reiterated promises
that proposals for income tax rate
reforms, accompanied by re-
straint in Federal spending, wculd
be embraced in his financial pro-
gram to be submitted to the new
Congress in January.

Sustained Activity

“August business activity ap-
pears to have held close to July’s
high rate, - which included new
records 'in ‘industrial production,
personal income; and nonfarm
employment. Such key business
indicators as retail sales and new
orders for durable goods showed
renewed strength in July after
disappointing performances in
May and June; unfilled order
backlogs for durables rose for the
first ‘tume since February. The
seascnally adjusted unemployment
rate dipped to 5.3% of the labor

. force in July, the lowest rate since

May 1960. Common stock prices
rallied during the summer and on
Aug. 23 the Dow-Jones industrial
average closed at 616, represent-
ing a recovery of 40% of the
ground lost between last Decem-
ber’s peak a:d tile J ;me low.

Vi

Economic Signposts

“Public concern over the na-
ticn’s . economic well-being has
heightened interest in business
reports; so that statistical releases
which once might have received
a few lines in the financial section
now merit front-page headlines.
It was a novel sight for most peo-
ple to see on television the Presi-
cent of the United States acting
the role of economic analyst, com-
plete with an array of charts of
business and financial indicaiors.
Y%, .. Eight widely used business
indicators — covering the reces-
sions of 1957-58 and 1960-61 as
well as the current expansion are
among 'those whose ‘movements
are closely related to business
cycle changes. The National Bu-
reau of Economic Research, which
picneered this type of economic
analysis, classifies four of the
series—industrial: production, un-
employment  rate, personal in-
come, and retail sales—as ‘roughly
coincident indicators,” meaning
that their high and low points
usually occur at about the same
time as those in business activity
generally. The other four—new
orders for durable manufactures,
average work-week in manufac-
turing, corporate profits, and stock
prices—are among those classified
as ‘leading indicators,” which tend
to reach turning points several
months in advance of business
generally. Some leading indica-
tors reflect the natural sequence
of events: new orders tend to
precede production, building per-
mits usually precede construction
expencitures, and layoffs precede
unemployment. For others, the
relaticnspip ijs less obvious:

changes in the average workweek
tend to precede changes in em-
ployment because employers pre-
fer initially to adjust production
through overtime work or srort

\

The Commercial and Financial Chronicle , . , Thursday, September 6, 1962

workweeks before resorting to
new hiring or layoffs.

“On the basis of the latest fig-
ures, all four leading "indicators
are ‘somewhat below levels
reached -earlier in this recovery.
Some keen observers of the busi-
ness scene began to wonder as
early ‘as last spring whether the
declines of these, and some other
leading indicators, might be cast-
ing the first shadows of an oncom-
ing ‘business. recession. The-sub-
sequent movement of the figures
has been sufficiently -ambiguous
as to leave room for differing in-
terpretations. .

“It should also be borne in mind
that, helpful as they are, these
early-warning signals- have at
times given false alarms or, as in
1950 and 1955, turned down two
or three years ahead of the turn
in general business. The amateur
forecaster who uses the indicators
as a do-it-yourself kit will soon
find. from experience how easy it
is to go wrong.

“Some of the difficulties of in--
terpretation are apparent. New
orders and stock prices have re-
versed direction and recovered
some. of the declines registered
earlier this year. The average
workweek, while falling in May,
June, and July, remains above the
standard 40-hour level. Depart-
ment of Commerce estimates of
corporate profits showed a peak in
the  fourth quarter of 1961 but
there remains doubt as to whether
the indicated first quarter de-
crease was significant.” Coroprate
profits data for the second quarter
are not yet available from .the
Department of Commerce; how-
ever, this bank’s tabulation of
second quarter earnings of 934
leading corporations, published in
our August-.-Letter;...showed a

slight, but perhaps not significant,
increase- from the first quarter.’ :

The recent movement in corporate
profits, and in many other statisti-
cal indicators too, is best described
as sideways.

“The' four coincident indicators
all showed at least some minor
improvement in July. Industrial
production probed forward to a
new peak of 118.7 on the Federal
Reserve index (1957=100) from
117.9 in June. Personal income
edged up to a record annual rate
of $442 billion, $1.3 billion higher
than June. The unemployment
rate, inverted for better compari-
son of its cyclical movements with
other series, was 5.3% in July
after sticking between 54 and
5.6% since February. Retail sales
rose 2% over June to an annual
rate of $233.4 billion, though still
behind the record April rate of
$235.2 billion. : :

“The Gross National Product is
also classed as a coincident indi-
cator. Through the second quar-
ter of 1962 it was still moving
ahead, and had achieved a sea-
sonally adjusted annual rate of
$552 Lillion

“Although almost all measures
of economic performance will
show substantial improvement
this year over last, the gains are
falling well short' of the targets

which government economists had -

set. It is the disappointment .in
unfulfilled expectations which is
at the root of the widespread dis-

cussion of ways and means — not -

so much to avoid another-reces-
sion as to develop higher rates of
utilization of productive resources.
This is the central problem that
faces - the: government and. the
country.”

Bank Clearings Rise 7.7% From ..

1961 Week’s Vo.ume

Bank clearings this week will
show a decrease compared with
a year ago. Preliminary figures
compiled by.the Chronicle, based
upon telegraphic advices from the
chief cities of the country, indi-
cate that for the week ended
Saturday, Sept. 1, clearings for
all cities of the United States for
which it is possible to obtain
weekly clearings will be 7.7%

above those of the corresponding
week last year. Our preliminary
totals - stand at $27,879,326,242
agamnst $25,885,447,789 for the
same week in 1961. Our compara-
tive summary for some. of the
principal money centers follows:
Week End.” —— (000s Omitted) ——

Sept., 1— 1962 1961 %
New York._. $15,518,832 $13,759,523 +12.8
Chicago____ = 1,202,234 . 1,285,186 — 6.5
Philadelphia 1,020,000 1,061,000 — 3.9
Boston____ 763,655 796,928 — 4.2
Kansas City 480,979 449,172 + 7.1

Steel’s Output Up 3.89 From Pre-
ceding Week and Down 17.69%,
From Last Year’s Week

According to data compiled by
the' American Iron and Steel In-
stitute; production- for the week
ended Sept. 1, 1962, was 1,672,000
tons (*89.8%), as against 1,611,000
tons (*86.5%) in the week ending
Aug. 25.

Data for the latest week ended
Sept. ‘1, 1962, shows a production
decline oi 17.6% compared to last
year’s  week' output  of 2,030,000
tons (*109.0% ).

Production 'this year through
Sept. 1 'amounted to 67,978,600
tons (*104.3%), or 9.4% above
the Jan. 1-Sept. 2, 1961, period.

The Institute concludes  with
Index of Ingot Produciion by
Districts for week ended Sept. 1,
1962, as follows:
* Index of Ingot
Produaction for
. Week Ended
g ; ! Sept. 1, 1962
Nocrth East Coast_- 91

Buffalo

Pittsburgh

Youngstown

Cleveland

Cincinnati
St. Louis

Southern
Western -

# Index of production based on average
weekly production for-1957-1959.

Steelmakers . Slightly. More
Optimistic About Sales -Prospects

Steelmakers are feeling slightly
more optimistic about sales pros-
pects now that they can put Labor
Day behind them, Steel magazine
said this week.

They don’t. expect the market
to stiffen overnight, but they have
good reasons for predicting
moderate acceleration in the in-
coming' order rate.

First reason, of course, is that
Labor Day traditionally marks the
end of the vacation season. Many
steel users who closed plants in
August are operating again.

Second, passing of the holiday
signals the start of full production
in the auto industry. General
Motors Corp., last. of the auto-
makers to'shut down for model
changeovers, will begin' building
1963 models this week. -

Third, appliance and office fur-
niture manufacturers are stepping
up their production seasonally
while construction and canmaking
continue at seasonal peaks. =

Fourth, - growing . demand ..for
quick deliveries suggests: that
some  users have completed their
inventory adiustments.

Because of the favorable trends,
shipments . in September -should

_exceed -August’s.

No one knows: when users will
stop trimming their stocks, but
there are signs that many. of them
will start applying the brakes
before long.

Because- of Labor: Day - curtail-
ments, ingot production-this week
will be less than the 1,625,000 tons
that Steel estimates were made
last week. .

Output in "September will be
about 7.5 million tons (vs. 7.1
million tons in August). Reasons:
(1) Mills have liquidated most of
their surplus semi-finished mate-
rial. (2) They’ll have: to increase
their output in -anticipation of
greater demand from automakers
during October.

Steel’s price composite on No. 1
heavy melting steel scrap dropped
for the second consecutive week.
It ‘was down $1 per gross ton to
$26.67. :

Higher Steel Prices Invite Imports
. .But,. Steel points out that only
about 4¢ of the sales dollar wind
up as profit in the metalworking
industries. Ten times that amount
is paid out for wages and salaries.

Men work so they can exchange
the fruits of their 1abor for things
made by other men, If the ex-
changes don’t take place, men are
forced into  idleness, unemploy-
ment.

Using thesteel industry. as-an
example, Steel found that from
1947 through 1961, wages of steel-
workers .went up:$1.99 per hour
—or 132%—while earnings: of the
average worker went up $1.05—
or 88%. The result: Steel prices
went - up .110% while = average
wholesale prices went up . only
84Y%.

The increase in American steel
prices permitted more foreign
made steel to be sold in' American
and world markets. ‘It also per-
mitted” other materials to become
more competitive pricewise. The
result is that fewer customers are
buying American steel, and many
steelworkers have lost their jcbs.

Nation’s Steel Output Put at
. 1960’s Level )
- Total steel production for' 1962
will fall short of 100 million tons,
the Iron Age reported. :
‘Output of the nation’s steel-
making furnaces will probably
fall between the levels of 1960—
99.3 million tons —and 1961 — 98
million tons—the magazine said:
Prolonged inventory liquidation
following the steel labor settle-
ment is the principal factor in ihe
prediction. To reach 100 million

tons . inventory liquidation would

have to end soon, and production
in the fourth quarter would have
to improve at a progressive rate
of nearly one million tons per

‘month.

Indications are that October is
not likely to show that rate of
recovery. Even' allowing for sub-
stantial gains in production in
November and December, a goal
of 100 million tons is not in sight
the magazine says. .

Steel production in the first
quarter of 1962 reached 30.6 mil-
lion tons. It dropped to 23.46 mil-
lion- tons-in the second quarter as
users began to adjust their stocks

‘of steel. 1t “depressed further to

about 20 mrillion tons in-the third
quarter. This is based on an esti-
mate of September of only a small
improvement over August.

This means to reach 100 million
tons for the year, the industry
would - have to pour. nearly 26
million tons in the October, No-
vember, December period. This
would be substantially’ more than
in the second quarter. Best indus-
try estimates now put the fourth
quarter on a par with the second,
which included part-of the build-
up and the start of liquidation.

There are other factors in the
picture that ' could affect. fourth -
quarter production. During the

‘summer months, producers have

been liquidating abnormal stocks

of finished and semi-finished steel

held at the mills. ‘ ?
Consumption has: been higher

‘than -shipments; shipments -have
"been’ higher than normal in rela-

tion - to the- rate of production.
When inventory control comes to
an end, at both mill and consum-
er . levels, 'production ‘can rise
sharply. The extension of the pe-
riod of strict control longer than
anticipated has resulted in the
delay in the expected fall upturn -
in steel production. - 5

Another factor. that still has to -

be assessed is that labor negotia- -

tions on wages are still to be
faced bv the steel industry. next
year. This could have an effect
on inventory- policies of consum-
ers as they weigh their plans

Continued on page 39
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'MUTUAL FUNDS

BY JOSEPH

C. POTTER

Apples and Pears

. In weighing the worth, merit or
performance of some one or some
thing, there is an understandable
tendency to underscore the judg-
“ment by reaching out for a com-
parison, While the exercise may
be interesting and even vivid, it
is not necessarily valid. “Don’t add
apples ~and pears,” the teacher
_used to say in elementary school.
. Nowhere does the ‘stack ’em
up” school have a greater vogue
than in the financial community.
Ask a securities analyst for a
‘judgment on a stock and he’ll
scurry away. to compare the per-
formance of the company with
others within the same industry.
And there is no doubt that he will
come up with a good deal of use-
ful information. But even data can
be misguiding. Certainly, the fig-
ures would have provided no clue
several years ago to the bright
opportunity in American Motors
under the new management
headed by George Romney.

And the financial editor of a

. national publication, which en-
gages annually in the award of
industrial report cards, long has
been plagued by giving a sort of
“A” to Norfolk & Western and a
“C” to Pennsylvania Railroad, al-
though the same people pretty
much guide the destiny of both
roads. Anyone with some slight
knowledge of railroads can ap-
preciate that the inherent differ-
ences of the two companies make
any comparison a futile exercise.

Right now, the folks in the mu-
tual funds trade are upset about

. some comparisons- that have
turned up in the Wharton/ School

- study of their business. Charles H.

« Schimpff, President of the Invest-
ment Company Institute, is irri-

- tated because the Wharton School

. letter to the . Securities and Ex-

~ change Commission made this
" “tomparison among others:

“The . performance of mutual
funds . . . did not differ appre-
ciably from what would have
been achieved by an unmanaged
portfolio.”

Schimpff Found Comparison
Unfair
Mr. Schimpff says: ‘“To begin
with, the fund performance is
compared, not with an ‘unman-
aged portfolio, but with .a mar-
ket index, weighted in terms of
- the funds’ holdings of common
. stocks, preferred stocks, corporate
- bonds, government securities' and
other assets.”
This, as Mr. Schimpff says, is
not an apt comparison. It’s apples
. and pears all over again. And it
is to be hoped that his finger-
. waggling also will be noted by
those people in his own trade who
are fond of reporting that they
outperformed this average or that
one. We’re still ‘looking for the
report, annual or interim, that
tells the stockholders the fund
did not do as well as the Dow or
S &P.
But back to Mr. Schimpff and
his criticism - of  the Wharton
School comparison. Says he:

“Far more significant would
have been a comparison of the
actual results achieved by a large

.and random sampling of the ac-
counts of small individual inves=
tors, and an appraisal of the com-
parative = performance of other
savings and investment media in
which the mutual fund sharehold-
er’s resources could have been put
to work, had it net been his deci-
sion to purchase mutual fund
shares.”

He might also have mentioned
that neither the Wharton - School
survey nor any other study will
ever tell us what might have hap-

“pened in the spring of 1962 but
for the mutual funds. The decline

= *,

in stocks was severe enough, but
it is almost shattering to contem-
plate what might have ensued
had the millions of fund holders,
like their fathers, been off on
their own speculative binge in-

.stead of seeking long-term in-

vestment in diverse = portfolios
managed by shrewd professionals,
Whatever has been reported to
date and whatever may come in
the days ahead, there is no pros-
pect that millions of Americans
will turn away from the mutual
funds as long as their stewards
maintain the high standards es-
sential to public confidence.

Thé Funds Report

American Growth Fund reports
that ‘at July 31, end of its fiscal
year, net assets were $2,689,715,
against $1,701,185 a year earlier,
Net asset value per share at the
close of the latest year was $5.08,
down from the $5.87 at July 31,
1961.
* * #

American Mutual Fund, Inc. re-
ports that at July 31 net asset
value per share was $8.09, com-
pared with $8.97 on April 30, close
of the previous quarter. Total net
assets at July 31 were $158,386,768,
against $169,428,704 three months
earlier. Fiscal year ends Oct. 31.

During the latest quarter new
names appearing in the portfolio
were Container Corp., Shell Oil
and Xerox Corp. Those eliminated
were Bankers Trust, Chicago
Pneumatic, Du Pont, International
Nickel, Johns - Manville, . Pacific
Gas & Electric, Republic- Steel,
Safeway and Parke, Davis.

* [ TORES TR ]
In a report to shareholders for
the second fiscal quarter, which
ended on July 31, Boston Fund
puts net asset value per share at
$8.63. This compares with $9.70
on -April 30 and $9.68 a year
earlier, Total net assets at quar-
ter’'s end amounted to $279,791,-
096, compared with $301,613,751
three months earlier and $284,-
788,374 a year earlier.

Principal investment changes
during the latest quarter included
addition of Gillette and Rochester
Telephone while eliminating Piper
Aircraft.

& *
Chase Fund of Boston reports that
on July 31 net assets were $31,-
614,823, or $5.97 per share, against
total net assets of $39,576,735,
equal to $7.59 per share,. on
April 30.

ok
Merger of Continental Research
Corp., investment manager of the
United Funds group of mutual
funds into Waddell & Reed,
Inc., Kansas City, national dis-
tributor of the funds, was an-
nounced by A. W. Hillmond, Wad-
dell & Reed President.

* & *

Franklin Management Corp., in-
vestment counsel, announced that
Robert W, Selle has joined the
organization as a senior account
manager. A resident of Brookline,
Mass., he is a member of the Bos-
ton Society of Security Analysts.

: * %

Total net assets of the Putnam
Growth Fund declined to $231,-
726,400 on July 31 from $264,819,-
900 three months earlier and up
from $164,478,000 reported a year
earlier. Asset value per share was
$7.63 on July 31, compared with
$9.16 three months earlier and
$9.25 at July 31, 1961. Fiscal year
ends Oct. 31. ‘

. L I T
Television-Electronics Fund, Inc.
reports that at July 31 net assets
totaled $351 million, compared

with' $443.8 million- at Oct. 31,
1961, end of the last fiscal year,

. and $401.1 million at the fiscal

midyear point in 1962. Net asset
value per share was $6.92 on July
31, compared with $8.92 on Oct. 31,
1961, and $7.83 on April 30, 1962.

Principal portfolio changes dur-
ing the latest quarter included
additions to existing. holdings of
common stock of .General Motors
and International Business Ma-
chines. Holdings in Addresso-
graph-Multigraph, American Tel-
ephone: & Telegraph, Burroughs,
Eastman Kodak, FMC Corp., Har-
ris-Intertype, Litton, Lockheed,
Magnavox, Minnesota Mining and
Otis Elevator were reduced.

Life Insurance Cos.
Take Advantage of
Stock Price Drop

New " investment acquisitions of
the nation’s 1,480 life insurance
companies totaled $12,860,000,000
in the first half of this year, over
one-sixth more than in the like
period of last year, the Institute
of Life Insurance reports.

The largest part of the increased
new investments was in the in-
dustrial and miscellaneous bond
portfolios, the $4,560,000,000 newly
invested in this category in the
six months comparing with $3,-
737,000,000 a year ago. New mort-
gages purchased totaled $3,186,-
000,000, compared with $3,126,~
000,000 a year ago,

Purchases of U, S. Government
securities, including the roll-over
of short-term notes and bills, were
$2,394,000,000 in the half year,
tompared with $1,770,000,000 a
year ago,

Common stock purchases in the
six months were $313,000,000, com-~
pared with $249,000,000 in the first
half of 1961, the larger part of this
year’s purchases’ being in the sec-
ond quarter, -when  $186,000,000
were purchased.

Now Limited Partner

Louis Curtis retired as a general
partner of Brown Brothers Harri-
man & Co., resident in Boston,
and became a limited partner of
that firm as of Aug. 31, 1962,

Mr. Curtis has been a general
partner of Brown Brothers Har-
riman & Co. and its predecessor
firm of Brown Brothers & Co.
since Jan. 1, 1922, He became as-
sociated with Brown Brothers &
Co. in 1914 following his gradua-
tion from Harvard College. He is
a son of Louis Curtis, who was a
partner of Brown Brothers & Co.
in Boston from 1911 until his re-
tirement in 1930, and is a grand-
son of Thomas B. Curtis, under
whose management the Boston of-
fice of Brown Brothers & Co. was
established on Dec, 31, 1844,

Two With Eastman Dillon

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif—Meredith
D. Gibbons and Walter D. Reins-
dorf have joined the staff of East-
man Dillon, Union Securities &
Co., 3115 Wilshire Boulevard. Mr.
Gibbons was formerly with J. A,
Hogle & Co. Mr. Reinsdorf was
with Mitchum, Jones & Temple-
ton, Inc.
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... Ahead of the News

BY CARLISLE BARGERON

The story of how Greer County
in Western Oklahoma awoke one
morning to find that the New
Frontier “had labelled it “de-
pressed” has come to light, The
people of the county had thought
they had- never had it so good
before, - 5

The label was pinned on the
county by the Commerce Depart-
ment’s Area Redevelopment Ad-
ministration after an Oklahoma
state surveyor had reported “sub-
stantial and persistent” unemploy-
ment there. As a result Greer has
been the butt of much sarcastic
?umor by other Oklahoma coun-
ies.

But according to Joseph P. Mec-
Donald, GOP Chairman of Okla-
homa’s sixth district and other
substantial citizens, it is difficult
to find competent help, “If I ad-
vertised ' for five. workers,” he
said, “I couldn’t get them”, Me-
Donald operates a grain elevator.

B, B. Talley, a retired brigadier
general who raises cotton, asked a
meeting of Greer citizens called
July 30 to protest the “depressed”
label:

“Who  are these unemployed?
Are they carpenters, plumbers,
electricians, laborers, tractor
operators, ‘truck - drivers, farm
hands. . . .? If they are here (in
Greer county) why can’t we ‘get
someone to work when someone
is needed?”-

The question went unanswered,
as had similar protests at a July
10 meeting and General Talley
was authorized to write Secretary
of Commerce Luther Hodges, Sen-
ator “Mike” Monroney, D., of
Oklahoma, Senator Robert S.
Kerr, D., of Oklahoma, Governor
J. 'Howard Edmondson of Okla-
homa and Representative Victor
Wickersham, D, of Oklahoma, who
represents the Congressional dis-
trict in which Greer county is
located, to ask that the label be
removed. Wickersham said at the
meeting that another and much
larger meeting should be organ-
ized and quickly,

“A quickie” meeting was called
for Aug. 3, and a wholly different
crowd appeared, McDonald said.
There were school teachers, in-
cluding. the superintendent and
his wife; all city employees; all
county employees; most of the
courthouse gang; most of the Fed-
eral workers in Mangum, the
county seat and representatives
from the Oklahoma State Univer-
sity Extension Service, who “ex-
plained” the Federal Area Re-
development program, Altogeth-
er, it was estimated some 600
persons—nearly all of them de-
pendent upon taxes for their live-
lihood—attended in contrast to
the 80 who attended the earlier
meetings,

At this session, a Greer County
Area Development Committee
was organized to propose an eco-
nomic program by Sept. 1. If ap-
proved by Oklahoma and Federal
agencies, the program would

- American
Business Shares

A Balanced Investment Fund

The Company invests in a portfolio bal-
anced between bonds and preferred stocks
selected for stability, and common stocks

selected
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for growth possibilities.

mean heavy Federal subsidies
for the county. Approval is ex-
pected in time to boost Wicker-
sham’s ‘' campaign ‘for reelection
Nov. 6.

He only got through by a hair’s
breadth last time, and has been
widely - criticized because of his
{‘eal estate operations in Washing-
on,

The Area Development Agency °
is making progress, all right.
Since President Kennedy put it
through Congress 15 months ago,
965 ‘““depressed areas” have sprung
up around the country.

The organization has been quite
ambitious in labelling “depressed
areas.” Senator Clare Engle, D,
of California, in a recent letter to
Secretary Hodges expressed re-
sentment that Trinity County,
Calif., has been so classified. He
said that Congress did not set up
ARA “to force ' redevelopment
medicine down  the throats of
communities that don’t know they
are depressed, that haven’t even
applied for this Federal assistance
and don’t want it.”

-y

€% DIVIDEND

EATON &,
HOWARD

STOCK FUND

124th  QUARTERLY DIVIDEND
7 CENTS A SHARE

BALANCED FUND

122nd QUARTERLY DIVIDEND
9 CENTS A SHARE ’

Dividends payable Sept, 21 to snareholgers

of record at 4:30 P M, Sept. 7, 196

24 Federal Street, Boston, Mass.

free

booklet-
prospectus
describes

THE
COMMON
STOCK FUND

of GROUP SECURITIES, INC:

A mutual fund investing for
income and growth possibili-
ties through seasoned com-
mon stocks selected for their
quality.

Mail this advertisement,

Name.

Add

CHY e State__

DISTRIBUTORS GROUP, INC.
80 Pine Street, New York 5, N. Y,

pitized for FRASER

b-//fraser.stlouisfed.org/




.16 (1020)

BANK AND INSURANCE"
ST GCKS This Weel — Insurance. Stocks

Combined Insurance Company of America—

7 Combined Insurance Company of America with its three. operatmo‘
subsidiaries is believed to be the eighth largest of the 900 in-
surance’ firmes writing 1nd1vmua1 accadent and health insurance in’
this country.

The company. was incorporated under the laws of Illinois’ in’
1949, and in that year succeeded to an insurance ‘business started
in 1939: It owns all of the stock of Combined American Insurance’
(“onﬁpany, Hearthstone Insurance Company ‘and First Nationall
Casualty Company. Business is written by the companies'in eéach’

of the 50 states, the District 7of Columbia, Puerto Rico, Guam, :

Canada.and the :more populus:statés -of Aunstralia." The “companies
now ‘have more than '2.5 m1lllon pohc1es m force held by over 1. 8
million policyholders:

. Qver-80% of the premmm volume of $50 1 m11110n written:
by Combined Insurance Company of America and. its affiliates.
represents individual -accident-insurance issued at moderate pre-
mium rates with definite dollar.and time 'limit risks per person
insured. Nonscancellable -accident. insuranoe, - health; | disability;
haspitalization, medical-surgical- expense insurance: and..a smaill

amount of life insurance are sold through 1,600 contract agenags) - .

Caly 10% -of volume. i§. obtained ‘through mdependent general
agents.

Approximately three-quarters of ‘overall volume  is non-can-
oellable accident, which offers’' a guaranteed ‘renewable option at
+he same premium for six-month terms during the life of the in-

sured. at his-option.- These policies are-sold principally to.the

“white collar” element in particular urban centers by -the:com-
pany’s. well-trained ‘contract agents. The typical plan -is. to" first
cffer a $3 policy covering basic accidents for .six .months;:then

attempt to convert the policyholders to a complete coverage policy. -

at §8-16.. Experience indicates;that approximately one-half of the
1olicyholders convert their initial p011c1es and 90% renew the full
coverage policies.

The company has estabhshed an outstanding record of growth
and - profitability - in ‘the accident and health field. Premiums
~written have increased at a rate of 23 % per year over the past five
—ears. Volume in 1961 was more than double. that.of 1957.

Growth in earnings has kept pace or exceeded the. growth in
vremiums in-recent years.. The indicated..underwritting: profit
margin has ranged’bétieen 142Y% and 18.0% during,the past four
~7ears'in an area where many insurance .companies have.found it
extremely difficult to récord sat;s{,actpwnmdea: iting. proﬁts
"Adjusted earnings per share ‘have tripled since 1957, Only in.1958
‘dlid earnings decline on a year to year basis.over the past decade:
‘The decline in that year reflects the issuance .of .dividend pohues
or the first time. These dividend pelicies, which are issued in-the

“3rm of free supplemental . accident-hospitalization « wcoverage . 10
i1olders of full coverage accident-policies for .a six-month period,
adversely effect earnings initially but are profitable to, the com=
pany over the longer term because of the high rate of renewals

A sharp rise in net investment income has contributed to the
3mpanys rapid growih of earnmgs Net investment income .of

lightly in ‘excess.of $1 miilicn in 1961 represents an ‘increase ‘of |

28% over the previous year and a 108% increase since 1958. Ap-
*noxamately two-thirds of assets” are invested in' fixed incomé
uecurmes with municipal bdnds the most significant - subdivision;

)]I(;(wed in importance by U S. Government bonds and preferred
Jcac s

Over 70% of the. three: million shares of Combmed’s stock
are owned by management, which is headed by W. Clement tone
and closely allied interests. In the fall of 1961; 300,000 shares were
4791d to ‘the public through Smith Barney. & Co., thereby. con-
‘iderably improving the tradmg market fcr the :stock. Stock-

Hiolders have been rewarded with- substantial - stock ,d'lVldendS in
cach year since 1953. A 50% dividend was declared prior . to the

1)ablie ‘offering last year. ¢ 3

The growth pattern. of the combined group of compames has
continued in 1962 During the first six months; premiums wrltten
vose 17% over the previous' year and earnings increased. at-an
oven greater rate. Ad]usted earnlngs for the full year are- stnnated
ot $2.25 per share, .7 ;

The common: stock of Combined Insurance Co of Amerlca

s curréntly selling for $64 in the over-the-counter market The
lorice range to date in 1962 has been $90%-$40. At the present price
the stock is selling at 28.4 times estimated earnings for the’ year:
_und affords a modest yield of less than 1% on its current annual .
. dividend rate of 40 cents per share. The stock price, while high, is .
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well-below-the earlier all-time high and is in line with the stocks
of -other ‘companies in.the mdustry with similar growth records.
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-Econo‘mlsts Oppose Tarlff
" Bill Without Reforms

- Twenty economists - professmg free trade and lnh-prolectlon Jmmnple
:oppose Administration’s tariff cutting Bill (HR 11978) unless accom-
panied or: preceded by - specified internai: fiscal, monetary- and - ece-
" nomic reforms. Prerequisite measures stipulated include ending infla-
Rion by ‘putting a step te wage 'and price increases, to business and
- -fabor union monepely, and e Federal deficits by establishing ‘strict
. priorities over Government spendmg. Adequate Congressional review
s also snpuhied. Dtherwise, the group states, tariff reduction willbe - .
_m vain .unm we “first” make outselvos internationally eompeh'wa..

A spokesman ior twenty dlstm-
‘guished American  econemists to-
. day blasted :the. Administration’s,
. proposed sweeping forelgn—‘trade
legislation,:

callingitare-"

l{olds Tarlt‘t‘ Cuts Useless Wlthout
2 Domeshc Reforms -

The real’ problem facing' the
United States in its international
w €conomic. relationships, Professor

-.Boarman told 'the Finance Com--

_mittee, is not whether or not. we:

vshould have tariff. reform. ..The"

 real issue, he said, “is whether we
should have tarxff reform with, or
; tarlff reform-. without, 51mu1tane-
ous (or; better still, prior) internal
fiscal” monetary,

‘reforms. But, - concern for -such

reforms - is" consplcuously aosent'

“from H. R. 11970 '

© “Po ask for tariff reduction or

tariff. abolition on  the grounds,

. that such- action - will increase
competrtlon and- at-the ,same time’
to " refuse to “correct .the basic,
maladjustments which . make the
domestic economy mternatlonally
non-competitive,” he added, “is to
ask - for ‘the admmlstermg of a
medicine which, while it may
“panish  the sympltoms of  disease’

grand A=
sion” that “by
“knoc¢king’,
~down . a few,_
Calready vlow
tariffs we-are”,

- going '{6 ‘solve”
all -the’ ‘prob-::
lems  of  the
U. S: economy
at - ‘home and .
. abroad.”

Patrick M.’
Boarman, As- PatnckM Buarman .
sociate ‘pro- .- v
fessor: of Economics at Bucknell
_University, ‘told the Senate: Com-,
" mittee on Finance:last'month that.
- the Economists’ National Commit-
.tee .on-Foreign Trade.Policy ‘is

eppesed to the ‘trade - liberaliza-'
ﬁm[}; a{‘f‘gqeox‘?an_s_‘,"“ blu k”°‘fY’.‘ 5. or perhaps even kill the patient.””
Wt s our, belief,” Professor
‘Boarman added, “that uniess there
“are substantlal changesin _the
proposed legislation and unless it”
*is accompanied ‘simultaneously’ by
thoroughgomg ‘internal. reforms

- its et effect will be to harm
the Nation’s, ‘domestic economy
--and worsen its a!ready weak m-
ternational’ posture.”

Pomtmg out. that:the Econo-
Tnists” " Committee subscribes * to;.
free’ tra&e and - opposes ‘protec- r
- tionism—in éarmc.uple the '‘witness.
- asserted: “Our committee is dis-.
* turbed . at the structutal dis-..
locations - in ‘our economy -—.the
unemployment.. and .¢the under-

Commlttee._to the fallacy of urg-
ing. free trade “as the answer to
almest-all our probltems, both -do-.
mestic and: international,” citing
six ‘aims pro
achieved by H.R. 11970 —
welfare. 5

(2) An.i mcrease in employment..

(3) Accelera‘ted growth of ‘the,
U, S..economy. .

nornic’ leadershlp of 1the * Free
World.

‘tions:

(6) Overcomlng the U, s “pal--
ance of pay'men‘ts deficit and end- .
ing ‘the dram on’ U. S go]d re-

fariffs. proposed .in H.R. .L1070, Sefves‘

‘might cause. .-. : But-our ‘deepsst.
concern_ is «._:V(_IJ:th the _ short-run,” .asserted can-only be achieved if, .
balance of payments effects of the the” leglslatlon results -in increas-:
anticipated increases in imports.” ing’ Oltll‘ eTxgorts mloreththan our .
@ » " imports is result e econo-’
~“This situation, the ~economist mist .thinks,. 1s unhkelv mepcsinil
of “the 1mprobab111‘ty of the pro-
already alarming’ payments def-- posed drastic tariff reductions be-
icit, aggravate: theoutﬂow of gold,” ing--matched by our neighbors
‘and‘increase the'pressures leadmg abroad 13‘( pzérnguiat!l:‘l by thedCorrcl-
” r Morket ‘~ountries, and se
Lo-a devaluatlon ol ﬁ‘!e dgllar,” an ondly, the effects on the trade.
occurrence which- “would -be -a

barauce ‘of persistent inflation in
catastrophe for the Free Worid the United States e

.and might. very well trigger an
mternatlonal ligquidity. crisis of
"the - kip8” SWhich_ ushered in the -
.-Great Depression :in -1929.”

Group Insxsts on Congress:onal
) * Review

The members of the Fconemists’
“Committee “object especxally to-

.and,’_economic"

.. may . simultaneously ¢ripple

.Professor Boarman ‘alerted the

nents: clann will be L

(1) "An increase ‘in" consumer-

(%) Mamtenanoe of U.: 'S. eco-.

(5). Aid to the developmg “na-.’

These obJectxves, the witness, .

. Thursday, September 6, 1962

the . sweeping powers granted to
- the President to reduce or elimi-
nate at_ his sole discretion any or
all remaining tariffs on U. S. im-
ports, without review or supervi-
sion by Congress,” he pointzd out,
and strongly urged that provisions
for adequate Congressmnal review
_be included in the leglslatlon and
> that ‘the “grant of powers be for
two rather than five years.

in concluding, Professor Boar-
man identified the actions his
committee thought the United
“States 'must take, “To sound the
“trumpets of tarlff reform, as is
now- being ‘done,- appears: coura-
geous on -the surface: “And ‘it is
very ‘popular, Who wants™ to' be
called a protecticnist? In'fact, it
‘ is taking the line of least resnst-
- ance," politically’ and conomically.
‘ For such action,-and the ‘'spirit of
‘ righeousness with which it can be
‘undertaken,- becomes a ‘substitute
for facing up to’the’ real issues:
“ the need to undertake internal re-

‘ forms, to end domestic inflation,

1o put'a stop to wage and price
- increases "which' make our com-
modities increasingly noncompeti- .+
tive -in “world markets, “to apply
equal “energy to the restraint of
both business monopoly and labot-

~union monopoly, and to establish

strict priorities in Federal spend-
- ing to the end that deficits of the
Federal budget shall be avoided.”

~“The Ecenomists’ National Com-
mittee on Foreign Trade Pohcy

Chairman—O. Glenn Saxon, Pro-
. fessor Emeritus, Yale Umver-
sity, New Haven Conn.

Co-Chairman—James Washlngton
Bell, Professor Emeritus, North-
western University, Evanston,
I11. (presently Secretary, Amer-
ican Economic Association.

Vice 7 Chairman ~—Professor Pat-
~rick M. Boarman, Bucknell Uni- -
. versity, Leyq;s_burg,vPa ST T

Herman H.: Beneke, - Profes.S“Or

. Emeritus; Miami Umversaty,
Oxford; Ohio.

Prorfessor Frederick: A. Bradford,
Lehigh Umvers;ty, Bethlehem,
Pennsylvania. --- -

Protessor Lewis E. Davads, Um-
versity of 1 Vhssourl, Columbia,
Missouri. .

Professor L. E. Dobriansky,
‘Georgetown Umve1s1ty, W'—lSh—
.ingten, D, C. : .

Protessor Roy L Garis, UmverSJty

- of Southern Cahforma -Los An-
~ geles, Calif, =

Professor Harold Hughes .West
‘Virginia Wesleyan College,
Buckhannon; W. Va.

J. H.. Kelleghan, Economic Con-
- sultant, Chicago, I11. .. :

Professor :Donald - M. Kemmerer

. University’ of Illlnms, Urbana,

Ilinois,,

Professor Russell M. Nolen, Uni-
versity of Illinois, Urbana, Tll.

Professor Clyde W. Phelps, Uni-
versity of Southérn Cahfomta,'
Los Angeles.~ .- - i

Professor Arthur Sharron C w.
‘Post. College, Long Island Un1—-
versity,. Brookvﬂie N. Y.

Charles’ S.- Tippetts, Pro-fessor
Bmemtus, Umversny of Plt‘ts-
burgh

Professor 3 B Trant, Louls;ana

. State * University;. (Vice~Presi-
dent,. Guaranty- Life , Insurance
Co.) Baton Rouge, La g By

Edward J. Webster, Professar
_Emeritus,- Amerucan Interna-
- tional College Springfield, Mass.

" Professor G. Carl: Wiegand, South-
ern Illinois University, Carbon-

dale m, .

Professor ivan anht Umvers:ty
.of New - York City, New York
New . York.

Hudson B, Hastings, Professor

Emeritus, Yale University, New
Haven, Conn

Mutual Secs. Service

(Special to THE FINANCIAL Cx-mo ICLE) -
LOS ANGELES, Calif. -ﬁi’lutual
Securities Serv1ce is conducting a
securities business from offices. at
- 3670 Wilshire Boulevard. Officers
“are Thomas M. Power, President,
and Kazuo B. Nakahlra Vice-
President and Treasurer
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 COMMENTARY...

By M. R.

LEFKOE

During a recent press conference
following Russia’s reported orbit-

ing of twin cosmonauts, President

Kennedy asserted- that ‘“‘Anyone
who attempts to suggest that we
are not behind misleads the
American people”.. Accepting at
face value Russia’s claim that it
had beaten the United States once
more in the race for space, the

President apologetically conceded.

technological superiority to the
Soviet Union, ;

Many  explanations have ' been
offered, for this alleged ‘“techno-
logical gap”, but a careful exami-
nation of the cnes most frequently
aavanced reveals the thinly veiled
accusation that the very nature of
the Soviet .Union’s controlled
economy ehables it 'to surpass
America’s free enterprisze system,
It is claimed that, as a dictatorship,
Russia can-etfecuvely marsnail ail
of her resources in a concentrated
effort to conguer space, On the
other hand, the United States-is
bogged down by wasteful com-
petition, the limitations imposed
by property rights, and her *“out-
moded” system of free enterprise:

‘But is it free enterprise which
is to'blame? ! 4 :

‘The government has completely
taken over America’s space’ pro-
gram. The National Aeronautics
and Space Administration (and to
some. extent, ‘the. Departrient :of
Defense) hag the primary respon-
sibility for deciding ‘what will be
done, how it will' be done, -and
when it willbe done. Private in-
dustry—which - does the bulk' ‘of
the research, initiates the ideas,
and ‘performs -the actual- work—
takes its-orders from the govern-
ment. and has little, if any, con-
trol over. the ultimate progress
made by our nation’s : space
program. : R

The Government’s Sabotaging

. Role L
‘Several articles published  re-
cently have criucized tne gross
inefficiency which prevails in
America’s missile and satellite pro-
grams. But evein more important,
they have pointed out that it is
the government which is seriously
hindering our progress'in $pace
by choking off the crucial con-
tributlions made by private enter-
prise. The -primary tool used by
the government in sabotaging the

efforts of private industry is. the

destruction . of patent rights.

‘[Ed. Note: Recent articles pub-
lished - by the Chronicle on the
subject of government’s nationali<
zation of patents were: “Commer-
cial Aspects of Our National Space
Law,” by Andrew G. Haley Jan, 5,
1961, pg. 12; “Congress’ Perform-
ance and the Dynamic Aerospace
Business,” by Andrew G. Haley
Sept. 14, 1961, cover; “Increasing
U. S. Ownership of  Patents De-
cried,” by Robert W, Galven Oct.
26, 1961, pg. 38; “Socialization of
Patents Threat to All Industries,”
by Robert W. Galvin- April 19,
1962, pg. 12]

In the Seplember issue of
Fortune magazine, an' article en-
titled “The Patent Mess” drama-
tically illustrated this point. For-
tune stated: ‘“The hearings -held
recently by the House Committee
jon Patents and Scientific. Inven-
ticns showed that, while NASA is
able to find plenty of willing con-
tractors, there are others who re-

fuse to accept a NASA research:

contract because of the patent
clause.” ) )

(The patent clause referred to is
contained in the National Aero-

nautics and Space. Act of 1958, .
Section.305 of this act states: .. . -

Whenever the adminstrator  of
-NASA determines that an inven-
tion [is].made in the performance
of work -under a NASA coatract
. » . such-invention becomes the

gso aliicfed org/

exclusive: property of the United
States.”)

Fortune went on to describe
how the government has fos-
tered a policy deliberately ‘de-
signed to ‘aestroy an inventor’s
patent rights:

“The. patent owner’s rights in
dealing with the government seem
to have been seriously abridged in
recent years. One specific aiffi-
culty has been a ruung made in
1958 by the Comptrolier General.
He was asked whnat the govern-
ment should do about obtaining
competitive bids in' cases where
one company’s patents appeared to
make it the. only available con-
tractor, In' elfect, he answered
tuac tue government should de-
mand compeétitive bids anyway—
even if this policy led to patent
infringements.  Sa:d his* ruling:
‘We believe that the armed ser-
vices have no authority to dis-
spense with the requirements of
formal advertising: [for competi~
tive bids] solely on the ground
that such procedure would tend
to impair the integrity of the pat-
ent -system ... ... ‘'In our opin-
ion,” said the Comptroller General
in a letter to the secretary of tne
Air: Force, ‘to reject the low bid
and make an award to one of the
licensees for the purpose of en-
forcing and protecting the patent
rights of the patent cwners would
cons:itute ' an improper restric-
tion of competition under the cir-
cumsiances . . .)” (Italics mine.)

A well-documented series of
articles further exposing the gov-
ernment’s “patent piracy was re-
cently ' pubiished in’ the''L:os
Angeles Herald-Examiner, This
star.ling exposé .was introduced
with the statement: “Confiscation
of private  property—tantamount
to nacicnalization of U. S.'industry
—is .becoming almost a standard
practice of the Federal Govern-
ment. The cold fingers of infring-
ers are now entwined around the
throat of free compelitive enter-
‘prise. Strangely enough, industry
itself “is' being forced to partici-
pate in this insidious nibbling
‘away at its own vitals.”

“Open Sesame”

In describing what happens
when the government takes over
the patent rights fo a new devel-
opment, the  Herald-Examiner
pointed out that government pat-
ent “usually becomes an open
sesaime to all industry when it is
tinally releaszd on a royalty basis
for use in non-government pro-
ducts. In otker words, the com-
pany which developed the process
or product, no lenger has exclu~
sive rights. ' It has become com-
munal property, and.any other
company can walk in and reap the
benefits of someone else’s work.
In " a situation of this type, it
would seem -justified when stock-

-holders of a firm - question the

President on why he spent several
hundreds of thousands of.dollars
of their money promoting an item
which competition begins selling
once ‘the market is established.”

But this is not all: not only does
the government expropriate patent
rights from companies receiving
gecvernment funds for research,
but “the Department of Defense
has cevised means of:seizing the

‘patented trade secrets developed
solely by private enterprise with- -

out. government funds.”
mine.) ) .

This policy of socializing the
orginal ideas developed by private
firms is illustrated by a case
history related in the Fortune
article. b

. .. Jamesbury Corp., of Wor-
cester, Massachusetts, became em-
broiled with General- Dynamics
and- the Navy Department. How-
ard Freeman.- founder of James-
bury, had developed a ball valve

(Italics

with: his, own funds .and had ap-

- plied for a patent in 1956. James-

bury’s ‘'valves were used ‘in 1957,
in‘a nuclear submarine built by
Portsmouth Navy Yards; and so in
1958, when the Electric Boat Divi-
sion of General Dynamics got the
contract to build the USS. George
Washington, it consulted - with
Jamesbury on the use of valves in
Poiaris submarines. wlectric moat
naturally learned a lot about mak-
ing valves and, since'it was under
pressure to build the George
Washington as fast as possible, it
began to make the valves itself.
Jamesbury finally  received its
patent on the valve in July; 1960;
but under the law governing Fed-
eral contracts, Jamesbury could
not sue Electric Boat for patent
infringement or royalties.”
Numerous other -shocking ex-
amples -of companies literally
bankrupted by the government’s
patent policy were set forth in the
Herald-Examiner’s ‘series of art-
icles, which concluded, “Our de-
fense posture could, and may be
suffering, because those who could
contribute to it don’t: out of fear
of confiscatory and destructive
policies.” -

The Crucial Question

One validly could, and should,
question whether ‘Russia is beat-
ing the United States in space and
whether she. has actually per-
formed all of the feats she has
claimed. . Furthermore; in making
a . critical . evaluation of Russia’s
progress in space technology, one
should remember the hundreds of
American scientific secrets stolen
by Soviet agents which may well
have been largely responsible for
much of the progress she appears
to have shown. But these issues
are secondary in importance, The
crucial. question- is. not. which
country’is ahead, but whether the
United States is doing everything
within her power to.develop the
missiles and satellites needed for
her defense,, The ‘answer to that
question is 'most- decisively, “no”,

" ."Even if the United States wer
behind ' in”space achievements, i
would not be the free enterprise
system which deserved the blame.
The guilt would have to rest with
the enemies of capitalism within
our own: government, - By - now,
who these men are should be no
mystery to anyone.

Dr. Hu Joins
Stewart-Eubanks

SAN FRANCISCO, Calif.—Stew-
art - Eubanks - Meyerson & Co,
members of the New York and
Pacific Coast Stock Exchanges,
have announced the association
with the firm of Dr. Frank Hu,
nationally known. financial ana-
lyst, as Director of Research. He
will - be ‘headquartered at their
main offices, 216 Montgomery St.

Dr. Hu attended Graduate
School of Business, Stanford Uni-
versity, and is holder of a Ph. D.
in finance. and economics from
the University of Illinois. Before
becoming associated with the bro-
kerage and investment. banking
business, he was Assistant Pro-
fessor of Economics at Seton Hall
College, South Orange, N. J. He
is a Phi Beta Kappa, Beta. Gamma
Sigma and Sigma Iota Epsilon.

Since 1950 Dr. Hu has been with
Schwabacher & Co., East-West
Securities Co., and Bache & Co,,
prior to joining Stewart-Eubanks-
Meyerson & Co.

Jay V. Grimm Opens
Jay V. Grimm is conducting a
securities business from offices at
903 Park Avenue, New York City,
under the firm name of Jay V.
Grimm Securities Co.

" Form AMF Securities

AMF  Securities Corporation is

conducting a securities.. business.

from. offices at 175 Fifth Avenue,
New York City.
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SECURITY SALESMAN'S
: CORNER BY ;IOHN DUTTON |

Just a Pair of Scissors

One of the most widely known,
wealtiy, and respected senior
members of the Wall Street fra-
ternity when asked how he built
his clientele said, “I used a pair of
scissors. Every time I saw an item
in the paper,” a magazine, or a
researtch reportb'pertaining to a  Time to Think — Time to Sell
security owned by one of my cus- . Regarding neglected and inac- -
tOl“rXEI:S, whether I sold it to him or tive accoun%s; f.ogr the paa;t%ei/eigl
not, if the article ‘had validity I years many security salesmen -
sent it to him. Eventually this have been so busy servicing active -
brought me  business. One man accounts that some people who
who later became one of my. larg- might have also became. good '.
est accounts started out by giving clients were neglected. Now there .
e an order for only two hundred is more time to develop this busi-
shares' of stock. Almost immedi- ness. The man who goes to work -
ately it began to decline. I never instead of bemoaning the state of
ceased keeping him advised. Fin- the market, the “condition of the -
ally when 1t was selling for about world, and who looks for oppor-
fifty percent of the price he paiud tunities to help his customers re-
for it, new management came in. cover losses, make tax switches, °
There was an interesting - news and contacts his inactive accounts .
:tt}xi'r}; hlc_idlen in thei bf\.ck L:iagfs 0{ again, is going to do business.
ancial paper. I clipped it ou Don’ i

alflld sent hun a memo suggesting Sévera{ fﬁégf}ts t:gl‘.)xsle 223} z(gs?g;{
Ehat this might mark a turn in peporting the financial facts about

e affairs of the company. He 37stock that I remembered was
telephoned me and gave me an owned by a client although he

order for an additional thousand giqn’ i
shares. Later furher investigation Ség? titbliﬁ lﬁi;?r(\):;li%;} I:yng{én ‘ag

indicated the new management g, Ve i -
was making progress. By accident tig}q{:av(‘ljs&olf c;‘svxr?é(d )t’l??s gﬁge I'I{?fxg-
I had stumbled into one of the o Regards.” Two days later he
largest accounts in-the city. This telephoned lme and tﬁanl?e?l me
gan gadei)an Lndependenttcheck- for sending him the information.
. He bought more stock. I wjile we talked I looked at his
*regords,.and .noticed that he had

bought a stock in April for 32, It

nouncement I would not have had .
the opportunity of establishing a -
contact again under such favor- -
able - circumstances, which inci- -
dentally,.has opened and renewed
a posstbility of future business.

me and substantial ‘profits for my
clients. If you don’t forget your
clients they won't forget you.”

If You Are Selling Bonds

could use a short term loss and
mentioned this stock and its cur-
rent price. He placed an order for
an ‘equivalent amount and in 31
! det : : days we may sell the first lot, or

The ofhér day a salesman of my  he may keep it, depending .upon
acquaintance noticed that there the circumstances at that time.
was a published bond-call in a Regardless, he is prepared and
financial paper. About two hun- n¢w has time to decide what he
dred bonds were called by lot and will do instead of waiting until .
numbers were advertised, as is the last week in' December to
usual in such cases. This salesman 'make tax decisions.

was alert, It was a small issue but : :
he ‘happened to have several cli- hef(lel eainlggsgn;cieg;})%?evs&l\{vfa‘k:g

ents who owned the bonds. He o

s Y awsed e b, K B Sl W i

available that would indicate if 24 thoge that shrink, There will

;‘lrily ac:cl(l)i%tlgoritdsh;vergng;vn&dtby be bonds that are called, prefer-

asrti ot Tesiis W app old & ahia red stocks called, news items, and

B Ar. 5y ¥ S financial announcements day after -
firm several years ago but, the day, and week after week. This is

records were not available since a-cl’langing world. But or;e thing
they had been placed in storage. ;) con changes—the salesman who

«%w Ilw%luk;;)k dgootd he said. 55 eciates his customers, who

; en i tsll th on tsh ?Imy'uc%s- works with them through ups and

omers | tell them that 1 Wil Uy qoung will earn and continue to

to let them know when any of ; : .
their bonds are called. From now (sil;axﬁl;ih;é;;onfxden?e ang ke ‘will

on I am going to be doubly certain
that when I sell bonds, and they
are delivered out of this office
to my customers that I have a
record of the numbers, then I can
tell them if any bonas are callea
rather than send .them a copy of :
this notice and ask them to check Minory Segawa, one of. Japan’s
their records against this list. leading financial ' experts and
Regardless of whether or not president of Nomura Securities
you keep a record of the numbers Co,, Ltd., arrived at San Francisco
of the bonds you sell to customers, Monday, Sept. 3, to study eco-
by ‘all means try to send them nomic conditions here and consult
notices of bond-calls when you see with investment bankers in lead-
them. Read your financial publi- ing American financial. centers.
cations not just for news items but - ‘nf;.: Segawa debarked at San
also scan the financial advertise- prancisco and after completing
ments. You will often find an ob- hig yisit there will continue on to
portunity to render a service that y,s " Angeles, His itinerary in-
will be appreciated. There are clyqes visits with the leading fi-
dividend notzc;fsé ea‘citraddwzdendl nancial figures in Chicago, Bos-
payments, stock dividends, specia a
corporate announcements, as well ton and New York. He is sched
as bond-calls. Recently I mailed uled to arrive in New York on
a notice of a bond-call to a client Sept, 10 and is expected to be in
who had been inactive for several the 15,5, for a two-week period.
years. Before I sent it to him it!

Nippon Financial
Expert to Visit

occured to me that this was an Nomura Securities is Japan's
opportunity to renew a contact. leading brokerage and investment
I telephoned him and told him I fjyy, Headquartered in Tokyo,
was mailing him the list of called Noinura svabntalay over 100

bonds. He was very cordial and & X .
appr:ciated my intell,"est. If it had branch offices in Japan, Honolulu

not been for this finanicial an- and New York.
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- - NEWS

 BANKS AND BANKERS

~ operated under the title, “Ameri-

éansolidations o New Branches s Ne

w Ollicérs, etc. o Revised Capitalizations

Bernard J. Cassidy and John, J,
Mannion of the Chase Manhattan
Bank’s real estate and mortgage
loan department have been pro-
moted to Assistant Vice-President,
President David Rockefeller ‘an~
nounced today. They were former-
ly. Assistant Treasurers. }

In 'addition, Mr., Rockefeller
anncunced the appointment  of
seven new officers of the Bank.
They .are Robert P. Pronk-and
Frank E. Salerno, both made As-
sistant Treasurers in the . inter-
national . department; James C.
Rockett, named Assistant Treas-
urer in. the .central operations
group; and Robert B. Eustace, ap-
pecinted Corporate Trust Officer,
William F. Ring; Investment Offi-
cer, and Walter . V. Walsh, Jr,,
Personal Trust Officer, all in the
Trust . department. Richard L.
Hatcher .-was named Assistant
Manager of branches in Japan. -

& £ £ W ¢

James E. Kennedy and Warren W.
Swift have been elected Vice-
Precidents ~of Chemical Bank

New York Trust Company, New .

.Chemical Bank New York Trust
Company in 1959. He was named
Manager. of the Bank’s Trust &
Estate Administration Department
in 1947, an Assistant Trust Officer
"in 1951, a’'Trust Officer in 1955
and a Personal Trust Officer in
-1959. ; 1

* * £

The promotion of twao Assistant
“Vice-Presidents to Vice-Presiden-
“‘cies was announced by -the Irving
Trust Co., New. York. ' They are
Arthur R. Roy, Jr., who has been

with the Bank since 1954 and Clif--

ford: M. Svikhart,.who joined' the
Bank in 1952..Also announced was
the appointment .of the following
‘Assistant -Vice-Presidents: Robert
K. Geiger, Robert.P:. Hegeman,
Arthur F. Keller, " Edmund " P:.

E. Turner.
* * * E

William H. Moore, ‘Chairman’ of
Baukers- : Trust.- Company, New-
York,-has announeed the appoint-
ment - of Fred J. Leary; Jr. as
First Vice-President. .

Mr.- Leary :heads the . Bank’s
Western - Division, ' comprising -21

| of - the Wwestern “states; 7including.

| Hzwaii and " ‘Alaska. . He  joined’

Bankers Trust in 1945, was’elécted
Assistant” Treasurer in 1950, . As="

< solidation

+ Trust: Company.”
Krug, Allen R. Malcolm and John R L
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ture of $350,000 and will be -op-
erated under the title of “Valley
‘National' Bank.” Harold C. Adams
oft Appleton is correspondent for
the organizers. :

. The new Florida Bank will be

can ' National Bank of South
Pasadena.”  Its initial = capital
structure of $600,000 will consist
oi‘. $300£gg5c€0pital, $2%15,000‘sur- '
plus, an ,000 undivided profits. «1¢'s 5° tough fight with a short
Martin J. Roess of St. Petersburg, stick” is t}%e ex%ression used - by
correspondent for.the organizers, one of the Purchasing Executives
also is.proposed as Chairman of who comprise The Nationat Asso-
the Board of the new Bank,', - ciation of Purchasing Agents
< vl i ®or i : -..'Business .Survey Committee. He
«Comptroller - of" - the - Currency described the current ' business
James J. Saxon’ anhounced Aug. pieture as lackluster, low-profit
28 that he has approved the con- and highly competitive. Drifting,
) of - the - $47,500,000 stalled, stagnation on a high pla-
American Nationa] Bank of Rapid ’teau are the térms used by others.
City; Rapid City, Se. Dak., the The Summer doldrums and vaca-
$4,300,Q00 Western National Bank' tion shutdowns are used by some
of -Rapid  €ity, ‘and ‘the '$1,500,000 to: explain ‘thé present sluggish-
Rapid  City: Trust- Company. 'The ness.
three -.institutions will - operate ' -As expected, there is little or
;und.er\,the charter of the American ‘no change' in this month’s new
-National:‘and : -with *: the: “.title; ‘order-and production figures: 25%
‘American. National Bank :-and. ‘:the same as last.month—repori
o " a-“better new order situation and
b Yo RO Lo S, T : . 21% ‘report  worse. Only a 1%
John ‘F., Hallett-has been “élected change: is noted in the production
“Senior ~Vice-President “of  ‘Firsi figures:
National Bank in- 8. 'Louis; Mo.  New Orders
‘He "will continue'to 'serve as a \
.loan officer and will be the prin-.
cipal Eastern representative of the
Bank’s business:development
department. . X o et i
+ - Mr,:Hallett ‘joinéd the- staff of -
~First  National- in:-1949-.3s:. Vice~~
‘President after serving as Assists
“zat Viee-President and terriforial,
officer-of:the Cheniiéal Bank ‘and-

Same Worse

B4 a1
49 26

Better

Production ; )
51 23
vl 2%
“There 7s- little doubt that the
“eurrenf “expansion has at least
“temporarilystalted. The question

is.'when will the next trend de-

sistant Vice-President in 1952 artrd "Trisé Company of -New ‘Yerk: ' .
" 7.+l He joined.the staff of.the New:
- York Trust-Company -in: 1934 ‘and’ that when ‘those reporting better

Vice-President in 1953: ©.." | ¢

catd il B gl o B

“take. ‘Last month’s report noted

wvelop- and :which direction will ‘it

“Louis Curtis retired as a.general
:partner of Brown Brothers Harri-

g‘:’rﬁS?-.With that. Bank: until- 1947 new. order and production figures

'hen he: became a'territorial offi

-drepped - below ' those reporting

James E. Kennedy Warren W. Swift: .

York it was announced . Aug. 30
by Chairman -Harold H. Helm,
Both are with the Bank’s Per-
sonal . Trust . Department in the
- Fiduciary Division at 100 ‘Broad-
way. .~ Kennedy  heads ‘the
Bank’s Pension and Profit Sharing
séction and Mr. Swift its -Trust
Administration section. - . -

‘Mr. Kennedy joined the Ba’nk ¥

in-1940. He became an Assistant

‘man & Co.; New York and -becamé

‘a limited partneér. of that Tirm as -

‘of ‘Aug. 31.° L Nt
- Mr: Curtis has been a general
‘partner-of Brown'Harriman'& €o:
‘and its predecessor firm ef Brown
‘Brethers ‘& Co. since Jan¢'1, 1922,
‘He .became associated with Brown
‘Brothers & Co. in 1914 "~
j i 2TRE g et
~Donald R. Atkin has been named.
-Vice-President -and General Man-_
“.ager " of :Morgan- Guaranty ' Trust
"Company’s offices-in London, Eng;
it .was - announced by Henry C.
‘Alexander, Chairman of the Board.

Mr.- Atkin ‘has been .with. the

“bank . since: 1950. -He became a -

rfor the. Chemical Bank worse; we have gone into a reces-
g . < i >-sion within *3-to - 8 months. It
€harles D.: Lancaster, - has - been. should: Be'noted here that when

elected ‘a-director-of Metropolitan This  trossing ‘over occurs- on the -

“Bank’ of Jefferson. :Metairi¢, - La. ‘way down, a.saw tooth fluctuation
This new-Bank which began oper-. .appears:for ‘several months before
ations in mid-March: of.this year; a‘'strong. downtrend is apparent.
.capitalized at. $450,000. now has: Not so when they cross over on
‘total'assets of over $2,200,000,~ :* -the 'way ‘up‘as they did in March,
4 Lt e e g o o, e 0 091961 the break. is clean and defi-
"Grogan: Lord. has:taken" a: :
‘position -in’ the Texas State: Bank -been "the case in the post World
‘of ‘Austin; Texas;  through'the ré- ‘War’ II'expansions and recessions.
cent :purchase .of -a. 3,600 ‘share “Whether-history is repeating it

‘block of the Bank’s common stock. ‘self, time will tell. b ¥

Combined - with ~ Lord’s previous - Commodity Pri
holdings, :this  represents .about . ¢ 2DTAMAeiRy* L ilees
‘10%. equity' in- the: Bank: : <~ » It is.no longer newsworthy to

major :nite -and- continues ‘up. This ‘has :

Trust. Officer in 1954, a -Trust
Officer 'in 1957, -and “a pension
Trust Officer in 1959, . .

.Following - his" graduation from
Williams College  in - 1928, Mr.

Vice - President in -1960 shortly - The stock was purchased from
after being assigned to. Morgan TOI\I/III Joseph, the retiring President,

Guaranty’s London offices.
P g * * A .

t

‘The - Roosevelt -Savings B'ank',

r. Lord 'is' a Director “in.the
-Capital ‘National Bank in ‘Austin,
Texas, . iy g iy e 3 gy
=it . # . E IR

~-comment-on the uncommon period
-.of priee stability which has char-
acterized the economic scene for'

‘the-past . two years or more, Each
-month during this period, 70% to
87% ~of ‘our -members ‘have Te-

Swift was employed by The New. :Brocklyn, N. Y. announced the. /The - First -National . Bank = of -POTied “no change’” As'a niatler

York Trust Company, New York
in 1928 which ‘was merged into

f NOTICE OF NAMES OF PERSONS

:promotion . of - Mr,. ‘William _J.
-Kubat from Vice-President _to.
Vice-President and Comptroller
and Mr. Harold V. Sturm to the
.position of ‘Assistant Comptroller. *

:Arizena;
;nounced
been named Assistant Vice-Presi-
dent and loan officer at the Bank’s

Phoenix,, ‘Ariz: has' an=
that -John M. Smith has ..

-of -further review, it may" be re-
called’ that upward pressures be-
gan to develop with the recovery
in early 1861 and increased mod-
~estly until “March, 1962: ‘At that

Current Expansion Found
To Be Stalled Temporarily

National Purchasing Agents Association’s survey through August
detects little change in new order and protestion data compared to
: the prior July month,

While this condition has tended
to calm inflation fears, it also re- .
flects the squeeze business man-
agement is experiencing with
other costs pushing relentlessly
upward.

Purchase Materials Inventories

The: inventory liquidation noted
since June continues ‘this month °
at about the. same. pace as. July.
Only 15% report higher levels-in
August, while 31% report lower -
stoeks. It - is-interesting {o :note
that the curves on this chart in
1962 are almost identical in direc~
tion and order/ of magnitude as
those in 1959, -
Employment

‘As expected,. this normally: lag- -
ging -indicator has turned down =

and a small cutback in-employ-_ ./
ment -has  occurred;  20% note

.lower levels up from-16% in - July; -

and 16% report higher, . down

< from'24 % last month. This is the

first time since March, ‘1961 (the
bottom ‘of the last recession) that
those reporting lower employment
figures -have outnumbered those
reporting higher. - s ;
Buying: Poliy
In December, 11961 and April, =~
1962, we asked  our :members to
compare their. anticipated 1962
capital expenditures to 1$61. In .
an, effort. to. gauge.the effect of
the. iew depreciation guidelines,
we have asked the same question
this month, =~ it :
A comparison of the results ap-
pears below:

August, 1962 .
April, 38 40 22
December, 1961 41 .36 23

It can readily ‘be seen that the
new. regulations, though -happily
received, are having little effect
on capital plans as-far as this year
is eoncerned.
- When asked about their plans
for 1963 versus 1962, 44% fore-
casted greater spending, 28% the
same and 28% less. Whether this
reflects all the improvement that
might have been expected, in view
of the new guidelines, may be a
matter for debate. It seems: safe
to conclude that something more
than faster ‘write-off is' needed to
create " the incentive for a pro-
nounced - increase in. capital. in- -
vestment.

Forward commitments on

Greater Same Less

31 45 .24

cap-

-ital “expenditures lengthened in

First Phoenix Office. Glen-' D.

APPEARING AS OWNERS OF CERTAIN Jones replaces Mr. Smith as Man-

£ %% . point, 23% reported prices “up.” August, perhaps lending some

UNCLAIMED- PROPERTY -

held by -

THE ROYAL BANK OF CANADA -burg, -Harrisburg,  ‘Pa.; : into  ‘the -named- Manager of .the : Indian

-'--Citizens Trust Company of Harris- Richard : W. ‘Peterson - has been

- 1$130,400,000. National Bank ~and ‘School & 24th Street Office, "

"The merger of the $7,300',000 ‘ager. of .the- Park' Central Office- Here the bubble developed leaks,

and by August we find oaly 3%
reporting higher prices —-a low
. mark not-touched since Fekruary.

.68 William Street - -
‘New York 5, N. Y. .

“, .The persons-whose names and last known
dddresses. are set forth below appear from
the records of the above-namad banking
organization to be entitled to unclaimed
prorerty in amounts of -twenty-five dollars
or more. £ 3

AMOUNTS DUE-ON DEPOCSITS

Ballantyne, Mr. W. T. W., ¢/o C. R. Little,
%g:dependencia 766,.Buenos - Aires, . Argen~
tina.

Craig, Mr. David P,, c/o Creole Petroleum
Corp., P.O. Box 889, Caracas, Venezuela.

Kannee; Mrs. Pauline, Apartado 234, Mara-
caibo, Venezuela, ) 4 ¥

A report of unclaimed property has been
made to the State Comptroller pursuant
to Section 301 of the Abandoned Property
Law. A list of the names contained in such
notice is on file -and. open ito public-inspec-
tion at the office of the bank, located at
68 William Street, in the City of New York,
New York, where such abandoned property
is payakle. :

Such abandoned property will be paid on
or, before - October 31st next to . persons
establishing to its satisfaction: their right
to_receive the same.

In the succeeding November, and on-.or
before” the ‘tenth day thereof, such un-
claimed property -will . be paid to -Arthur
Levitt, the State Comptroller; and t.shall
- therzupon -cease. to: be liable therefor.

“"Truzt Company ‘of Central: Penn-. -
- sylvania, York, Pa.; was approved

‘Aug. 28 effective on or after Aug.
:31,,1962. i

* *

‘Approval - of the-merger of .the

*

- .~Conestoga Natienal Bank of Lan- San. -Franoiseo; -Calif. opened its
.seaster,. Lancaster, . Pa.; . and .the,seeond . Sacramento, Calif. -office

‘Lititz - -Springs ‘National - Bank;
JLititz, Pa., was announced Aug. 28
by Comptroller - of the Currency
James J. Saxon, Conestoga
«National - will . be the -surviving
‘institution. i
/ Ed

* *

Comptroller- of - the .Currency,
- James -J. Saxon :announeed ‘Aug.’
-28.that he has issued.preliminary
‘approval to' organize two ‘new
‘National Banks—one in-Appleton,
' Wis, and the other in South Pasa-
‘dena, Fla.; a-suburb of St: Peters-
burg. ’ .

The . proposed : Appleton’ Bank.

_ _will have an initial capital struc-'

In-the Home Offi¢e Trust-Dept., 1954;. 11 % ;report lowei prices,
David R.-.Dove and Mark. A. @ :
Larkin have been promoted to . . S
.A§szstant Tl;ust ,*(?fflf_ers. o eiar August"d . t '.1
E Jo - i oo production materials___

/The -Bank - of° Califernia, N." A,, = - MRO -supplies ; :

Capital expenditures._

-on ‘Aug. 31, at 2650 Watt Avenue. ' ‘Production materials___ -
' The -new " office -is: uvder- the - 4
menagement of Henry H. Stein- - . Capital expenditures___
‘metz, - Jr. - Assistant. Cashier. -is-. - G .
‘Houston White. - L Speeifie Commeodity Changes

. & % Reports of speciifc higher and

Frederick - Greenwood, - r e t i r-e d.-lower prices are at a standoff this

Vice-President, and ‘Manager >of menth, with an equal number of
~The Bank of California’s Portland, items’ “up” “and - “down.” It is
:Oregon office; died Aug: -28.: He: somewhat -ironic to observe  the
was 73, - . .o

Mr. Greenwood, joined The Bank and to recall that it was the last
of ‘California in-1925.as Assistant item to be carried in our. listing

‘Manager “of ‘the - Portland office. of : short-supply.-.commodities six--

“He became’Manager ‘in "1936 and  teen months ago. It had occupied
‘was advanced to - Vice-Preésident - that-category for most.of the pre-
‘and Manager in 1947, a position he -vious  year.-- : ‘
held- until his retirement’ in- 1954. " - On the up side are: Steel scrap,

Hand to
Mouth 30 Days 60 Days

15

. -weakness . in . phthalic anhydride *

substance to hopes for increased
‘investment next year, but  our
readers are again cautioned to be
‘wary of random fluctuations on a

;month-to-month basis.

Per Cent Reporting———————
6 Mos.
to 1 Yr,

90 Days
11
5
23

40
41
3

© 34 : 3
Qe e QR 3 2
6 1% 24 38
silver ‘and silver salts, valves, -
and sugar. ?

On the down side are: Tin, fuel
oil, multiwall bags, and phthalic
anhydride.

In short supply: None.

Harris, Upham Adds

(Special to THE FINANCIAL Cukomcmfl,
LOS ANGELES.: Calif.—Ralph E. .
Zimmermann has been added to

36
25
14

38

g
46

17

-the staff of Harris, Upham &.Co.,
523 West Sixth St. He was previ-
ously with Hayden, Stone & Co. _
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Wharton School Fund Study
~ Feature Cited by Authors

lewin Friend, submitting study of Mutual Funds h. s:c', on_hehalf
of Wharton School's Research Unit, cites its analysis of currently
crueial questions as growth, organization and control, invesiment

pelicy, and performance of the apen-end funds, their impact on ‘the
seeurities markets, and relationships with advisers and un_derwriters.

i

The - Securities Unit of the
Wharton Sehool ‘of Finance' .
and Commerce of the Univer=
sity of Pennsylvania, delivered -
to the SEC its completed

«Study of Mutual Funds’— " i

with - the -following letter of -
“transmittal, over the signature;
" of Irwin Friend, Professor of -
Economics and Finance at.the '
University of Pennsylvaniu. ~

We afe tran&mitﬁng.herewith a

study' of open - end investment’

companies, or mutual funds, made
by ..the. Securities
! ;o of «the ‘Whar-

ton School of

the University
of- Pennsyl-
vania at the
request 'of ‘the
Securities and
Exchange
.Commission.]

The; report,

entitled “A
. Study of Mu=
tual Funds,”
" analyzes the
; -growth, . or-
‘ganization and control, investment

" Irwin Friend

policy, and pétforance’of Hutual,

funds; “their impact on securities
matkets; the extent -of’'their ‘con-
trol of portfolio companies; and
the f.nancial and other relation-
ships of mutual funds with invest-
inent advisers' and principal un-
derwriters. The report opens with
a chapter entitled “Summary and
‘Conclusions,” which is followed by
seven: chapters containing detailed
findings with ‘respect to the fore-
going matters.2 SR s

The  study represents- the first
‘extensive description and anaiysis
‘of the growth of the mutual fund
‘industry  to’ its present important
‘position ‘in’ the financial ‘structure
of the eountry since the Commis=-

~ sion’s Report on Investment Trusts

and Investment Companies (1939~
'1942).3° The present study was
.undertaken - pursuant to Section
-14(b) of the Investment Company
‘Act of 1940, which authorizes ine

‘Commissien “to: make a study and-

investigation' of the effects of size
-on the investment peliey of in-

‘vestment companies and on. seeu- -

rity markets, on eoncentration of

. control of wealth and- inausiry,
and. on companies. in. which' in=:

vestment companies are interest-
ed, and from time to time to re-
port the results of its studies and

. jinvestigations. and-its recommen-

.datiens-to the Cengress. .

A preliminary :draft of the
‘Wharton School report was furn-

tished..to- the- Institutional- Studies .

-Committee " . of ' the ' Investment
Company Institute. Thereafter,
members of the committee sub-
mitted,’ both' in writing .and at a
number of eonferences, extensive
-comments and suggestions on the

1The study was conducted by Dr,

Irwin Friend, Professer of Economics and-
. sFinance; Dr. F.

E: Brown, -Assistant Pro-
fessor of Statistics; Dr. Edward S. Her-
Jman, Asseociate Professor of Finance, aund
Dr. Dcuglas Vickers, Associate Professcr
of Finance. ke
. 2The most significant gap in this re-
_port is. the omission ‘of an analysis .of
-selling ' practices” and purchaser-motiva-
‘tion. This will be filled by inquiries now
under way. . p
. .3 That report, however, covered a pe-
‘riod - when mutual funds ‘were of ‘much
-smaller  size. At June 30, 1941, there
were registered with the Cemmission,
‘under - the -Investment' Cempany “Act of
11940, some- 14} - open-end investment
companies having net assets aggregating
an estimated $448 million. By Dec. 3%,
1961, the number of open-end investment
companyy, registrants "had " increased to
-344, and their aggregate met assets .had
grown to an estimated $24.4. billion.
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*'industry appear to be those which

Research. Unit -

~Finance and:
Commerce  of

during the first year). -It may be

held to maturity - the effective
sales charge is greater than 'the
nominal “rate, . since” the - sales
charge  is cencentrated 'in - the

, the shareholder’s'equity builds up
most rapidly in the later years, -
With “respect to the performs
ance ~of mutual ' funds; it was
. found . that on' the average, it did
- not differ appreciably from ‘what
would-have been . achieved by: an
ALL;, . ; 5. unmanaged portfolio congisting of
ed in the vre‘por/t.4 Membgrs, of the same: proportions of common
the ‘Commission's: statr aiso .34 stocks, preferred: stocks, corporate
tended these conferénces. : » §

draft, some of which ‘are reflect-

half worse; than. such an unman-~
aged portiolio. While.it‘might be
.expected- that investors would-be
willing to pay higher prices in the
form.of management: fe€s or sales
. charges for' these: funds" with the
‘better: performance--records; ~no
. relationship  was  found rbetween
© performance -ahd ‘the ~amount ' of
the maragement fee or the amount
of the sales charge, It follows; on
the-basis of this evidence, that-in=
vestors . eannot 'assume  that :the
‘existence of a higher:management
fee-or.a higher sales charge-im-

and that the more important cur-
rent problems in the mutual fund

involve potential conflicts of in-
terest betwéen fund management
and shareholders, the possible’ ab=

investment ‘advisers, and. the im-
pact of “fund - growth’ and stock
purchases on stock prices, - These
problems_were - found - to..be un-
related to  company- sizg, except
to the extenl’fl tk;; questrogst'axéisq’
coneerning the allocation betweéen. 1 7iac. ; T
fund shareholders and Investint P ey superlorpertorinee: by: the
advisers of the benefits resulting v . . ; s i ‘
¥ . ; i With' respect. ‘to. turnover. of
from large-scale _opgratlo.ng._Many. bortfolio'secrl)lritiés, tarnover rates
of. these 'pioblems, . particularly : A
those relating to the divorcement
of ownership from control ang: to
the market, significance of a'rela-
tively small number: of large or=
ganizations, are ' not: unigue’ to
mutual  funds but .characterize
other financial and non-=financial
institutions as well, ; :
" Frequently cited reasons for the
purchase of  mutual, fund. shares
are the availability of expert in=
vestment adviece, diversification:
of portfolio risks, convenience'o‘f,
security management, and econy{
omy . of bookkeeping “activities,
with the first' two of parti¢ular
importance. . Mufual funds, unlike
most other finafcial 'ingtitutiong,
tend - to ~ specialize in ' common
stock . investment, -and, as com-
pared with the alternative of di=

lated te: size'.of ‘fund,:with the
-smallest  funds ' genérally ~having
the highest turnover ratesthrough-
out ‘the . period 'and “the largest
funds ' the lowest turnover rates.
The..turnover. rate: for the stock
holdings of alli funds .combined
was " higher {than: the comparable
rate on the New York Stock Ex~
“change for all stocks listed in that
market, . . Substantially  the.same
relationship was found to exist for
all 'size ‘groups of funds’ except
the 'largest; in' the < latter cate-
gory -ther equity. turnover . ‘rates
were: found-.to“be consistently
lower than «thosé . of *thé *stock's
listed on‘the New'York Stock Ex-
CORAnge; =it dh. i g e e b,
“In ‘régard to 'the  investment

rect purchases of stock by people - policies: -of' ‘mutual funds; some -

with surplus: funds, they provide 93.5% of the assets owned by the
a relativgly easy means of diver- furids on‘Sept. 30,1958, was held
sifying: risk which'may be “par- in . corperate --sécurities,- - with
ticularly ‘useful to small"inves: United Stafes corporate issues ac-
tors, From the standpoint’ of the counting for. 88%. At -the ‘same
‘economyas a whole, this diversi- time, and at each-of several earl-
fication of risk and widespréad . er. dates, approximately 75%' of
acceptarice.of the ‘associated indi= the-total:net. assets ‘of “the funds
rect investiient in-common: stoeck Wwas”held in “United States: com-
tends to lower the cost 'of ‘equity mon stocks; the remaining assets
eapital and stimulate’ more risky were. found ‘to be spread- fairly
undertakings, with a higher aver= ‘evenly: among" Urited-States' cor-
age ‘rate of-return’ than’ would porate bonds,- United States cox-
-probably : otherwise “be - realized porate preferreds, foreign-securi=
for a 'given total investment. = : -ties, rimcll net .llqutlddaisets-; The
g ‘the 'vi oint of ‘a small. TéPOrt also presents data concern-
investot who. can’ 1l aiford Jarge D the Yelative proportions of in2
BenCrrment ot 5 Comoatabls ‘ger stocks Beld by the funds, and the
‘greé of diversification’ by ~diréct T,.’fml‘." ketts in which the fuﬁgs p‘qr,;‘-
‘purehase might involvé aéquisi- f0li0 transactions "have: been'ef-
‘tion - costs in exceéss of .the-'8%.
‘sales charge typically imposed” by
the“funds.® “And. thistviu')uldd un=
doubtedly be so. if-he turned-over PSEIO% €O A ES e b
his . portfolio  fairly rapidly. - In. O Sept. 30, 1936, the: fuids’ hold-
&ddition, further-costs’ or.‘at:least: 118S oL ~United. States : commot
inconvenience: would. be . in- SLOCKS were, equal- to. approxi-
‘curred as a result.of such an in- Mately 372 % of the value of all
vestor's, bookkeeping problems, Stocks: listed n, the ‘New York
On the other hand, if an indivi- Stock Exchangef = ...°
dual i-n-v-e-s-t-or were 'fo hold

Jmportance ‘of  over - the = counter

. “In" an-analysis ~o{ hgie tim}r{)ack‘of

ortfolie ‘securities: for -long-térm - mutual: funds:enthe ‘stock- mar-
?nvestment, or if he bought securi- ket, it ‘was ‘concluded - that: the
.ties in'sizable lots, his costs would .8rowth -in'. the: funds’- net - pur-
‘be lowet. For purchasers of front- .chases.of  common -stock, whieh
end load coniractual plans, only accompanied-the:great expansion
‘Yimited returns ‘can “usually’ be .0f the mutual fund: industrv; has
‘realized “unless’' such ' plans:: are- probably contributed’ significant~

held for *substantial periods: of 1y to the incredse in’stock’ prices

-time.- When such plans are -dis- .over the past‘_decade: 'Howeve_r;
continued during the first. two mutual funds are-only cne of a
years of their lifé, the deduetions “number- of factors:eontributing te

early years of ‘the plan whereas .

fected; showing an increase in thé .

of - stock ' issues, . ‘including. . the

noted that even if such plans are- greater ‘attention - paid ‘te_ infla=

“tionary tendencies, growth poten=
" tialities," eapital - gains, -and 'the
absence of major cyclical  insta-
bikity.

There is:somé but not strong
: evidence that inet - purchases by
mutual -funds. significantly. affect
the : month-to-month - movements
in :the stock-market-as a ‘whole;
and: there- is stronger 'evidéenee
that: fund. net. purchases -gignifi«<

cantly affect the:daily. movements-
in the -stock inarket, The statisti--

cal data.suggest that this’latter

effect may. be fairly substantial.’

In.connection with the stabilizing

- -or destabilizing effects of -mutual

funds ‘on .the stock market, the
-funds'.showed 'some. tendency to
trade with rather than against the
‘trend -in  cyclical movements “of
« stock prices; and this destabilizing
‘tenidency seerned-to reflect discre-
* tionary-. action - rather . than -the
~automatic "~ channeling * into * the
‘market- of 'net inflow “of money
- from . shareholders.
points, the discretionary action of
sthe ‘funds—except-perhaps for thé
largest’ funds = tended ‘to stabi-
+lize -at .thelows and‘ destabilize
-at. the highs. ..~ , ol

’“In"connection’ with ‘an “analysis-

s of fund -activity in‘ 30" individual
securities” - which -’ were = mutual

" fund. portfolio . favorites, the fands

showed a definite tendeney to buy
-on “balance " in’ ‘the 'two months

1 were“found to bé irversely re-“prior to cyclical upswings in the

prices:of ‘such stocks, and te sell
on balance . (or: to. have weaker
purchase - balances) -in' the twe
months prior- to eyclical - down=-
swings: This lends some support
to the hypothesis that fund aetivity
may have been partially ‘respon-
- sible for (and may have partially
forecast) the major market move-
‘ments in these' issues, Mutual
funds as a-wholé may: {0 “sdme
extent have the ability ‘to fulfill
their own'market predictions, and
in . particular, - to: validate - their
~own appraisal of individual issues.
~There was more. evidenee .of ; de~

- stabilizing -behavior . by mutual’

funds in individual issues than in
the market as a whole, particu-
larly  within:market declines,: .

pany -control,despite. the  growth
- of large holdings. of mutual funds,
outright control of ‘portfolio ecom-
panies. by -these organizations ' is
a rarity and is confined mainly to
small portfolio: companies. Mutual
funds . with: ' large ‘holdings exer-
“cisé -varying degrees: of influence
‘over . portfolio: companies, - but
neither the rextent ‘nor .character
of ‘theiy influence ‘appears ‘to' be
‘such” a8 to “warrant. serious 'con-
cern, - These funds have generally
- evidenced approval or disapproval
“of portfolio. company management
and - policies by buying or selling
portfolioc"company securities,

vestments .in ‘listed -and.-unlisted' rather'-than’ by . attempting  to
< sponsor. - or - participate in° move~-

ments -for management: reorgani-
zation. . & v e

In an’ gnalysis of the relation-
ships between investment advisers

Issués .and transactions. over: thé -and. mutual funds;. it-'was ‘found
" period covered. It was found. that” that " “the . ‘effective *. fee . rates

‘charged the funds tend to eluster
“heavily about ‘the” traditional rate
‘of ‘one-half of 1% per annum 'of
‘average net assets,” with ‘approxi-
mately half of the investment ad-

-.'visers charging exactly this rate.

"This 'cencentration ' around’ the
‘one-half of :1%: level occurs, more
“or less'irrespective ‘0f the size of
a-fund’s.assets managed by an in-
vestment “adviser, although oper-
-ating -expenses. ‘of .the adviser
~were found- to be generally lower

and alse-lower per dollar of assets

assets "increased. 'When: the- advi-
sory feés were measured  against

for.sales eharges may exceed 30% - the rise.in"stock prices and. price= ‘the investment income of the mu-

-of the total investment made (and €arnings ratios. — with ‘corporate

may exceed 50% if discontinued pension funds,: other institutions,

‘tual ‘funds; the median perecent of
such ‘income paid eut in advisory

-~ “and individuals playing a“major’ fees in-fiscal 1960-61, by a.rep-

"“4 A preliminary draft of the repert was
‘also furnished to a'committee of the Na-
tional Association ‘of Securities Dealers,
Inc . 2 9
" 5 The 8% sales charge can,  of course,
:?e ;vnided by. investment in a no-load
und,

role; and a number ‘of:other post-
"World : War .11 developments . af-

.- 8 The c;:rresponding figure was over
4% % as of Dec. 31, 1961.

fecting the.demand for and supply -

~resentative group of mutual funds
was.16.3%. oy : .
. For - comparable . asset levels,
_advisory fee rateg charged mutual
funds tend to be substantially

At “turning:

With: respect to . portfolio com--

;per-doHar’- of "income  received,

‘managed,-as the size’ of a fuqd’s

(1023) 19

higher than those charged by the
same-advisers to the aggregate of
‘their clients' other tnan 1invest-

‘ment companies: Nevertheless, it

was found that the expenses in-
volved in advising mutual funds
were less than those incurred in
advising other clients.  Advisory
fee ‘rates. of mutual funds alsa
tend to exceed- substantially” tha
effective. . management " costs ' of
mutual funds which do not-retain -
investment" . advisers.,.” Advisory:,
rates' to mutual funds.were:found
to ‘be- less, flexible in relation to
size of- assets .managed than rates . -
charged other clients; they were
also less flexible than the effec-
tive management tosts of mutual
funds without advisers. = .~
", These findings suggest that the
special . 'structural- charaeteristics
of the mutual fund industry, wita
an external. adviser closely af-
filiated ‘'with the management of
the mutual fund, tend to weaken
the bargaining position of the
fund' in the ‘establishment of ad-
visery: fee 'rates. = Other clients
ave effective alternatives, and
the rates charged them are more
clearly influenced by’ the force
of competition. Individual -mutuak
fund ‘shareholders: do not - pay
higher management fee rates than
they -weuld ‘incur -through other
institutional : investment channelg
(which, however, normally do not
invelve a substantial sales
eharge). Nevertheless, they do not
generally benefit from the lower
charges that the volume of their
pooled Tresources might be exs:
pected to make |possible, Mutual
funds without advisers were found*
to have relatively-Jower and more
flexible ' advisory ‘costs—a situa«
tion which may be attributable; at
least in part, to conventional limi-<

“tdtions on ‘salary incomes.(ag op-

posed . -to payments . to .external
organizations). . T ST
-* 'The sale of mutual fund shares
has' been the principal means' of
expanding - the :volume of assets
managed, and such increases auto-
matically produce increases in the
dollar- amounts - of management
fees (with four out of five advis«
ers _charging flat-management fee
rates). and more brokerage busi-
ness to distri.buFe.‘ -The report
raises the cquestion: whether there
may-be a conflict' of interest be-
tween a mutual fund’s sharehold=
ers and the fund’s investment ad+
viser as' regards the-effort 'that
should be devoted 'to" seiling
shares. While the.benefits to the
adviser. of more or less indefinite
growth by intensive sales of mu-
tual fund shares are fairly obvi-
ous, the benefits to a fund’s share-
holders . from ' such indefinite
growth are not equally apparent
where the .management fee rate
is not scaled down with increases
in the size. of the fund. ' In this
connection, it ' may be noted-that
there is =2 significant positive cor=
relation -between. the size' of the
sales charge and the rate of inflow
of néw money' into the individual
funds. . 2%

- . The. disposition , of ~brokerage -
business. by mutual funds is alse
a source .of possible:conflict of
interest between controling man- -
agement. groups and fund shares
holders, -particularly - where = the
controlling management group is
affiliated with a broker. Valuable
services can be obtained in return
for. ‘awarding brokerage, .. and
when the brokerage is absorbed

by the: .contrelling :management

.group, -the - fund’s shareholders
may receive no quid pro quo in:
return.. . . :

.. It was also found that the sale
of mutual fund shares by broker-
dealers'is the most -important’ fac-
tor-influencing the brokerage al-.
locations of the numerous mutual

-fund groups' selling their shares

Ain volume through indevendent
dealers: These mutual fund groups
frequently engage in. so- called
give - up transactions, in which
executing brokers are instruc~fed
to pay to other brokers a portion
of their brokerage commission,
Give-ups are more extensively

Continued on page 22
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- Emphasizin g the Unfinished

Business of Economic Policy

Continued from page 3
averaged 6.0% for the five-year
period.

‘Nor has the plant and equip-
ment capacity of American indus-
try been fully utilized. According
to one widely used measure, man-
ufacturing operating rates in the
past five years have averaged s.x
percentage points lower in relation
to capacity than in the previosus
decade and have consistently re-
mained well below the peak effi-
ciency rates preferred by busi-
Hessmen. After dropping to 77%
at the beginning of 1961, the aver-
age operating rate rose to an esti-
pfated 87% in the second quarter
of 1962, still several points short
of preferred levels.

Our ' capacity to produce has
continued to expand since mid-
1955 by ‘roughly 3% % per year,
reflecting (1) a growing labor
force, and (2) higher productivity
stemming from improved and ex-
panded  equipment and plant,
greater skill of workers and man-
agement, and technological inno-
vations. But our actual production
has grown less rapidly: at an an-
nual rate of 2.7% from mid-1955
to date. Actual Gross National
Product has not kept pace with
the economy’s potential: begin-
ning with 1958, unused potential
output has amounted annually to
an estimated $25 to $50 billion
(1961 prices). The gap between
potential and actual output has
narrowed from over $50 billion
early in 1961 to roughly $30 bil-

only $6.4 billion in the first quar-
ter and $7.0 billion in the second.
Avart from statistical adjustments
resulting from the revision of 1961
data, actual GNP in the second
quarter, at $552 billion, ran at

least $10 billion below projections.”

The disappointing outcome is
virtually ‘all traceable to invest-
ment in plant and equipment and
inventories. In relation to income,
consumer buying has held up re-
latively well; housing is now close
to its predicted flight path after
an erratic dip in the first quarter,
exports are slightly above expec-
tations; - and government pur-
chases have behaved about as ex-
pected.

Although business fixed invest-
ment began to rise more promptly
in this expansion than in earlier
recoveries, its performance since
the turn of the year has been dis-
appointing.” As against an ex-
pected increase of roughly 14% in
1962 over 1961, it now appears
that the gain for the year will be
closer to 8%. -

Profits Squeeze

This weakness of investment
has sometime been attributed to a
“profits squeeze.” In fact, corpo-
rate profits have increased, as al-
ready noted, by one-fourth over
the period since the first quarter
of 1961, although in the aggregate
further profit gains do not appear
to have been made so far in 1962.
In the logic of our private enter-
prise system an adequate level of

lion today. But idle resources profits is essential to economic

have continued to be the nation’s
_ outstanding extravagance and in
‘efficiency. ) ;

It is important to improve this
record of recent years. Our lead-
ership of the free world, the op-
portunities for our youth, the se-
curity of our aged, the mobility
. of our surplus farm population,
- the prospects for meeting growing
public needs, the rejuvenation of
our chronically-depressed regions,
the capacity of our economy to
adapt smoothly to the expansion
of, our international trade—all of
these are linked to the goal of
maximum employment. As Presi-
dent Kennedy said in his Eco-
nomic Report for 1962:

“A full employment economy
provides' opportunities for useful
and satisfying work. It rewards
enterprise with profit. It gener-
ates saving for the future and
transforms it into productive in-
vestment. It opens doors for the
unskilled and underprivileged
and closes them against want and
frustration. The conquest of un-
employment is not the sole‘énd of
economic policy, but it is surely
an indispensable beginning.”

Developments in the First Half

: of 1962

At the end of 1961, the rise of
GNP in three: quarters of recov-
ery had exceeded the upswing
from the low point of GNP in the
comparable periods of the preced-
ing two recoveries. While certain
factors were weaker than in 1954~
55 and 1958-59, others were
stronger, leading to an expecta-
tion that the economy would con-
tinue upward at a relatively
strong pace in 1962,

Nevertheless. on ‘the hagi~ af
past experience, the growth dur-
ing 1962 was projected to be more
modest than in the recovery quar-
ters of 1961. The shift from in-
‘ventory liquidation to restocking
that follows a recession normally
yields large gains in the early
stages of recovery. Some slow-
down in the rate of advance must
be expected as the expansion con-

" tinues. But the change of pace
was charper than anticinated—in
the three quarters of recovery in
1981 GNP advanced at an annual
rate of .nearly $13 biillion per
quarter; its increases in 1962 were

progress. Profits should be higher
than they are today, and they will
be. higher: ‘when our productive
capacity is more fully utilized. It
can be estimated that if the econ-
omy were operating at a 4% un-
employment level, corporate prof-
its after taxes would be'a healthy
$30 billion—compared to a $25.6
billion annual rate in the first
quarter of 1962.

Corporate profits after taxes
reached a peak of $22.8 billion in
the inflationary year of 1950, a
peak which they did not surpass
until 1955, and which even today
they surpass by only a modest
margin despite the considerable
growth in corporate sales and in
the total investment in corporate
assets since 1950.

Still, we cannot look at corpo-
rate profits in isolation. Since
1950, corporate depreciation and
other capital consumption allow-
ances have risen from $9.4 billion
in 1950 to $28.7 billion (annual
rate) in the first quarter of 1962.
Together, corporate profits after
taxes plus corporate capital con-
sumption allowances—often called
‘“corporate cash flow”—have risen
from $32.2 billion in 1950 to $54.3
billion in the first quarter of 1962.

A comparison of business fixed
investment with corporate cash
flow can enly be approximate
since noncorporate investment is
included in the investment fig-
ures, but it gives some indication
of business attitudes toward in-
vestment in relation to the flow
of depreciation and after - tax
profits. Most of the time from
1951 to 1957, business fixed in-
vestment exceeded corporate cash
flow; since mid-1958 the reverse
has been true continuously, and
the distance has widened in the
current expansion:‘cash flow has
grown about $7 billion (annual
rate) above the $47 billion level
of the first quarter of 1961; busi-
ness fixed investment has mean-
while advanced $5.4 billion from
its $44.7 billion rate in the trough
quarter, Although investment for
modernization and cost-cutting is
rising moderately — and surveys
suggest that about 70% of plant
and equipment investment is for
these purposes—the gains in prof-
its during 1961 did ‘not generate
enthusiasm for a major expansion

-government
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of plant and equipment. The over-
all willingness of business firms
to invest has not kept pace with
their over-all abglity to invest out
of internal funds.* 2

Inventory-Sales Ratio Decline
Inventory investment in the

.second quarter is estimated at the

relatively low annual rate of $3.4
pillion. The working down of steel
inventories was a factor in recent
months, but even apart from steel,
the general pattern of inventories
reflects a cautious policy by busi-
ness firms. Inventories were
growing less rapidly than sales
through most of 1961 and into the
spring of 1962, Inventory - sales
ratios which were declining from
levels already relatively low by
past standards’ would typically
have heralded a speed-up in in-
ventory accumulation, but this has
not occurred in 1962.

Business conservatism toward
capital goods and inventories ap-
pears to be grounded in the expe-
rience of the past five years. The
American economy since 1957 has
had continuously slack labor mar-
kets, buyers’ markets for mate-
rials, and persistent excess capac-
ity. It has proved difficult for
businessmen  to work up much
enthusiasm for buying or build-
ing ahead of minimal needs with
that history still fresh in their
memories. The nation’s business-
men have had their share of dis-
appointments in the. past five
years. They saw markets contract
in 1957 just as they were adding
new plant capacity and new labor
to meet expected growth in de-
mand. ~ Much of the expanded
capacity had to remain on the
sidelines when the 1958-60 exvan-
sion fell short of full use of the
nation’s great productive strength.
To be caught long on capital and
labor and short on markets tends
to breed caution the next time
around. : :

We do not have the stimulus of
large backlogs of demand that
marked the early postwar years.
We do not have—and do not want
—the stimulus to buying that in-
flationary expectations can pro-
vide, Against this background, it
is difficult for private demand to
carry the economy to full employ-
ment under existing tax rates.

Federal Tax Drain During
Recovery

During a period of recovery, an
appreciable share of the growth
in business and personal incomes
is drained off into Federal taxes.
This tends to hamper the growth
in both consumer and producer
demand upon which continued
expansion depends. During the
five quarters of the current ex-
pansion, Federal taxes (net of
transfers) have taken $12 billion
of the $51 billion increase in totlal
incomes, but Federal purchases
have taken only $7 billion of the
$51 billion increase in total out-
put. The difference between the
$12 billion of added taxes (net of
transfers) and the $7 billion of
added purchases is a measure of
the drag on the recovery exer-
cised by the Federal budget. If tax
receipts had grown less rapidly,
or expenditures more rapidly,
total demand would have grown
faster, and the expansion of out-
put and income would have been
greater. The automatic stabiliz-
ing effects of the Federal budget,
which help to cushion a recession,
also tend to retard a recovery.

If the economy were at full em-
ployment today, we estimate that
total income and total output
would be about $30 billion higher
than at present. But Federal tax
receipts would be about $9 billion
above present levels, and private
saving would be $5 or $6 billion
higher than today. Thus, taxes
and savings would be drawing $14
or $15 billion from the economy,
which would have to be offset by
additional investment and gov-
ernment expenditures for full em-

ployment to be maintained. This -

means that, at present levels of
expenditure, - our

present tax system bars the way
to full employment unless we are
able to raise private investment
about $14 or $15 billion above
present levels.

Prospects for the Months Ahead

The most recent evidence on
economic activity, though mixed,
offers. cause for concern. After a
slow start in January - February,
and then a brisk pick-up in Marech
and April, the 1962 economic ex~
pansion  slackened in May and
June. Those measures of over-all

activity: which primarily reflect .,

the. results or the execution of
past decisions to hire, buy, and
produce—e.g., the over-all meas-
ures of income, employment, pro-
duction, and construction — kept
setting new records almost every
month, ‘
However, as previously indi-
cated, the pace of advance was
not satisfactory. And any ap-
praisal of the outlook must also
recognize the recent softness of
many indicators. which record
current decisions and which point
toward future economic decisions.
For. example, the movements of
orders and contracts are likely to
foreshadow changes in production
and shipments., New orders for
durable goods have been moving
downward since January and in
June were 7% below their Jan-
uary peak. Machinery and equip-
ment orders are lower than in
January, although they recovered
some lost ground in May and held
almost even in June. ' Housing
starts and building permits have
shown considerable strength in
recent months, even though the
latest figures are considerably be-
low the high points of the pres-
ent expansion. Commercial and
industrial . construction contracts
are another . area of
strength on which the latest re-
turns point. downward. The fac-
tory work-week frequently indi-
cates the needs of manufactcring
firms for additional labor. It has

‘declined during - both’ May and

June. The stock market is one of
the many factors which help mold
and reflect economic expectations
and attitudes toward . spending,
but - the full implications of the
slide in the market from March
to June will not be clear for many
months.

As we look ahead, we see mixed
evidence on the various compo-

‘nents of expenditure.

Consumption: Consumers have
raised their spending in pace with
gaing in their income during.the
current expansion, and there is
little evidence to suggest a marked
departure from that pattern in
the months ahead. A rather sharp
and widespread decline in retail
sales during June was-worrisome,
but preliminary data for July in-
dicate .a strengthening in depart-
ment store sales, new auto sales,
and total retail sales, after allow-
ing for seasonal changes. Past ex-

perience and current surveys in- !

dicate only a limited possibility
that consumers will spark a re-
newed advance in the economy.
Such a spark would probably have
to arise from the volatile area of
durable goods purchases. In the
current . expansion, autos have
supplied most of the strength in
that sector, and it would be sur-
prising if demand for 1963-jautos
were to top the brisk activity in
1962 models.

Housing: With the aid of rising
incomes, readily available: mort-
gage credit, and lower . interest
rates, homebuilding has done very
well. The sharp rise in starts this
spring carried housing activity to
high levels. But, following a sharp
decline in starts for June, total
housing outlays fell in July. Per-
mits come first in the chronologi-
cal sequence of permit-start-con-
struction activity. The recent data
on permits point neither to a con-
tinued slide in starts below the
June level nor to a resurgence to
the high levels of April and May.

Plant and Equipment: Surveys
of business intentions point to
continued modest increases in

.recent.

fixed investment during the re-
mainder of 1962, The recent
McGraw-Hill Survey found no
evidence of cutbacks in late June
after  the stock market decline,
Recent softness - in orders for
equipment raise some ° doubts
about the outlook for plant and
equipment investment, but the
evidence is not conclusive. At the
sarne time, the recently announced
reform of depreciation guidelines
and the pending tax credit for
investment serve as sources  of
future buoyancy in this sector.

Inventories: In the-postwar pe-
riod, every recession has been
dominated by inventory cutbacks.
But today, given the conservative
inventory-sales ratios already pre-
vailing, it would be surprising if
large-scale -inventory- liquidation
were initiated. Reduction in stocks
of steel has been an important
factor holding down inventory in-
vestment in recent months. With
that adjustment apparently near-
ing completion, inventory invest-
ment might revive this fall or
winter. On the other hand, new
orders and unfilled orders are
important determinants of inven-
tory policy, and strong incentives
to build stocks probably would
arise only in response to a re-
versal in recent trends in such
orders.

Government: Purchases of goods
and services by the Federal Gov-
ernment are expected to increase
at a moderate rate in the next few
quarters, giving some support to
the private economy. The upward
trend of state and local outlays
will surely continue.

The prospects for various com-
ponents are difficult to add up.
They do not sum up to a crisis in
the economy, nor do they offer
any assurance of spontaneous re-
sumption of brisk advances in the
private economy. A continued pe-
riod of modest upward movements
or leveling off is one reasonable
possibility. We experienced this in
1956-57, with gains in output just
large enough to prevent a signifi-
cant rise in unemployment. But
we cannot rule out the alternative
possibility that the recent slow-
down in the expansion represents
advance warning of an economic
decline. A more . explicit verdict
would not do justice to the per-
plexing and inconclusive cross-
currents in the evidence before
us — nor to the limitations of the
science of economic. forecasting.

But even in the face of much

greater uncertainty than wusual

about the pace of further advance
and the possibility and timing of
an economic downturn, this much
is clear: The U. S. economy is still
operating considerably short of its
potential and  action on the im-
portant economic measures recom-
mended by the President is
needed to strengthen  its - per-
formance.

POLICY ACTIONS
Pending Proposals

The slowdown in the ‘rate of
expansion in 1962, combined with
the current uncertainties in. the
economic: o utlook, underscore
again the importance of action on
the President’s recommendations
in the Economic Report last Janu-
ary for “a defense - in - depth
against future recessions,” - “a
three-part program for sustained
prosperity which will (1) provide
stand-by power, subject to con-
gressional veto, for temporary in-
come tax reductions, (2) set up a
stand - by program of public
capital improvements and (3)
strengthen the unemployment in-
surance system.”

These three measures, or rea- .
sonable alternatives — providing
up to $10 billion of temporary
income tax reduction (at annual
rates), $2 billion of public works
acceleration, and stronger unem-
ployment compensation — would,
as the President said in January,
“enable Federal fiscal policy to
respond. firmly, . flexibly, and
swiftly to oncoming recessions.”

By enacting the foregoing pro-. .
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posals or the related measures
that now lie before it, the Con-
gress could provide a significant
economic stimulus at the present
time:

As the President noted in his
statement on June 7: 5

« .. I have asked the Congress
to provide stand-by tax reduction
authority to make certain, as rec-
ommended by the eminent Com-
mission on Money and Credit, that
this tool could be used instantly
and effectively should a new re-
cession threaten to engulf us. The
House Ways and Means Commit-
tee has been busy with other im-
portant measures, but there is
surely more cause now than ever
before for making such authority
available.”

. The public works acceleration
legislation which has passed the
Senate and is pending in the
House will provide for additional
Federal, state, and local public
works in- areas of heavy unem-
ployment. (The Senate bill also
includes provision for additional
stand-by authority permitting the
extension of the program should
conditions warrant.)

The temporary extension of the
period of unemployment compen-
sation benefits earlier than au-~
thorized by the Congress has now
lapsed, and its renewal has been
requested. Such a program allevi-
ates in some measure the hardship
of those most directly and imme-
diately affected by continued ex-
cessive unemployment. Moreover,
the resulting addition to consumer
purchasing power strengthens con-
sumer buying.

Other measures now pending

before the Congress can also pro-
vide immediate as well as sus-
tained support for further eco-
nomic expansion:
. The investment tax credit, part
of the 1962 Revenue Bill, promises
further significant - incentive to
business investment, in addition
to the encouragement already
provided by the new depreciation
guidelines.

The proposed Trade ‘Expansion
Act of 1962 will contribute to' the
Administration’s program to ex-
pand our- exports — a potential
source of increased demand for
the output of our farms and fac-
tories, important for this reason
as well as for its contribution to
improving our balance of pay-
ments situation.

The proposed Youth Employ-
ment Opportunities Act, aimed es-
pecially at the severe unemploy-
ment and ‘- underemployment of

~our young people out of school,

would make inroads on a particu-
larly unfortunate byproduct of
slack in our economy.

Tax Reduction

Beyond these " important “and
timely measures now pending be-
fore the Congress, a program to
improve the rate of futilization of
our resources and the rate of
growth of our economy must in-
clude the even more fundamental
measures of tax reduction and tax
reform. On June 17, : President
Kennedy stated: -

“, .. our tax siructure, as pres-

ently weighted, exerts too heavy

a drain on a prospering economy.
. . . A comprehensive tax reform
bill ., . will be. offered for action
by the next Congress, making ef-
fective as of Jan. 1 of next year
an across-the-board reduction in
personal and corporate income tax
rates which -will not be wholly
offset by other reforms, In other
words, it is a ' net tax reduction.”

The President has also indicated
the possibility of asking for ear-
lier action on tax reduction if
economic developments should re-
quire it. -

Apart from the announced in-

tention to recommend both indi-

vidual and corporate income tax
reduction effective Jan. 1, 1963—
unless adverse economic develop-
ments require earlier action — no
decision has been made on the

' size, composition, and -timing of a

recommended tax reduction. But
the basic case for easing the net
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tax drain.on the economy, as well
as the broad principles which
should guide tax reduction, are
reasonably clear in the light of
our. unsatisfactory economic ex-
perience of the past five years.

A reduction in net tax liabilities
of both consumers-and business
spurs the economy’s’advance to-
ward full resource utilization in
three important ways:

Explains Theory of “Multiplier”
And “Accelerator” Effect

First, it increases the dispos-
able income of consumers. . The
statistical record indicates that
consumers consistently spend
from 92% to 94% of their total
disposable income. And past ex-
perience also confirms that in-
creases in such incomes are very
largely and verey quickly trans-
lated into higher consumer spend-
ing. As the private income re-
leased by tax reduction is spent,
markets ' strengthen, © production
rises, new jobs are created, and
incomes and profits rise accord-
ingly. This generates added cycles
of private spending and leads to
further increases in output-and
employment. This process alone—
the so-called “multiplier effect”
—translates the original personal
tax reduction into an. increase in
Gross National Product consider-
ablly larger than the reduction it-
self.

Second, by bolstering sales and
pushing production closer to ca-
pacity, tax reduction stimulates
investment in inventories and in
plant and equipment — the so-
called “accelerator effect.”  This
further expands Gross National
Product, raises profits, and re-
duces the deterrent effect of ex-
cess capacity that since 1957 has
plagued the economy and curbed
expansionary investment.

Third, by reducing the govern-
ment’s share of business earnings,
tax reduction improves profit
margins and increases the supply
of internal funds available for in-
vestment. This strengthens both
the  incentives and the financial
ability of businessmen to under-
take the risks involved in new in-
vestment.

Decisions on size, composition,
and timing of tax cuts will need
to give appropriate weight to the
following economic considera-
tions:

(1) The longer-term need for
reducing the excess of Federal
revenues over Federal expendi-
tures that would be realized at
full employment, a need that de-
pends on:

(a) The current size of the full
employment surplus, estimated at
$7 to $8 billion on a national-
income-accounts basis;

(b) Its prospective size in the
light of projected growth in Fed-
eral expenditures and Federal
revenues as the economy ex-
pands;

(c) The amount of surplus at
full employment that is needed to
curb inflationary pressures while
maintaining a high level of in-
vestment.

(2) “Any short-term need that
may exist for overcoming tempor-
ary deficiencies in consumer and
investment demand. .

(3) The necessity of combining
individual and corporate income
tax reduction in the manner best
suited to stimulating both con-
sumption and investment, to sup-
port both markets and incentives.

(4) The appropriate relation-
ship to the projected reform of
the tax structure, a reform de-
signed to improve equity and re-
move the artificial tax barriers
or concessions that divert re-
sources from their most efficient
uses and thus impair our rate of
economic growth. -

(5) The invigorating effect of
tax reduction on the economy and
the resulting “feedback” of reve-
nues to the Federal ' Treasury
which limits the net budgetary
cost of the reduction and, over
time, may even wipe out its ini-
tial addition to.a budget deficit.

(6) The monetary policy being

pursued — for example, if mone-
tary policy becomes more restric-
tive for balance-of-payments rea-
sons, a larger tax reduction would
be needed to yield a given eco-
nomic stimulus,

Monetary Policy

. As the last point indicates, fis-
cal policy and monetary policy are
tightly interwoven, indeed are'in
part substitute for one another. A
given stimulus to the economy

' can be. achieved by a relatively

easier fiscal policy coupled with a
relatively tighter monetary policy,
or vice-versa, but. the effects on
the balance of payments and on
the investment-consumption bal-
ance in the economy may be
rather different in the two cases.

During this economic recovery,
the task of monetary policy: has
been especially difficult, There
has been a compelling need for
general monetary ease, as part of
expansienary economic policy for
full employment and adequate
utilization of our resources. It has
been especially vital to maintain
reasonably low- long-term inter-
est rates and a plentiful supply of
investment  funds in order to
stimulate private investment and
quicken the tempo of growth in
potential output. Yet, concurrent
with these objectives, it has been
necessary -to discourage large
flows of capital out of this coun-
try that could complicate the task
of restoring a healthy balance of
payments and confidence in the
dollar, ;

Capital Outflow and Domestic
Considerations

The problem of capital outflow
is tied primarily to our level of
short-term interest rates relative
to those of other countries, and
it has therefore beeninecessary to
prevent short - term rates from
falling too low. At the same time,
the monetary and debt authorities
have tried to shield long-term
rates, so critical to economic ex-
pansion, from the restrictive im-
pact ‘at the -short end of the
maturity spectrum. Sin¢e Feb.' 20,
1961, the Federal Reserve has
conducted its open-market opera-
tions in all maturity sectors of
the U. S. Government securities
market. On balance, the Federal
Reserve has actually ‘sold short-
term U, S. Government securities
in the open market since that date,
but it has bought longer-term se-
curities, primarily 1 to 5 years,
in @amounts much larger than the
sale of short-term securities. Most
of the purchases of long-term
securities took place in 1961, Since
then, such purchases have been
more limited. The Treasury De-
partment has also adapted debt
management policies in part to
these same objectives, primarily
through concentrating new ecash
‘offerings of securities in the short-
term area, but also by buying
long-term securities for the Treas-
ury ' investment accounts to the
extent that such purchases were
consistent with the objectives of
these funds.

 The action that the Federal Re-
serve took, effective Jan. 1 this
year, in raising the maximum in-
terest rate payable on commercial
‘bank time deposits to as high as
4%, hag increased the total flow
of funds through financial insti-
tutions. This has put pressure
upon these " institutions to find
investment outlets and has helped
to reduce yields on both mort-
-gages and municipal bonds.. Ac-
tually, at this point of time, 17
months after the beginning of
economic recovery, long-term pri-
vate interest rates are generally
below their levels at the cyclical
trough in February 1961. They are
also below the levels at the corre-
sponding stage of the 1958-59 re-
covery, despite the postwar peak
in interest rates-that intervened.
The reduction in Jlong-term rates
has had to overcome two psycho-
‘logical barriers: - first, some per-

-sistence of inflationary psychology

in the financial community de-
spite the lack of tangible inflation;

’

and, second, vivid memories of
the experience of 1958-59, when
economic recovery was accompa-
nied by sharp increases in long-
term rates. -

The total of demand and time
deposits and currency has been
increasing since February 1961,
by more than 7% per year, and
the availability of bank reserves

has' been generally favorable to

the expansion of bank credit.
Banks have  been - going - more
heavily into municipal bonds and
mortgages. Very little of the ex-
pansion of bank loans and invest-
ments over the past year has been
in U. S. Government securities.
In relation to economic activity,
liquidity in the economy is not
inuch changed from its postwar
ow,

Balance of Payments Problem Is
Second to the Economy’s

A special word is in order on
the relation of monetary policy to
the balance of payments situation,
We have, from the beginning,
taken a number of determined
and effective measures to improve
our: balance of payments and
maintain confidence in the dollar.
In dealing 'with the balance of
payments, however, it would be
self-defeating to -adopt policies
that would undermine the vigor
of the economy — for example,

through restrictive monetary-fis- .
in - the .

cal policies, Confidence
dollar is dependent upon a strong,
growing American economy. Fur-

ther, a revival of vigorous growth

here will make the U, S. a more
attractive outlet for long-term in-
vestment funds, both domestic and
foreign. As a result, monetary
and debt-management policy must

continue to aim at providing am- |

ple credit and liquidity to support
needed recovery and growth, con-

sistent with the requirements of

balance of:payments policy.

Finally, as monetary and fiscal
policies are brought into co-
ortéinated focus, these points stand
out:

4. (1) At a time when the Federal

" budget was becoming progressive-
ly less . expansionary in its net
impact on the economy during the
1961-62 recovery, monetary policy
remained easy, " partly’ through
conscious effort:of the monetary
authorities; partly because expan-
sionary forces have not been as
strong as expected, and partly be-
-cause 1961-62 may mark the end
of a rising trend—related to in-
flationary expectations—in inter-
est rates.

(2) Balance of payments and
gold outflow considerations cur-
rently demand a more restrictive
monetary policy than would be
desirable from the standpoint of
the domestic economy, To this ex~
tent, fiscal policy must be more
expansionary ‘than would other-
wise be necessary in order to pro-
mote domestic economic expan-
sion and narrow the excessive
gap between our economic per-
formance and our economic po-
tential. Indeed, closing this gap
can play an important role"in
building long-run confidence in

the dollar. - As the steps currently’

being taken to eliminate the bal-
ance of payments deficit- and
strengthen our.international mon-
etary position achieve their ob-
jective, the curbs on our freedom
to use monetary policy to meet
the needs of the domestic econ-
omy will be progressively re-
duced.

(3) Any move toward sizable
tax reduction must, of course, be
accompanied by a willingness to
move toward higher interest
rates if this should prove to be
necessary (a) to ‘discourage any
adverse capital flows that might
develop, or (b) to offset any in-
flationary pressures that might
ensue if the rebound toward full
.employment should -prove to be
unexpectedly rapid.

(4) If budget deficits are in-
curred, the method of financing
them must be carefully adapted
to the prevailing economic cir-
cumstances. A careful balance
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must be struck between bank ahd
non-bank - financing, a balance
which will not thwart or nullify
the expansionary effect of budget
measures in-an economy with ex-
cessive unemployment and excess
capacity, but will prudently shift
Federal debts into non-bank hands
as the economy comes close to or
reaches full employment.

Summing up, let me say that
relative monetary ease has facili-
tated economic expansion in the
recovery of 1961-62; that even
greater ease 'would have : been

. possible in the absence of inter-

national payments pressures; that
those pressures throw an addi-
tional burden on' fiscal measures
as part of a co-ordinated eco-
nomic policy for full employment
and faster growth; and that care -
must be 'exercised not to over-
compensate.for such international
monetary pressures by premature
or- excessive tightening of credit
and interest rates.

Conclusion

. We would be dangerously com-

placent if we focused only on such

impressive advances in our eco-
nomic well-being in recent years
as: :

The rise of over $50 billion in
gross national. product since
the first quarter of 1961, and
the accompanying rise in em=
ployment, ' personal . income,
and: profits.

The shrinkage of our balance
of payments deficit from $3.9
billion in 1960 to $2.5 billion
in 1961, and the prospect. of
further shrinkage to $1.5 bil-
lion or less this year.

The four years of stability im
our wholesale  price -levek
since 1958,

The continued. growth in our
economic potential at . rates
exceeding prewar averages.

But when we look ahead, in=-
stead of backward, it is the size
of the job yet to be done that de-
mands attention and commands
action: the continued hardship,
inequity, and waste of unemploy-
ment; the excessive amounts of
unused industrial capacity; the
unsatisfactory pace of economie
expansion in 1962; and the re-
maining gap in our balance of
payments., My statement today
has put its emphasis on this un-
finished business of economic pol-~
icy. The uncertainties of current
economic developments and pros-
pects underscore the urgency of
that unfinished business.f They
also intensify the need for)action
on those economic measures that
the President has already put be-
fore Congress, and the need for
forethought on the tax- adjust-
ments which are needed to remove
barriers to the expansion and full
utilization of the great potential
of the American economy,

*A statement by Dr. Heller, accom=
panied by Council Members Gardner Ack-
ley and Kermit Gordon, before the Jcint
Economic Committee, U. S. Congrcss,
Washington, D. C., Aug. 8,

. 1
With Dempsey-Tegeler -
‘(8pecial to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif. — Morton
Kandell and Harry R. Maxwell,
Jr., have become affiliated with
Dempsey-Tegeler & Co.; Inc., 210
West Seventh St. Mr. Kandell was
formerly with Raymond Moore &
Co. and prior thereto was a part-
ner in Adams & Co. Mr, Maxwell
was with William R. Staats & Co.

Joins Milwaukee Co. |
(8pecial to THE FINANCIAL CHRONICLE)
MILWAUKEE, Wis.— Richard J.
Thompson has become associated
with the Milwaukee Company,
207 East Michigan Street, mem-
bers of the New York and Mid-

_ west Stock Exchanges. Mr.Thomp-

son was formerly with Lehman
Brothers in Chicago and prior
thereto with Quail & Co., Inc,, in
Davenport, Iowa. : '
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vélopment amdng ‘wage 'earn;
ers has long been more than
evident. A good many years

ago the cry arose that large
‘aggregates -of capital under

" single or "cooperating direc-

tion were being employed to
take advantage. of the individ-
ual seeking employment.
Unionism was brought forth
as the answer. No one doubts
that there were instances of
abuse in labor relations as in-
deed there were in the case
-of prices. No one doubts that
within proper limits the or-
ganization of workers would
be  an  appropriate remedy.
The price situation was long
ago met by the passage of the
various antitrust laws—
which, incidentally and un-
fortunately do not apply to
either the wage earner or the
farmer. But, of course, there
is no more reason for wishing
to have organized labor, or or-
ganized farmers than organ-
ized capital as masters of our
fate.

- All through the land we
are  having almost - daily’ re-
minders. of the ‘extent to
which labor organizations are
undertaking not only to outdo
employers but to replace nat-
ural .forces as’the control
mechanism of our economic
society.. Whatever the politi-
cians may say, the fact is that
in all too many instances
these monopolists are finding
it possible to.get their way.
The last ditch sort of stand by
railroad employes is a par-
ticularly interesting case in
point. No one at all familiar
with the affairs of our rail-
roads need be told that the al-
most unbroken success of the
unions through the decades is
as much- responsible - for the
present plight of our rail car-
riers. as-any other factor. Yet
the first, very moderate steps
undertaken by the Federal
Government to bring these
relationships int o normality
are being bitterly  criticized
by labor. It would hardly be

Continued frbm page I

surprising if sooner or later
these forces will succeed in
persuading: the taxpayer, to
take up: the load that the
unions as well as certain other
factors have imposed upon
the railroads of the land,

A “Tangled Web”
“What a tangled .web we
weave when first we practice
to deceive,”. the. poet Pope
once ‘exclaimed. He might
equally as well have said the
same thing about what hap-
pens when first we: begin.to
meddle with natural forces or
try to replace them here and
there. The plight of the rail-
roads is one bit of evidence,
but the fact that the aircraft
industry, and the shipping in-
dustry, both of which must
have subsidies in one form or
another in order to continue
to function are likewise
largely if not wholly a result
of our efforts to create some
sort of  millennium for the
wage earner in this country.
Other consequences, were we

“to untangle the web and in-

quire into' the various factors
which cause friction and loss
of efficiency throughout in-
dustry, would soon appear.

One of the troubles is that
these things so quickly and so.
extensively get woven into
our economic life that it be-
comes very difficult to re-
move them. The cry of the
railroad commuters through-.
out the land against any:
change in rates that could
hope to put the services that
they aré being rendered on a
going basis is a ease in point.
Whole communities have
been built up upon the basis of
uneconomically low transpor-
tation rates and now the rail-
roads, or some of them find it
extremely difficult if not im-
possible to continue service at
such rates as they have been
getting. The inevitable cry is
for subsidation at the expense
of the taxpayers.
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Likely to Get More of It
One would suppoese that in

light of all this, we as'a peo-

ple would begin to leok
around for ways and means of
escape. . Instead; under the
leadership of “liberal” ele-

George A. Mooney, Executive Dir.,

Resigns From Mutual Trade Assn.

New General Counsel Appointed

ments . the tendeney is defi-"

nitely in the other direction.
The - President : is insisfent

~upon certain of his programs

which could not pessibly help

in getting our affairs upon-a
solid natural foundation. His
ideas about " housing .‘could

hardly do otheérwise than add .

to the “tangled web’? we have

been weaving with all our ef-

forts to replace naturat forces =
with judgments of our own.

His plans for tax changes, and
particularly his idea of using
reckless tax reduction in
order to keep the wheels of
industry moving; can hardly
fail if given effect to push us
further ‘along the road which
we for all too long have al-
ready been traveling. ;

But it is not only the Presi-
dent or the President’s party
that is -responsible for this
trend. It was given tremen-
dous impetus by Franklin
Roosevelt ‘and his followers,
but 'since that time ‘it has
managed to make many con-
verts among the Republicans.
The time has come, indeed it
is long past,"when not the
politicians 'so muech ' as -the
great mass of the people of
the country, had better give
these . matters more serious
and more realistic . thought
than they have as yet had. If
the outbreak of this farmers
organization with its threat of
a strike were to help stimu-
late such : contemplation, - it
would have served the nation
well.

Novamont Corp.
Loan Agreement

Novamont Corp., a whelly-owned
subsidiary of Montecatini Societa
Generale per L’Industria Minera-
ria e Chimica Anonima of Milan,

Italy has arranged to borrew a
total of $26,000,000. in the United

States. from an institutional inves-
tor. Of ihe total, $15,000,000, evi-

..denced- by promissory. notes: due’

July 1, 1982, have been purchased
and the balance will be  taken
down on or before Dec. 3%, 1964.
The notes are unconditionally
guaranteed by Montecatini.

Proceeds will be used to- repay’
bank loans and for .expansion of
Novamont’s - polyporplyene “plant
located near Huntington, W. Va.

The financing was negotiated by
Lazard Freres & Co., Lehman
Brothers, and Kuhn, Loeb & Co.,
Inc,, New York City. .

Coast Exchange Member:

Frederick F. Reeve, general part-
‘ner of Reeve & Co., was elected

‘a member of Pacific Coast Stock

Exchange on Aug. 28, 1962, <
-The firm’s office is located at
175 South San Antonio Road, Los

Altos, Calif. : i

C. R. Luder Opens

(Special to THE FINANCIAL CHRONICLE)

‘SANTA BARBARA, Calif. — Carl
.R. Luder is engaging in a securi-

ties business from offices at 1616
Grand Avenue. He was formerly

“local manager for Albert L. Ma-

guire,

George A. Mooney-

George ‘A Mooney, executive ‘di-
rector of the Investment Institute
since ‘Jan. :1, 1969, .will “resign
effeetive Oct. 2 from the Institute.
This - announcement was  made
yesterday by Charles H.-Schimpff,
president of the trade growup and

of American. Mutual ‘' Funds,. Inc.-

A committee of the Board of Gov~
ernors - “has .- been - appointed . teo
select: Mr.-Mooney's sticcessor.
- .Mr. " Schimpff ‘alse . anneunced

“‘Robert L. Augenblick

that Robert L.* Augenblick was
appointed General Counsel of thé
Investment:Company Institute. He
sueceeds Robert. C. “Alsop whe
resigned to. become a Vice-Presi+
dent -and -Counsel of ‘Grace Line)
Ine., 'a ' W. R. Grace & Co. subsi-
diary.:. Prior- te.1959,: Mr. Mooney
was New: York State Superintend-
ent -of  Banking for- four years.

* Previously ‘he:'was. a financial

writer with the New York Times.

Whal”?t()n: SChobIFuhd Study
- Feature Cited by Authors

Continued from page 19

used by- the larger funds whieh
frequently have brokerage com-
missions available - for their dis-
position after the aequisition of
various - services from ‘brokers
such-as the receipt of investment
advice, daily quotations, and other

services. For these larger funds,-

60% of the brokergge is common-
1y viewed :as ‘at.the. disposal of
the fund’s management. The ex-
tensive use of brokerage for re-
warding - dealers who - sell the
fund’s shares raises the question.
as in the case of the diversion of
brokerage to affiliated brokers,
whether there is a return of value
to the shareholders in this type
of arrangement. The widespread
use “of give-up transactions sug-

gests. that the structure of

regulated commission rates .on
brokerage ' transactions  may - be

Data for. the study . were ob-

tained initially by means of a.

comprehensive questionnaire
which - was mailed: in December
1958 to all active registered man-

agement open-end companies with.

-gross- assets “of over "$1,000,000.
This' questionnaire covered the
534 - year period from -Dec.. 31,
1952, to Sept. 30;-1958. - In 1960,
the study ‘was enlarged to. include
various aspects -of the organiza-
tional, operating,
relationships. existing ‘among..the

‘mutual’ funds ‘and .their..invest- -

ment: advisers .and principal .un-
derwriters. - This additional.area
of study was surveyed by means
of a second questionnaire, cover-
ing the year 1960, which was
mailed in December 1960 to regis-

tered open-end companies -and -

their investment -advisers and
principal underwriters. . Both
questioennaires were prepared by
the Wharton Schoel in. collabora-
tion with the Commissien- and -its
staff, and reflected various tech-
nical comments and other sugges-
tions made by the National As-
sociation of Investment companies,

predeeessor of the present Invest- -
ment Company Institute. Industry .

information from published

sources has been used to update

some of the questionnaire mate-
rial. i

The study was initiated under
the joint direction of Dr. Irwin

and financial

Friend, Professor- of Eceénomics

and Finance, -and Dr, Willis  J.

Winn, « ' Professor- of  Finance.

‘Shortly thereafter, Dr. Winn was
appointed Dean of the Wharton

School, and- was able ‘teo continue
only in an-advisory: capacity,
Although the responsibility for
the contents of-this report -rests
solely with - the - Securities' Re=
search Unit, many ‘valuable sug-
gestions. were: made by members
of the staff of the Securities and

‘Exchange Commission. The: Unit

is particularly-indebted to-‘Allan
F. . Conwill, : Director; -and. J.
Arnold Pines, Chief Financial An~
alyst, of the . Commission’s Divi-

‘sion”of Corperate: Regulation. The
‘Unit  also wishes to -express its

-appreciation for- the' many helpful
comments: and - other assistance

-provided by members of the mu-
‘tual fund industry. © 77 -0 O
significantly lacking in flexibility - - S378

‘with respect to large transactions.

U.S. Gold Sales

Figures Released

‘The net sale:of monetary gold by

the United States during the see-
ond. quarter of 1962 amounted to
$101.8 million, In the first quarter

-of the.-year, there was-a net sale

of -gold of $291.0 million. -Fer the

-fiscal year 1962 (July 1, 1961-June
‘30, 1962y, the gold outflow

amounted tovv$1,025.7 millien: ;
The Treasury’s quarterly report,

‘made ‘publi¢-last Friday, summar=

izes  monetary* gold ~tramsactions
with foreign governments, central
banks and international institu-
tions.

Joins Hill Richards

',.(Special to THE FINANCIAL CHRONIGLE) = ./

‘LOS:ANGELES; Calif-—Josepli G.

Rubens - has ~joined the - staff of
Hill Riehards. & . Co.,. Inc.,- 621
South: Spring St., members of the
New York and Pacific Coast Stock
Exchanges. He - was previously
with V. K. Oskorne & Sons, Ine.

Now With J. A. Hogle -
(Special to THE FINANCIAL CHRONICLE) o (g
L.OS ANGELES, €Calif.—Buford A.
Graves is now affiliated with J. A,
Hogle & Co., 507 West Sixth St.
He was formerly with Dempsey-
Tegeler & Company. ’
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Indications of Current

‘Business Activity

AMERICAN IRON & STEEL INSTITUTE:
Steel ingots and castings (net tons)
Index of production based on average weekly production

for 1957-1939.

Unofficial indicated steel operations (per cent capacity).
The American Iron & Steel Institute discontinued issuing
this data laté in. 1960

AMERICAN PETROLEUM INSTITUTE:

Crude oil ana cuuveuasate oucpuv—uaily average (bbls. of
42 gallons each)

Sep.

Sep.

Sep.

Gasoline output (bbls.)
Kerosene output (bbls.)
Distillate fuel oil output (bbls.)
Residual fuel oil output (bbls.) Aug.
Stocks at refineries, bulk terminals, in transit, in pipe lines
Finished gasoline -(bbl.). at
Kerosene (bbls.) at
Distillate fuel oil ‘(bbls.)"at
Residual! fuel’.oil .(bbls.) at

. ASSOCIATION OF AMERICAN.RAILROADS:

v 1

Revenue treight loauea (number of cars) Aug.'
Revenue freight received from connections (no. of cars)--Aug.

CIVIL ENGINEERING CONSTRUCTION—ENGINEERING
NEWS-RECORD: - -
Total U. 8. construction
Private construction
Public construction
State and municipal
Federal
COAL OUTPUT (U. S. BUREAU OF MINES):
Bituminous .coal and lhgnie (tons)
Pennsylvania anthracite (tons)
" DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE
SYSTEM—1957-52 AVERAGE=100

Aug.

Aug,
Crude runs to stills—daily average (bbls.)—occccecccan. Aug,
Aug.
Aug,
Aug.

Aug.
.30
. 30
. 30
. 30

- EDISON ‘ELECTRIC INSTITUTE:
¢ . Electric oulput (1 yuy Kwn. i Sep.
. FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN &
BRADSTREET, INC.
IRON AGE COMPOSITE PRICES:
Finished steel (per iv,)
Pig iron (per gross ton)
Scrap steel (per gross ton)
METAL PRICES (E. & M, J. QUOTATIONS):
Electrolytic copper—
Domestic refinery at

Aug.

Aug.

Aug,
Aug;
Aug.

Export refinery at
Lead (New York) at
Lead (St. Louis) at
$Zinc (delivered) at
Zinc (East St. Louis) at
Aluminum (primary pig, 99.5% ) at

Aug

Aug.
Aug.
Aug.
Aug.
Aug.

Straits tin (New.York) at

+MOODY’S BOND PRICES DAILY AVERAGES:
U. 8. Government Bouus,
Average corporate
Aaa .
.Aa

Sep.
Sep.
Sep.
Sep.

A - - Sep.--

Baa
Railroad Group.
Public Utilities Group. Sep.
Industrials Group. Sep.
00DY'S BOND YIELD DAILY AVERAGES: ;| )
<% U, 8: Government Bondsi_l.: i
. Average corporate -
Aas
Aa
A
Baa
Railroad Group
Public_ Utilities: Group
Industrials '‘Grotup
- MOODY’S COMMODITY INDEX

NATIONAL PAPERBOARD ASSOCIATION:
. Orders received (tons)

Sep.
Sep.

Sep.

Aug:

Production (tons)
Percentage of activity
Unfilled orders (tons) at end of period

OIL, PAINT AND DRUG REPORTER PRICE INDEX—
<1949 AVERAGL==100. “
ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM-
BERS, EXCrPFY ODD-LOL DrALERS AND SPECIALISTS
Transactions of specialists in stocks in which registered—
Total purchases
Short  sales
Other sales.
Total sales
Other transactions initiated off the floor—
Total purchases
Short sales.
Other sales
Total  sales.
Other transactiens initiated on the floor—
Total purchases
Short sales.
Other sales.
. Total sales.
~.. Total round-lot transactions for account of members—
Total purchases
Short sales
Other sales. _
i Total sales
STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD-
g LOT DEALERS AND SPECIALISTS ON N. Y, STOCK
EXCHANGE — SECURITIES EXCHANGE 'COMMISSION
Qdd-lot. sales by dealers (customers’ purchases)-—1
Number of shares
Dollur value. el
Odd-lot purchases by dealers (customers’ sales)—
Number of orders—customers’ total sales.

Aug

- Aug.

Aug.
Aug.
Aug.
Aug.

Aug.
Aug.
Aug.
Aug,

Aug,
Aug.
Aug.
Aug:

Aug.
Aug,
Aug.
--Aug.

Aug,
Aug.

Customers' short sales.
Customers’ other sales.
Dollar value

Aug,

Aug.
Aug.

Round-lot sales by dealers—

Number of shares—Total sales Aug

Short sales Aug.

Other sales. ; .
Rourd-lot purchases by dealers—Number of shares.

: TOTAL ROUND-LOT STOCK SALES ON THE N, Y. STOCK
EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS - |
FOR ACCOUNT OF MEMBERS (SHARES): ’ x
Total round-lot sales— :
Short sales
Other sales
Total sales.

WHOLESALE PRICES, NEW SERIES — U. S.' DEPT. OF
LABOR — (1947-49=100): ¢
Commodity Group—
All commodities

Alig.

Aug.

Aug.
Aug.
Aug.

Farm products Aug

Processed foods Aun

Meat: Aug

ats
All commodities other than farm and foods.
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25

30

.25
. 25

25
1

T PPN FFNRATN

10

10.

10

28
28
28
28

.28

. *Revised figure. tNumber. of orders not reported since introduction of Monthly Investment Plan.
so0ld on delivered basis at centers where freight from East St. -Louis exceeds one-half cent a pound.

Latest
Week

1,672,000
89.8

57.0

7,313,010
8,346,000
30,179,000
2,661,000
13,140,000
5,710,000

178,907,000

, 34,836,000
154,657,000
52,814,000

582,959
491,883

$350,300,000
149,900,000
200,400,000
169,200,000
31,200,000

8,790,000
267,000

‘108

17,088,000

282

6.196¢
$66.44
$217.50

+ 30.600c
28.525¢
9.500¢
9.300¢
12.000c
11.500¢
24.000c
108.625¢

..88.69
87.18
. 9119

342,959
363,121

97
472,925

112.96

1,928,050

453,480
1,431,250
1,884,730

289,510

71,700
253,850
325,550

661,995
127,740
594,645
122,385

2,879,555

652,920
2,279,745
2,932,665

1,135,669
$50,323,120

1,146,633
29.902
1,116,731
$52,781,054

279,370

279,370
328,050

1,054,040
13,463,390
14,517,430

100.6

97.6
101.9
100.0
100.7

(1027) 23

The following statistical t?bulations cover productic;n 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:

Previous
" Week

1,611,000
86.5

55.0

7,283,710
8,562,000

30,713,000 -

2,899,000
13,472,000
5,213,000

*180,547,000
33,898,000

149,269,000

51,898,000

582,626
484,342

$397,800,000
212,400,000

185,400,000

157,500,000
217,900,000

#8,650,000
283,000

106
17,320,000
302

6.196¢
$66.44
$27.50

30.600¢
28.625¢
9.500¢
9.300c
12.000¢c
11.500¢
24.000¢
107.875¢

88.68
87.05
91.19

368.0

328,775 °

358,439
98
493,054

112.83

2,300,370

520,660
1,708,970
2,229,630

420,030
104,800
320,000
424,800

789,055
141,680
728,800
870,480

3,509,455

767,140
2,757,770
2,524,910

1,295,762
$63,655,857

1,319,286
35,838
1,283,448
$66,218,909

404,680
405,180

1,111,280
16,296,600

17,407,880

100.7
*98.0
101.9
101.1
100.8

Month
Ago

1,578,000
84.7

54.0

v
7,262,560
8,451,000

30,943,000
2,872,000

14,027,000
5,377,000

183,537,000
31,952,000
135,082,000

49,916,000

567,131
477,845

$482,100,000
245,700,000
236,400,000
206,000,000
30,400,000

8,305,000
297,000

95
16,565,000
310

6.196¢
$66.44
$27.50

30.600¢
28.575¢
9.500c
9.300¢
12.000¢
11,500¢
24.000c
110.500¢c

454

372.6

352,869
332,532

93
524,921

113.67

3,493,590
1,246,930
2,506,860
3,753,790

653,100
177,300
431,510
608,810

1,068,890

262,715
1,119,905
1,382,620

5,215,580
1,686,945
4,058,275

"' 5,745,220 "

2,198,971
$109,937,267

1,547,069
71,515
1,469,554
$81,739,999

320,340

320,340
996,050

2,502,280
21,425,420
23,927,700

100.4 -

96.7
101.5
100.1
100.7

Year
Ago

2,030,000
109,0

69.4

7,049,160
8,558,000
30,791,000
2,700,000
13,992,000
5,479,000

155,857,000
32,139,000
132,672,000
30,219,000

592,265
500,015

$402,100,000
231,300,000
170,800,000
155,200,000
15,600,000

8,095,000
338,000

110
16,214,000
321

6.196¢
$66.44
$38.50

30.600¢
28.300c
11.000c
10.800c
12.000c
11.500¢
26.000c
125.750¢

377.7

343,055
341,687
9

5
513,632

114.48

2,813,970

513,750
2,362,800
2,876,550

343,730

217,500
323,400
350,900

970,550

79,680
890,945
970,525

4,128,250

620,820
3,577,145
4,197,975

1,931,259
$98,912,206

1,927,916
9,42

1,918,493

$95,115,206

583,380

583,380
574,570

734,370
18,033,440
18,767,810

Not avail.
Not avail.
Not avail.
Not avail.
Not avail.

1Prime Western Zinc

BUSINESS ‘INCORPORATIONS (NEW) IN THE
UNITED STATES—DUN & BRADSTREET,
INC.—Month of July.

BUILDING PERMIT VALUATION — DUN &
BRADSTREET, INC.—217 CITIES—Month
of June: $

New England
Middle  Atlantic
South Atlantic
East ' Central
South Cetnral
West _Central
Mountain
Pacific

Total United States
New York City

Total outside New York City

CIVIL ENGINEERING CONSTRUCTION—
ENGINEERING NEWS RECORD — Month
of August (000’s omitted):

Total U. 8. construction
Private construction
Public construction ..
State and municipal__..
Federal

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 July 31:

Total consumer credit
Instalment  credit
Automobile
Other consumer  credit
Repairs and modernization loans
Personal loans
Noninstalment credit
Single payment loans .
Charge accounts
Bervice credit

O I ¥ X LD SR E Y
COTTON SEED AND COTTON SEED PROD-
UCTS—DEPT, OF COMMERCE—Month of
June:
Cotton Seed—
Received 'ft mills (tons)..
Crushed (tons)
8tocks (tons) .June 30.
Cake and Meal—
.. Btocks (tons) June 30
- Produced (tons)
Shipped (tons)
Hulls—
8tocks  (tons) June 30
Produced (tons)
Shipped - (tons)
Linters—
Stocks (bales) June 30
Produced - (bales)
Shipped (bales)

FABRICATED STRUCTURAL STEEL (AMERI-
CAN INSTITUTE OF STEEL CONSTRUC-
TION)—Month of July:

Contracts closed (tonnage)—estimated
Shipments ' (tonnage)—estimated

MONEY IN CIRCULATION—TREASURY DEPT,
As of June 30 (000's omitted)

NEW YORK STOCK EXCHANGE—
As of May 31 (000's omitted):

Member firms carrying margin accounts—
Total customers’ net debit balances
Credit extended: to customers
Cash on hand and in banks in U, B..___
Total of customers free credit balanees—-.
Market value of listed bonds.

Market value of listed shares

Member borrowings of U. S, Govt, issues

Member borrowings on other collateral ..

PERSONAL INCOME IN THE UNITED STATES
; (DEPARTMENT OF COMMERCE)—Month

of July (in billions): ~

Total personal income
Wage and salary receipts, total
Commodity producing industries..
Manufacturing only
Distributing  industries
Service industries
Government
Other labor i
Busi .and profi
Farm __.
Rental i
Dividends.
Personal interest 1
Transfer. payments

Less employees contribution for social
insurance

Total nonagri

ional

of persons

ral i

Latest
Month

14,957

$44,795,405 |

85,005,430
54,648,271
180,706,835
153,038,217
48,194,117
‘26,247,504
144,854,709

Previous
Month

15,234

$41,410,193
95,594,011
64,942,856
112,811,949
147,985,246
52,516,700
47,203,879
159,842,665

Year
Ago

14,483

$36,607,297
158,198,632 "
175,174,117
161,364,658
114,229,143
76,380,120
33,250,001
138,936,905

$737,490,488
217,159,039

$722,307,499
52,078,175

$794,140,873
115,105,254

'$709,731,449

$2,181,000
1,010,000
1,171,000
1,025,000
145,000

" $58,621
44,967
18,291
11,570

3,182
11,924
13,554

5,203

4,607

3,744

"20,100
215,200
367,100

155,700
++.99,900
108,200

99,700
52,600
74,400

103,400
58,000
76,300

238,978
308,328

$33,800,000

$3,592,000
.29,000
415,000
1,252,000
105,471,579
318,839,254
258,000
2,173,000

$6170,229,324

$1,939,000
885,000
1,054,000
789,000
265,000

$58,277
44,559
18,033
11,555
3,156
11,815
13,718
‘5,227
4,739

3,152

29,600
297,700
562,200

164,000
130,900
123,800

121,500
76,100
95,500

" 121,700
85,400
105,400

291,621
348,787

$33,500,000

$3,637,000
32,000
436,000
1,374,000

"105,512,686,

298,969,472
482,000
2,325,000

$679,035,619

$2,220,000
1,085,000
1,134,000
954,000
180,000.

$54,605
41,909
17,063
10,934
3,133
10,779
12,596
4,708
4,397

' 3,491

11,600
175,900 .
230,700

196,900
85,000
133,600

110,200
43,200
52,200

170,900
49,600
78,300

456,332
286,917

$32,400,000

$4,041,000
50,000
443,000
1,207,000
109,631,415
. 360,382,360
640,000
2,869,000 ;
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NOTE — Registration statements filed with
the SEC since the last issue of the “Chron-
icle” are now carried separately at the end

- of this section “Securities Now in Registra-
tion.” Dates shown in parenthesis alongside
the company’s name, and in. the index, re-
flect the expectations of the underwriter but
are not, in general, to be considered as firm
offering dates.

ABC Business Forms, Inc.
July 27, 1962 (“Reg. A”) 51,500 common. Price—$3.50.
Business—Manufacture, design and development of busi=
ness. forms. Preceeds—For debt repayment and work-
ing capital. Office—3500 N. W. 71st St., Miami, Under-
writer—Givens & Co., Inc., Miami,

A. L. S. Steel Corp.
March 29, 1962 filed 100,000 common. Price—$4.50. Busi-
ness—Sale of processed flat rolled strip steel. Proceeds
—PFor debt repayment, equipment, and working capital.
Office—126—02 Northern Blvd.,. Corona, N, Y. Under-
writer—Bernard L. Madoff, N, Y,
. Abbott Realty Fund, Inc. 5
June 29, 1962 filed 380,000 class A common.. Price—$10.
Business—Real estate ownership and management. Pro-
ceeds—For debt repayment and general corporate pur-
poses. Office—292 Madison Ave., N. Y. Underwriters—
Morris Cohon & Co. and Street & Co., Inc., N. Y.

" Accurate Parts Inc. g

March 30, 1962 filed 100,000 common. Price — By amend--

ment (max. $13). Business — Rebuilding and sale of
starter drive devices for automobiles. Proceeds — For
selling stockholders. Office—1313 S. Jay"“St., Kokomo,
Ind.  Underwriters—McDonnell & Co., N. Y. and Raf-
fensperger, Hughes & Co., Indianapolis.
. Advance Mortgage Corp.
April 27, 1962 filed 200,000 common. Price—By amend-
ment. Business—The making and servicing of real estate
first. mortgage loans. Proceeds—For debt repayment,
Office—First National Bank Bldg., Detroit. Underwriter
~—Shields & Co., N. Y. i :

Aerial Control Geotronics .
May 28, 1962 (“Reg. A”) 100,000 common. Price—$3..
Business—Application of electronic and air photography
developments in the field of geodetic surveying and re-
gional mapping., Proceeds—For debt repayment, equip-
ment and working capital. Office—2412 S Garfield
Ave., Monterey Park, Calif. ' Underwriter—Pacific Coast
Securities Co.; San Francisco.

Agency Tile Industries, Inc. ! e
July 27, 1962 (“Reg. A”) 110,000 common. Price—$2.50.
Business—Importing, marketing and . distribution . of
ceramic tiles. Proceeds—For debt repayment, new
products, sales promotion and working capital, . Office—
256 Fifth Ave, N. Y. Underwriters—Leib, Skoot & Co.,
Inec, Clifton, N. J.,, and Price Investing Co., N..Y. .

Aiken Savings Trust
Aug. 22, 1962 filed 100,000 shares of beneficial interest.
Price—$10. Business—Company plans to qualify as a
real estate investment trust. Proceeds—For investment.
Address—Florence, S. C. Underwriter—None,

‘Air Master Corp. .
May 26, 1961 filed 180,000 common, of which 90,000 will
be sold for company and 90,000 for stockholders. Price—
By amendment. Business — Manufacture of aluminum
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Securities Now in Registration

storm windows and doors, and other aluminum products.
Proceeds—.For working capital, and other corporate pur-
poses, Office-—20th Street and Allegheny Avenue, Phila-

delphia, Pa. Underwriter — Clayton Securities ‘Corp.,

Boston, Nete—This offering has been postponed.
Alaska Pacific Lumber Co.

Nov. 17, 1961 filed 250,000 common.. Price — 1 $5.75.
Business—A lumber company. Proceeds—For construc-
tion and working capital, Office—614 Equitable Bldg.,
Portland, Ore. Underwriter—Dempsey-Tegeler & Co,,
Inc., St. Louis. Note—This registration was temporarily
postponed.

Alcolac Chemical Corp.

March 23, 1962 filed 50,000 common, Price-——By amend-‘

ment (max. $6). Business—Manufacture of specialty
chemical products. Proceeds—For general corporate pur-
poses. Office—3440 Fairfield Rd., Baltimore.
writer-Robert Garrett & Sons, Baltimore. Offering—In-
definitely postponed. ‘ )
Allegheny Aluminum Industries, Inc.
Dec. 21, 1961 filed 100,000 common. Price—$4.25. Busi-
ness—Manufacture of aluminum and fiberglass awnings
and aluminum combination storm-screen windows and
doors. Proceeds — For an acquisition, debt repayment
and general corporate purposes. Office—5007 Lytle St.,
Pittsburgh, Pa. Underwriter—First Madison Corp.; N. Y,
Allied Doll & Toy Corp. ) ' ‘
Feb. 27, 1962 filed 133,333 common. Price—$3. Business
—Manufacture and sale of dolls. Proceeds—For equip-

ment, advertising, and working capital. Office — 4116 -

First Ave., Brooklyn, N. Y. Underwriter — Theodore
Arrin & Co., Inc.,, N. Y.

Allied Graphic Arts, Inc.
Mar. 27, 1962 filed 180,000 common, of which 60,000 will
be sold for the company and 120,000 for.a stockholder.
Price—By amendment. Business—Publication of mass
circulation catalogues (for department stores and mail
order firms), a semi-annual magazine and stamp collec-
tors’ books. Proceeds—For debt repayment and working
capital. Office—551 - Fifta Ave., N. Y. Underwriter—
Bache & Co., N. Y, Offering—Indefinitely postponed.

All-State Properties, Inc.
April 24, 1962 filed $5,000,000 of conv. subord. deben-
tures due 1977. Price—Atnpar: Business—Company and
subsidiaries conduct a general real. estate business with
emphasis: on, land development .and-home construction
in Fla.+Md; N. Y.; and Ky. Proceeds—For repayment
of debt. Office—230 Park Ave., N. Y. Underwriters—
Bear, Stearns & Co., and Allen & Co., N. Y.
® Alsco Electronics, Inc. . ; ;
March 28, 1962 (“Reg. A”) 100,000 class A common.
Price — $3. Business — Wholesaling and distributing of
electronic parts, kits, components, etc. Proceeds — For
inventory and working capital. Office—2520 N, Broad St.,
Philadelphia. Underwriters—Albert Teller & Co., Inc.,
and H. A. Riecke & Co., Inc., Philadelphia.

Amerel Mining Co. Ltd.
July 31, 1961 filed 400,000 common shares. Price—50¢.
Business—The  company is engaged in exploration, de-
velopment and mining. Proceeds—For diamond drilling,
construction, exploration and general corporate ex-
penses. . Office — 80 Richmond St., W., Toronto. Under-
writer—E. A, Manning, Ltd., Toronto.

"~ ® American Boit & Screw Mfg. Corp. -

Dec. 15, 1961 filed 150,000 common. Price—By amend-
ment. Business—Manufacture of standard and special in-
dustrial ‘aircraft- and missile fasteners. Proceeds— For
debt repayment, equipment and other corporate pur-
poses. Office — Lawson Blvd., Oceanside, L. I, N. Y,
Underwriter—S. D. Fuller & Co., N, Y. Offering—Ex-
pected in late September.

American Fidelity Corp. G
June 4, 1962 filed 500,000 common. Price—$11, Business
—A small business investment company. Proceeds—For
investment, Office—423 E. Market St., Indianapolis.
Underwriters—Reynolds & Co., Inc., N, Y., and’Crut-
tenden, Podesta & Miller, Chicago.

American Flag & Banner Co. of New Jersey
(9/27-28)

May 1, 1962 filed 100,000 common. -Price—$3.25." Busi- -

ness—Production of flags, banners and accessories. Pro-
ceeds—For taxes, debt repayment and working capital,
Office—1000 Main Ave., Clifton, N. J, Underwriter—
K-Pac Securities Corp., : ' g

American Gas Co. (9/17-21)
March 26, 1962 filed 548,532 common to be offered for
subscription by stockholders on' the basis of 3.6 new
shares for each share held. Price—By amendment (max.
$5). Business—Transportation, distribution and sale of
gas. Proceeds—For debt repayment and expansion. Of-
fice—546 S. 24th Ave., Omaha. Underwriter—Crutten-
den, Podesta & Miller, Chicago, : R

® American Kosher Provisions, Inc. (9/24-28)
June 25, 1962 filed 130,000 common. Price—$5. Business
—DManufacture. and sale of a variety of kosher and non-
kosher meat and meat products. Proceeds — For debt
repayment, expansion and working capital. Office—
39 Norman Ave., Brooklyn, N, Y. Underwriter—Willard
Securities, Inc., N. Y.

American Mortgage Invesiors
Feb. 8, 1962 filed 1,300,000 shares of beneficial interest.
Price—$15. Business — A newly-formed -business trust
which plans to invest in first mortgages. Proceeds—For
investment. Office—305 S. County-Rd., Palm Beach, Fla,
Underwriter—Hayden, Stone & Co., N. Y, Note—This

Under- *
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company was formerly named American First Mortgage
Investors. ) ’ \
American Options Corp.
April 11, 1962 (“Reg. A”) 60,000 common. Price—$5.
Business—Company plans to sell “puts and . calls” and
may act as a broker-dealer. Proceeds—For general cor=-
porate purposes. Office—120 Broadway, N. Y. Under-
writer—Provost Securities, Inc,, N, Y.
American Pacific Fund, Inc.
July 9, 1962 filed 94,500 common. Price—Net asset value,
Business—An open-end management company special-
izing in life, health, casualty and accident insurance,
Proceeds—For investment. Office—1523 Kalakaua Ave., .
Honolulu., Underwriter—American Pacific Management
Corp. (same address).

American Phoenix Corp. i
Jan, 24, 1962 filed ‘315,000 class A shares. Price—$10.
Business—General real estate. Proceeds—For corporate
purposes. Office—320 Park Ave., N. Y, Underwriter—
Interamerica Securities Corp., N. Y.

American Plan Corp. :

March 30, 1962 filed $2,480,000 of convertible deben-
tures due 1982 and 248,000. common shares (of :which
218,000 will be sold for the company and 30,000 for
stockholders). The' securities will be offered in units of
one $10 debenture and one share. Price—By amendment
(max. $22.50 per unit). Business—Production and serv-
icing of physical damage insurance. on automobiles,
trucks and mobile homes, Proceeds—To purchase Ameri-
can Fidelity Fire Tnsuvance Co. Office—American Plan
Bldg., Westbury, N. Y. Underwriler—Bear, Stéarns &
Co.,, N. Y. : :

American Safety Table Co., Inc.. ) ;
May 23, 1962 filed $100,000 common. Price—By amend- -
ment (max. $7). Business—Design, manufacture and
marketing of equipment used in-the sewing industry.
Proceeds—For expansion, debt repayment and working
capital.” Address—Mohnton, Pa. Underwriter—Reuben
Rose & Co., Inc., N. Y. :

American Southwest Realty Trust
Feb, 12, 1962 filed 1,000,000 common. Price—$11, Busi-
ness—A real estate investment company. Proceeds—For
investment. Office—800 Hartford Bldg.,  Dallas.- Under-
writers—Kidder, Peabody & Co., N. Y. and ‘Rauscher,
Pierce & Co., Inc., Dallas. Offering—Temporarily post-
poned,_ ;
American Strategic Minerals Corp.:
July 9, 1962 filed 400,000 common. Price—By amend=-
ment (max. $3). Business—Company- plans to explore
for strategic minerals. Proceeds—For debt repayrr}qnt,
exploration "and working capital.” Office — 527 Failing
Bldg., Portland, Ore. Underwriter—To be named.
Ames Department Stores, Inc. = oo
April 27, 1962 filed 100,000 common. Price—$3. Business
—Operation of self-service discount ‘department stores.
Proceeds—For debt repayment, expansion and worklpg
capital. Office—Mill St., Southbridge, Mass, Underwrit-
ers—Meller & Co.. and Kahn & Peck, Cohn & Co., N. Y,
Ampoules, Inc.
Marchp28, 1962 filed 5,900 common. Price—At-the-mar-
ket. Business—Design and development of sterile dis-
posable -hypodermic. ampoules.  Proceeds—For selhpg
stockholders.- Office—34 N. Main St., Hudson,  Ohio,
Underwriter—None.

Anchor Industries Corp. .
Nov. 24, 1961 filed 38,500. common. Price—$8. Business
—Design and fabrication of precision sheet metal prod-.
ucts. Proceeds — For machinery research, sales promo-
tion, and working capital. Office——26 Essex St., Hacken~
sack, N. J. Underwriter — Amber, Burstein & Co,, Inc,, .
New York. Note—This registration is being withdrawn. -

Angler Industries, Inc. F e _
Aug. 17, 1962 (“Reg. A”) 120,000 common. Price—$2.50.
Business—Manufacture of hardware, and the assembly
of products for the electronics industry, Proceeds—For
debt repayment, equipment, inventory,:and .working ;
capital.. Office—107 Trumbull St:, Elizabeth, N. J. Un- _
derwriter—Edward H. Stern & Co., N. Y.

Arde Inc. : .

March 30,1962 filed 100,000. common, of which 80,000
are to be sold by the company and 20,000 by stockhold- :
ers. Price—By amendment (max. $8.50). Business—Re-
search, development and engineering under defense con-
tracts. Proceeds—Repayment of bank loans, equipment,
plant expansion and working capital. Offiee—Paramus,
N. J. Underwriter—McDonnell & Co., N. Y.

Arden Farms Co. : (3

May 23, 1962 filed $6,000,000 of 6% conv. subord. de-
bentures due 1990 to be offered in $100 units; also 49,993
shares of $3 cumulative preferred stock and 205,105
common shares to be offered for subscription by stock=
holders of -the respective classes on the basis of .one
new share for each 10 held. Price—For debentures, at
par; for stock, by amendment. Business—Manufacture,
purchase and sale of ice cream and other dairy products,
Proceeds—For debt repayment, Offiee—19<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>