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eoronaL | As We See It

.1 Of all the infinitude of statistics now compiled and pub-

" lished by the Government at Washington, unemployment
~data are easily the most vital to the politicians and, for
. that matter, to a good many of the economists in and
around the capital. A great deal is heard, of course, about
' Gross National Product, but that magic figure draws
some-of its meaning in Washing‘ion minds from the sup-
posed fact that there is a fairly definite and fixed inverse
relationship between it and the amount of unemploy-
ment in the nation. There is, needless to say, nothing
surprising or unreasonable about concern with the fact
that there is, and apparently likely to continue to be

very substantial amounts of unemployment. The night-

mare of apple-selling in the ’Thirties has not been for-
gotten by the rank and file; and the distress caused by
inability to find work is very real. :

It would be a good thing, however, if the public under-

stood a little more about these current unemployment

estimates, and accordingly accepted them with somewhat

_more reservation. It would be a still better thing if even
the very elect understood more clearly the underlying
causes of whatever facts are really disclosed. It is com-
“monplace to read headlines about . changes.in the .per-.
centage of unemployment which come to no more than
a fraction of 1%, and when change of a percentage point
- or more are reported, very substantial significance is
ordinarily attached to it.

Now the professional statistician is well ‘aware that
such concepts (and such figures representing them) as
the “total labor force,” “employment” and “unemploy-
ment” have historically been subjects of sharp disagree-
ments. He is likewise, of course, well aware that the

figures as they appear from month - (Continued on page 20)
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Funds Intensified Buying on the
Five of Stock Market’s Sharp Climb

CHRONICLE’S analysis of 100 leading investment companies’
portfolio operations: during the March quarter's [and sub-
sequently intensified] buoyant stock market discloses ac-
celerated net buying of common stocks. Total net purchases
were .more ‘than double the comparable figure in the

" 'December quarter as fund managers hecame increasingly

hullish. Although the greatest emphasis was again cenfered

on quality issues,. buyers were  also atiractzd to medium:
grade and high grade growth issues. Preferred -indusiry -

groups included airlines, hanks, buverages, drugs, electronics,

finance' companies, insurance, office equipment, oils (in~

ternational), utilities and railroads. Most pepular issue was

Royal Dutch, with .IBM, Standard -0il (N. J.), and Xerox

runners-up. Sold on balance were metals (copper), retail

trade and steel issues. Most widely liquidated issuss were

du Pont, Florida Power & Light and CIT Financial. Inferest

in foreign issues remains brisk. Ratio of share redemptions
. to funds’ net assets was 1.549 in first quarter.,

The CHRONICLE'S analysis of the March’ quarter

. portfolio operations of the nation’s predominant

investment compames embraces ‘a period which
began with markedly “bullish” and “bearish”

camps in both the business and financial ‘com-.

munities. True, the December quarter had produced
one of the most spectacular stock price rises in
recent history. However, as the new year unfolded
there was considerable doubt in many quarters

that the gains could be sustained ratber than ihat

a further uptrend would develop. Of particular
moment, of course, was the probable course’ of the

bu%mesg trend in the new year, the negative atti-
tude in this area being reinforced by the adverse °

forecasts of the President and his chief economic
advisers. Still another “cloud” overhanging the

stock market was the impending release of the’

STANY PICTURES IN THIS ISSUE—Candid photos taken at the 27th Annual Dinner of.
The Security Traders Association of New York, appear in today’s PICTORIAL SECTION.

1 688.96 on. Feb.

[See page.26 for specific stocks purchased and sold by

managements in March quarter.. For Funds’ portfolio

position, cash vs. security holdings, on. March 31, 1963
and Dec. 31, 1962, see vage 31.]

findings of the securities markets stﬁdy by the Se=
curities and Exchange Commission.

Under the circumstances, the-climate for the

'st_ock market as the year got underway was less

than exhilarating. With the passage of time, how=
ever, the bullish trend which ‘was so prominent in
the December ‘quarter reasserted itself with vigor,
A stimulating factor was the substantial improve-
ment in the business' trend, highlighted by the
remarkable sales performance of the.automobile
industry.

Accordingly, it should be pointed out that the
stock market, as reflected in the Dow Jones In-
dustrial Average, which was 646.79" on Jan. 2,
subsequently rose to a high for the quarter of
18. Thereafter, the average con-
tinued on-a relatively. “steady course” and closed

- at 682,52 on March 31, or 5.5% above the Jan. 2

level.. (The sharp post-quarter rise carried the
average to 721 on May 1, only 3% below the
all-time high of 741.30 recorded in 1961).

In light of the foregoing, the central question is:
What was the attitude of fund managers towards
common- stocks in the first quarter of 1963? Based
on-our extensive study, the answer is that they were
substantially bullish. This is evidenced in the facf
that their purchases of ‘equities of $737 million
considerably dwarfed the aggregate of $543 mila
lion acquired in 1962’s fourth quarter. And, al«
though sales in the first quarter at $557 million
were higher than the $462 million liquidated in
the December quarter, (Continued on page 25)
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The Seéurity I Like Best...

A continuous forum in which, each week, a different group of experts
in the investment and advisory field from all sections of the country
participate and give their reasons for favoring a particular security.

DAVID G. GINBERG
Vice-President, Research Department,
I'rank Ginberg & Co., Inc.,
New York City

Playskool Manufacturing Company

The May, 1962 break in the stock
market ended the New Issue craze
and saw the new innovation

growth companies for .the time

being 'lose favor with investors.
Since then analysts have been fry-
ing to determine what group or
groups of  securities would find
favor with the investor and power
the next bull move. The group
that I feel will lead:the market
after the present recovery..phase
which, until now has been led by
the blue chips, is the companies
that: produce consumer products.

The consumer—and - how and
where he spends his money—has
become the most important factor
in our modern-day economy.
Today, the potential purchasing

- power of the American public is

at an all-time high and is con-
tinuing to grow at a rapid pace.
Personal income rose from  Feb-
ruary, 1963, to March by $1.6 bil-

lion to a new high of $452.7 billion -

on a seasonally adjusted annual
rate. The unexpected automobile
boom is an example of the impact
that the consumer and his tastes
can have on the economy and a
particular industry.

The Toy Industry is one industry
that should benefit from the afflu-
ence of the consumer. The last
few years have seen record results
recorded by many toy companies.
The public was spending more on
toys and paying more for individ-
ual items. In 1962, this trend of
increasing sales continued; how-
ever, the consumer’s tastes showed
a tendency to shift toward the
cheaper and more basic type of
toy. This shift should have an
added impact on the sales and
earnings of Playskool Manufactur-
ing Company,

Playskool has built a reputation -

and a trade name with parents for
the past 25 years. The company

- and its wholly-owned subsidiaries,

Halsam Products and Holgate Toys
Inc., manufacture an assorted line
of educational toys for pre-school
children which range in price from
$2 to $5. Through an expanding
research program, the company is
concentrating on developing sim-
ple toys made primarily of wood
and plastic, Playskool in the past
has had some notable- firsts in its

_industry:.such as being the first

.company to use nontoxic paints
and labeling the age bracket for
which the toys are designed, The
current line of toys includes puz-
zles made of wood and plastic,
various types of building blocks,
peg games and hammers, an
-abacus, all sorts of pull toys, and
various educational games.
Playskool (traded over-the-
counter) has current assets of $6.6
million and current liabilities of
$2.6 million. The company’s capi-
talization on Jan. 31, 1963, con-
sisted -of $425,858 of long term

debt and 810,250 shares of common .

stock. The sales and earnings have
improved in each year since the
company ‘became publicly held in
October, 1961. An initial dividend
of 10 cents a share was paid in
December, 1962,

‘represent “a- 17%

—(000’s Omitted)—
Year end. Jan. 31:  Sales  Earnings
$18,540 $684
13,101 530
12,140 414

The management of the com-
pany feels that fiscal 1964 should
continue this trend and show con-
siderable improvement over fiscal
1963.

The population growth rate, es-
pecially the birth rate;:should in-
crease during.the next decade as
the 1940’s ' War Babies begin to
form their families, During this
same period, I believe more and
more emphasis will be placed on
encouraging the creative abilities
of our children. Since Playskool
Manufacturing Co. is” the nation’s
leading = producer of pre-school
toys, its sales ‘and earnings should
feel the full impact of both of
these trends.

This security is a good invest-
ment for the person who is mainly
interested in speculating for long-
term capital gains.

GLENN C. PETERSEN

Vice-President, Seligmann & Company,
Inc., Milwaukee, Wis.

Johnson Service Company

One of the outstanding concerns
in the temperature control * indus-
try, Johnson Service  Company
celebrated its 77th year in busi-
ness by posting record salesof
$67,880,000 in 1962. This total
may not seem impressive when
related to sales for other indus-
trial concerns; however, 1962 sales
increase over
1961 and sales over the past dec-
ade have increased by 249%. As
a result of these gains, Johnson
Service has emerged the world’s
largest manufacturer of commer-
cial ‘pneumatic temperature  and
air conditioning control systems.

Unlike its competitors, Johnson
Service does not sell its controls
through jobbers or dealers,. but
instead, the company. contracts for
complete installation of its sys-
tems working ‘directly - with ar-
chitects and general contractors.
This insures that the proper equip-
ment will be selected for each
installation. Installation. of equip-
ment and maintenance service. is
supplied by 110 branch offices
located in major cities throughout
the United States and Canada.

Johnson Service product line
includes valves, thermostats,
dampers and complete monitoring
control centers. The control cen-
ters ‘are ' custom engineered ac-
cording to the requxrements of the
individual building.

The product line has just been
broadened by acquisition of the
controls division of Fischbach and
Moore, Inc. The integration of
Johnson Service pneumatic con-
trols with the electronic controls
manufactured by this newly ac-
quired division, will give Johnson
Service for the first time, a com-
plete line of commercial tempera-
ture controls.

The acquisition was a cash pur-
chase with no stock involved. The
sales of this division in 1962 were
a little over one million and: are
now being projected at two mil-
lion for 1963 and four and one-
half to five million in 1964.

A sales break-down of types of
customers is as follows: schools

(This is under no circumstances to be construed as an offer to sell or
as a sohcttatwn of an offer to buy, any <ecuntv referred to herem)

. Thursday, May 9, 1963

This Week’s
Forum Participants and
Their Selections
Playskool Mfg. Co.—David G. Gin-
berg, Vice-President-Research
Dept., Frank Ginberg & Co.,
Inc., New York City. (Page 2)

Johnson Service Co.—Glenn C.
Petersen, Vice-President, Selig-
mann & Co., Inc., Milwaukee,
Wisconsin. (Page 2)

and .universities, 34%;.commercial.

cffice buildings and public build-
ings, 19%; hospitals, churches and
hotels, 14%; industrial buildings
and  manufacture ‘processing con-
trols, 14%; military 10% and serv-
ice, 9%.

In 1964 management is planning
to build additional manufacturing
facilities at their Humboldt Ave.
Plant in Milwaukee and manufac-
turing facilities in Milan, Italy.

This will cut costs of manufac-
turing by eliminating moving -of
semi-finished parts between their
two Milwaukee plants. The Milan,
Italy facilities will mark their
entry into manufacturing in the
common market which should
greatly increase their European
sales.

While 1962 earnings, $2.84 per
share, showed only a 4% increase
over 1961’s $2.75 per share, these
earnings showed them a 634%
profit margin from sales after
taxes. 1963 earnings should ap-
proach the $3.10 per share: level.
This increase should come from
the following sources: the newly
acquired division, increase in do-
mestic sales, a large increase in
foreign sales, and only one year,
1963’s exchange loss in net assets
resulting from official devaluation
of the Canadian dollars, will be
written off, compared to 1961 and
1962 write-off in- 1962,

Backlog of orders is slightly
ahead of last year at 45 million
dollars, and profit margins could
improve some this. year.

Johnson Service has shown an
earning per - share' increase of
264% over the past decade and has
increased its dividend each of the
last five years. They have paid
a continuous dividend since 1931
and are currently paying $1.45 per
share. Dividend pay-out has been
maintained at 50% of earnings for
the past several years and man-
agement has indicated that this
has become company policy.

Financial position .of the com-
pany is very strong, current as-
sets are 22 million, current liabil-
ities, 3.3 million, and cash and
equivalent, 14.6 million. There is
no debt of any kind, no preferred
stock and only 1,600,000 shares of.
common stock.

The Justice Department price
fixing suit against Johnson Serv-
ice should be'settled in the next
few months with minor fines, A
few branch offices were guilty of
this offense, but this was stopped
in 1960 when it was uncovered by
the home office. The government
uncovered these offenses long
after the company had corrected
these practices.

The company has indicated that
if legislation is passed requiring
them to report financial informa-
tion the same way as listed com-
panies, they would request listing
on the New York Stock Exchange.
Rated A4 by Standard' & -Poor;
selling at 16 times earnings this
year, $3.10 per .share estimated
earnings, Johnson Service is one
of the few quality issues that is
still under valued at the offering
price’of 51 in the over-the-counter
market.
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IBA MUNICIPAL
CONFERENCE
JUNE 19-21

The annual IBA Municipal Con-
ference will be held June 19-21 at
the Pick-Congress Hotel in Chicago.

Representatives of the CHRON-
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ings of this important meeting this
year -also and full coverage, plus
on-the-spot photographs, will again
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of the CHRONICLE to be pub-
lished July 11
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,Taking a Sober Look at
~ Our Economic Upswing

By Matt. S, Szymczak*, Consultant, C. I. Devine and Company,
New York and Member of the Faculty, Georgetown University,
Washington, D. C.

Former Federal Reserve Governor fears that iha improvement in
our economy and prospects for its continuance in the coming
‘weeks ‘and months may cause complacency to set in and shunt
aside necessary steps to assure sustained real prosparity. : The -
‘present pace of economic activity is attributed to two-fold tran-
sitory factors, and our tax system is. blamed . for harboring -a
built-in brake - holding back growth, Mr. Szymczak argues that
today’s happier economic rate makes tax cut action “more” rather
- than “less” urgent, Mindful of Disraeli's warning ahout counte-

nancing “two. nafions” in one

country,” Mr. Szymczak points

to the growing size and changing composition of our- lahor force
necessitating expanding joh opportunities as ‘a sine qua non,

Savings and Loan Associations are
close 10 home. Therefore my mes-
sage is on our economy—where it
it and where it is likely to go.
But more im- y
portantly it

seems to: me

my message

will stress our

home prob-

lem, the prob-

lems we face -

today and

must resolve

as soen as pos-

sible, lest they

~increase to

such propor-
tion that they

: Matt S. Szymczak
will over- :

v whelm and destroy that for which

‘we gave so much—our home and
freedom and our high standard of
living. :

It is a natural tendency for man
to relax in spring, when business
shows ' some: improvement. We

welcome good news and we dis-

like to' be told that there is much
to be done to improve and to
strengthen- our - economy - and to
keep it at a high and stable level.
Last fall the pessimism seemed
greatly overdone. At that:time
all - the factors that influence
spending -and therefore - economic
or less
toward maintenance of current
levels. It appeared to me that
_economic  activity = would not
change drastically upward or
downward, for many months.

Need for Sober View

I think the current optimism is
equally overdone. I continue to
see no serious recession on the
horizon, and it seems quite likely
that the next several months will

. .witness a welcome improvement

in the economy. But before we go
overboard and count on a real
boom 'that would strain our re-
sources—a boom ‘of the kind we
had in the late ’forties, or one of
the 1955-57 variety, let us look at
the facts a little more closely.
Sobriety now may spare us un-
necessary disappointment and an
excessive counterswing of the
pendulum later,

Throughout last fall and winter,

the economy was sluggish but—in .

contrast to business phychology—
never weak. Consumer income
was steadily advancing, and with
it, almost in exact proportion, con-
sumer spending. Prospects for in-
vestment outlays seemed a bit un-
certain, but the effects of last
summer’s provision for investment
credit and revised rules for de-
preciation allowances were bound
to be felt sooner or later, and
promised at worst to prevent a
serious drop, at best to stimulate
a rise in new investments. Gov-
ernment expenditures on the Fed-
eral, state and local levels: were
scheduled to increase steadily. Ex~
ports also were slowly rising, and
though the levelling off of the
European boom might slow down
the rate of further expansion in
exports, a serious fall was cer-
tainly not in the cards. In brief,
all indications last fall pointed
to a slow but continuing improve-
ment,

They still do.. Nothing basic has
changed. Nothing has happened
that was not foreseeable half a
year ago. Investment credits and
revised depreciation rules are be-
ginning to encourage moderniza-
tion as intended. The steady rise
in consumer spending is gradually
absorbing excess capacity and thus
stimulating expansion of facilities.
As' a consequence, investment
plans for 1963 now promise a 5%
increase in -investment outlays.

.Inventories, exceptionally low in

relation to sales all last year, in-
evitably have to be built up in
line with gradually rising sales—
another plus factor.” Government
expenditures on all levels keep
increasing, as scheduled. Residen-
tial construction remains strong in
view. of the high rate of family
formation now and throughout the
’sixties. Exports continue to main-
tain a satisfactory level, even a
slowly rising trend—as was to be
expected, barring 'an economic
calamity abroad.

Dces not all this add up to the
beginning of a boom? It does not
seem very likely. No doubt the
rise in investment outlays will,
through the so-called multiplier
effect, speed up the rate of eco-

Continued/on page 30
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OBSERVATIONS.

BY A WILFRED MAY

CONFUSING ROUTINE

(This first section of our column
continues our series on the SEC’s
current Svpecial  Study of . the
Security Markets.)

Tt is becoming ever more evident
that the Special Study Group
should have submitted its Report
on the Securities Markets to the
Congress in one ‘piece in lieu of
two major instalments eight
weeks apart (the . first. one on
April 3 last, and the second and
final one due the end pf May).
The two-section routine, we are
seeing has functioned as a major
source of confusion.
Availability with an issued sec-
‘tion coupled with uncertainty
over, the content and treatment
accorded a relevant phase of the
" question in the part of the Report
still. to come, has been leading
even knowledgeable observers to
jump to false conclusions.
Furthermore, and in any event,
much has been lost by the sacri-
fice of the opportunity to go over
the ground with questioning
through hearings, close to the
time of a proposal’s advancement,

Confusion Compounded

Such confusion has been fur-
ther extended.as a result of the
House Interstate Commerce Com-
mittee’s instructions to SEC
Chairman Cary on April 19 to
report to the Congress its reaction
to its Study Group’s f'u'st five

chapters.

Typical of the mlsunderstand-
ing emanating from this kind of
publicaticn was the report thereof
run as a front page newspaper
item, to the effect that the SEC
is purportedly asking for “broad
new powers” over dealers “going
beyond the recommendations of
its own Study committee.”

Actually, it. appears that the
additional powers were called for
by ithe: Committee’s concurrent
report, followe1 by  preliminary
conforming action bv the Com-
mission (of Chapter IV, Part E).
Thus, unfounded impressions of
extensive power usurpation are
needlessly -adding WOI‘IIEb to the
industry.

L1kew1se does the “beating- the—
gun”’ routine entail public confu-
sion via the Commission’s disap-
proval, expressed in its Letter, of
some . of the Committee’s pro-
posals. Included therein are Part

D of Chapter IIL, .dealing with
protection of customers’ funds and
securities; and Parts B and C of
Chapter IV dealing with primary
‘and secondary distributions to the
public, and unregistered distribu-
tions.

Surely the industry assocxatlons,v

the Liaison Committees, the in-
terested public, and the Congres-
sional Committeemen themselves
would- all have been advantaged
by Congressman Harris’ defer-
ment of - his request for the
;Commlssmns reaction, to its com-
plete remission -in one piece at
the time ' of the Report’s final
submission of the completed
Study.

THE PRIVATE SECTOR OUT
FRONT

Again in the Stock Option area,
we see the private sector beating
the regulatory authorities to the
Reform punch — the Commission
having persistently abstained from
the area. 3

Tris space’ has previously
related (on April 11) how Ginn
& Company after gaining stock-
holder approval, via proxy solici-
tation of an Option-Reset deal
i. e, a one-way revision of the
Option price, downward after the
stock’s market decline), voluntar-
ily cancelled ‘the arrangement at
the subsequent annual meeting.

Last week Staridard Oil Co.
(Indiana) management also went
over to the Side of the Angels,
by asking and winning stock-
holder approval at its  annual
meeting (May 2) for the follow-
ing changes, including . the ban-
ning of the Reset (in Item Two
below).

“1. The option price will be
100 per cent of market value on
the date granted. (Earlier the
plan specified not less than 95
per cent.)

“2. Lowering of option prices
in event of market declines is
prohibited = for options already
granted as well -as for future ov-
tions. Also, the comipany dces not
prcpose to use the device of sub-
stituting ovtions to accomplish
such a purpose, as stockholders
were informed. (Noting that al-
thcugh the earlier plan permitted
establishment of lower prices, the
company did not do so.)

“3, Optionees must be employed
24 months after an option - is
granted in order to exercise any

the first 12.months it becomes
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part of it. (Earl'er the stipulation
was 18 months.)

“4. A matured option may be
exercised -after termmatlon of
employment only by an annuitant
or by the estate of a deceased op-
tionee. (Earlier, others had this
p11v1lege for a hmlted period.)”

“Reset” in Reverse

Moreover, at least one manage-
ment has gone the whole-hog in
actually reversing the “Reset”
process to take effect  against
itself. At U. S. Steel’s annual
meeting this ~ week, . Chairman
Blough - disclosed that he and
other .top management executives
had taken pay cuts (Mr. Blough'’s
amcunting to 5%) because of the
corporation’s reduced earnings.

POPULATION DILEMMA
—ITS ECONOMIC IMPACT

The wide scope of the economic
impact covered, or so deemed, by
the population explosion and
“inflated” birth rate were strongly
highlighted - at the deliberations
over the four-day weekend at the
American Assembly. This au-
thoritative organization is semi-
annually hosted at Columbia
University’s Arden House in Har-
riman, New York:

Indicated below (with emphasis
added), are these items excerpted
from the Group’s Final Report.

“Present and prospective world
rates of population growth cannot
be maintained indefinitely. Such
growth contributes and creates
substantially to the perpetuation
of low levels of living for two-
thircs of mankind, and creates
difficult problems of adjustment
in - the economically advanced
nations.”

“A high birth rate obstructs the

economic development of low in- :

ccme countries' in a number of
ways. It diverts - resources: and
hampers economic growth in the
less developed ' economies and
makes it necessary to provnde for
a larger population rather 'than
for a higher level of living. It
contributes to imbalance in rural-
urban and regional - population
distribution. It generates an age
structure with large numbers of
young -dependents. in relation to
workers. It impairs efforts to im-
prove the quality of a population
by restricting ver capita expendi-

tures for improving health, rais-

ing educational levels, and teach-
ing new occcupaticnal skills. It
reauces natural resources
capita.” g

“Rapid - population growth has
undcubtedly contributed to addi-

“tional effective demand and thus

to increased  efonomic growth.
Although there are no insuperable
eccnomic difficulties .in the short
run, we see.increasing dangers in
the continuation of the present
rate of growth that weould couble
the population ‘every forly years
with the prospect of constricted
sccial opportunities and progres-
sive crowding.

“Accelerated population .growth
has already intensifiel probleis
of urban conge:tion, elucat’on
and transportation, and contrib-
uted to pollution cf air and water

per.

will requlre spec1al attﬁntlon

QUOTE-OF-THE-WEEK
From RICHARD N. GARDNER,
Deputy Assistant Secretary  of
State, addressing -the American

Assembly’s Conference on The -

Pcpulation Dilemma, Columbia
Universily Camp us, Harriman,
N. Y., May 4:

“One week last December I
found myself at the U, N. dealing

simultaneously with outer space:

and the population explosion. The

relation. between these two.sub-,

jects is.well known. I am sure
many of you saw.. the article by
the Soviet scientist which said

there was no population explosion:
because the surplus people. could,

be exported to other planets.

“At the U. 'N. this proposal. is
known as the Soviet plan to solve
the population prcblem by means
of artificial dissemination.”

FROM OUR MAIL BOX

The Government’s Appraising
Difficulties

Our article (of April 4, last), to

which the following communica-

tion ;ﬁom the Commissioner of

Internal Revenue is addressed,

cited current auction sale results’

as demonstrating the great diffi-
culty of realistically valwing Art
——particularly for tax purposes.
We' cited in detail the sale reali-
zations-versus-the-advance
mates.
form divergence from sale-to-sale;
as well as others showing crezy-
quilt variations, both upward and
downward, vis-a-vis the respec-
tive estimates. The latter intra-
sale divergence apnlied 10  indi-
vidual items within a mrgle auc-
tion has been strikingly mani-
fested at recent New York and
‘Newport sales. )

csli-

Such wide intra-sale divergen-e
has, since our article’s prblication,
again been registered-at Sotheby
& Co., the London auctioneer, in
its Wolf Collection sale of April
24.

DEAR ‘MR. MAY:

I have read with interest your
article entitled *“The Un-Ap-
. praisable. Art Market,”
appeared. in The Commercial
and Financial Chronitle cof

April -4.

Tre article effectively' pin-
points problems faced by tax-
payers seeking a prcper value
for ‘a work of art. By the same
token, it denotes difficulties
confrenting the Internal Reve-
nue Service in determining fair

showing substantial uni-

.into four major, categories:

which "

. Thursday, May 9, 1963 .

market value _of ‘specific " items
of this nature. I’ feel: certain
that knowledge of these prob-
_lems will make donors..of art .
objects more aware of their re-
sponsibilities in determining fair
market values for tax purposes
and thereby assist the Service
in fair and effective adminis-
tration of the income tax laws.

Your article has undoubtedly
contributed toward a better un-
derstanding of a -basic-problem
encountered in the valuation of
art. objects.

" MORTIMER CAI_’LIN :
COMMIESIONER " -
R Treasury Dept:~
Internal Revenue Service,
Washinzton, D. C., May 2, 1983

U. S. Steel Grants
To Education

A $£2,480,000 program of aid to ed-
ucation, with grants to 766 liberal
arts colleges, universities, and in-
stitutes, and to 26 organizations
dedicated to
-raising - the
gquality of
teaching and
learning in
America, has
been an-
nounced by
Roger M.
Blough,
Chairman of
the Board of
Trustees of
United States
Steel Founda-
tion, Inc.
“The Foundation’s tenth anni-
versary program of aid.to educa-
tion,” said Mr. Blough, “marks a
decade of effort by the Trustees
to enhance the quality and- serv-
ice. potential of a broad segment

Roger M. Blough

of educational institutions, organ- """

izations, and special programs and
projects.”

grants fall’ |
(1) .
about 33% of the total, $820, 000, is

for unrestricted operating  grants

to colleges, universities and in-

stitutes; (2) about 48%, $1,160,-

000, is for major-purpose or capi-

tal grants; (3) about 9%, $245,000,

is for ‘aid to organizations and .
projects for improvement of edu-

caticnal methods and administra-

tion; and (4) the balance of about

10%, - 255,000, is for graduate-

study fellowship. grants for uni-

versity - chosen ~doctoral- -candi-

dates.

The Foundation’s

Japanese Securities

YAMAICHI

Securities Company

of New York, Inc.

and crowding of cut oor recrea-
tional facilites. It has required
Federal; state and lccal govern-
ments to provi‘e new and ex-
parded nublic facil'ties and serv-
ices. with consequent increased
. taxdtion. Furthermore. the wave
in: young workers now  en'ering
the laber force constitutes a. seri-
ovs c"allenaz to owur “e~onom
which i3 alreadv confroate' bv
readivstment to tié ‘alvent cf
automaticn, These challenges'

needed for paid-in capital and surplus. About 7% us=d, bal-
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*WestGefmany’sFuture |
Now That Boom Is Over

By Fnlz Berg,® President; Federation of Gernian Indastries, and
President of Wilhelm Berg Co., Cologne, Germany.

- jTop West German industrialist unequlvocally answers three critical
- questions most frequently: raised ahout Gerriany’s economic future,
‘attifude” toward ‘U. K.'s admission to ECM, and. particlpatmﬁ in Free

: - World’s ‘burdens. One, he avers that the”boom in his country is:

over and, like the U.S.A, has caused some concern ahout future: .
“economic growth. Nevertheless, two,” Mr, Berg is - not -pessimistic:
- providing the impasse over U. K.'s entry into: the ECM. is- resolved
without delay and we can apply our National Trade Expansion Act
of 1962 to help lay the foundahon for expanded world trade. In fact
Germany is said to be ar_lxmus to see U, K. made a full trading

partner, and is just as anxious

to see a true Common Atlantic

Market wherein the flow of goods is no longer burdened by customs

barriers and protectionism. His third -answer points out that foreign

aid expenditures already are close to the 19 of GNP international

formula and that Germany does not intend to provide any concern

about its willingness to meet fully Free World’s obligations. Mr.. Berg
is dubious about Germany's import-pace and wage-inflation.

I will concentrate on highlight-
ing briefly three factors within
the  framework of my topic:
- “What is the future of booming
West Ger-
many’s econ-
omy?” These
three factors
are: first, Ger-
many’s inter-
nal economy;
second, its at-
titude toward
m-embership
of Great Brit-
ain and the
“other EFTA
countries "in
the Common
Market; and
third, the Federal Republic’s role
in. meeting its obligations toward
the Free World.. Outside of Ger-
many including the United States,
some .misunderstandings, if hot
misconceptions, are prevalent
about these three subjects. Per-
haps my opinions can help to form
a  clearer picture about these
problems.

Fritz Berg

First, .about the German econ-
omy: We in Europe are in the
long run .governed by the com-
mon expression, “What happens in
America today happens to us to-
morrow.” In other words, the de-
velopment of our civilization in
~Germany, our technology,
standard of living -and everything
else follows in.the' long run the
pattern established by the United
States. But, says Lord Keynes, “In
.the long run, we shall all be
dead.” So let us look,.therefore, at
the problems facing us in the
short’ run—the. ups and downs of
the economy, " particularly- those
that make themselves felt on this
side of the ocean as well.

I would like to cite a few facts
and {figures in this connection.
For years the Federal Republic
has bought more from the United
States than America has bought

our

in Gerrﬁany. During the last five
years the. exports of the United

States to Germany have risen un--

interruptedly. Without wanting to
be a prophet I would assume that
this  trend will continue. At the
same time Germany is also a good
customer of those European coun-
tries which are also strong buyers
in the American market.

The Germany market therefore
has a two-fold importance for
America. We have constantly
liberalized the imports of foreign
products. Nor are any efforts be-
ing made now to reverse this open
door policy. On the contrary it
was just a few days ago that the
German Government succeeded in
obtaining the agreement of its
partners in the Common Market
to effect a further reduction of
trade barriers. This step was tak-
en in connection with the forth-
coming GATT negotiations which
will try to work out mutual tariff
concessions and thus implement
the National Trade Expansion Act.
The Common Market, for its part,
has already announced a 20% re-
duction of its external tariffs on
industrial products.

* Germany’s Boom Is Over -

But you may ask what good all
these European and German in-
tentions for promoting trade are

if business takes a turn for the:

worse over there, The fact is—and
my opinion is shared by industry

as well as government—that the

German boom is over. To be sure,
there is no reason for outright
pessimism but, like the U. S., we
too now have our worries about
economic growth. After the col-

-lapse of 1945 and the currency re- .

form of 1948 we managed to build
our economy, but on an extreme-
ly small capital foundation. In-

‘deed without generous American:

support; notably through its Mar-
shall Plan Aid, it would hardly
have been possible for us to suc-
ceed. By the way, it was a good

WE TAKE PLEASURE IN ANNOUNCING THAT
‘ JAMES F. KERESEY

IS NOW ASSOCIATED WITH US AS A
VICE PRESIDENT AND DJRECTOR

DONALDSON, LUFKIN & JENRETTE, INC.

some time now,
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American - investment. since  we,
in turn, are now able to give aid
to the developing countries.

Wage Inflation
If I say that our economic sit-
uation has changed, I do not mean
only that ‘our. incoming . orders
and profits have declined but also
that,  compared - to: industries in
other -countries, - our' plants ‘are

 working on teo small ‘a capital
. base and, to make matters worse,

our taxes and labor costs make it
extremely difficult to form capi=
tal, just at'a timeé when we need
a hlgher rate of investments.

Naturally, the German capital
resources are not comparable with
Amerlcas and neither is ' Ger-
man productivity. But I do‘want
to emphasize the importance of
our labor costs.” Since my visit to

‘Detroit in 1951, industrial wages

in Germany have risen an aver-
age of 130%, that is, they have
more than doubled. During this
same period, your wages, I hear,
have increased only by one-half,
though this is also quite a jump on
top of a higher wage level than
ours. )

We have experienced these
wage increases in spite of the
fact that we have drawn some
700,000 foreign workers into our
labor force. You see, we too, have
a labor problem, but ours is one
of shortage. It has the disadvan-
tage that labor is in a stronger
position to raise its demand not
only for higher wages but also for
a shorter work week. As a result
the - 40-hour week now prevails
in most industries compared to
45' hours some years ago., For
Germany has
been the nation with the highest
wages and the shortest average
work week in Europe. This situa-
tion worries me. Where are we
to get the capital that we need so
urgently merely to invest in

‘equipment that will raise our

productivity to the point where
we can catch up with the wage
increases.

Right now we are faced wth
another wave of- wage demands

- by the metal workers union which

sets the pace because nearly half
the German . industrial - workers
belong to it and because ‘it is the
strongest union. If wages should
once again rise beyond increases
in productivity it will be a fur-
ther blow to.Germany’s competi-
tive standing in world markets

and thus ultimately limit Ger-
‘many’s capacity to import because

our balance of payments position
is already unfavorable, with a
deficit of $500 mil. Contributing
to this condition was the upward

i

revaluation of ‘the DMark which
made our products more expen-
sive abroad but imported prod-
ucts such as yours, cheaper in
Germany. Nevertheless we have
reduced our tariffs beyond the
limits prescribed by international
agreements: Such a liberalization
of imports coming-into Germany
has not only opened our markets
to foreign producers to an ever=
increasing extent' but these im-
ports have -also ' intensified -the
competition for our domestic pro-
ducers - and put our industrial
prices under pressure.. However,
it looks as.if rising costs and taxes
will change-all that.

UK’s Admission to EEC

But instead of turning to pro-
tectionism—and now I am com-
ing to my second point—we. in
German industry have welcomed
all efforts to widen the markets
of the world~and in particular to
intensify ‘the trade 'within the
Atlantic Community. It is espe-
cially for this reason that Ger-
man_industry has considered the
postponement of Great Britain’s
entry into the European Economic
Community, the Common Mar-
ket, as a tragedy. It is impera-
tive and indeed natural that
Britain should belong.

Our government. and industry
fought for this solution. = States-
men and industrialists both know
that the success of America’s Na-
tional Trade Expansion Act would
be limited if Great Britain were
to be excluded. It is yet another
reason why we regret the mis-
understanding that has arisen out
of this situation. I am not the type
to sidestep an-issue, or to couch
my words in diplematic terms. I
therefore want to say categoric-
ally that, at this very time, when
both the German Government and
industry recognize that our eco-
nomic growth is lagging, it is most
important to us that everything
should be done to promote the
development of European integra-
tion. The collapse of the negotia-
tions in Brussels was for Europe
as well as the Free World a seri-
ous setback. German industry has
always been a consistent and
resolute supporter of Great Brit-
ain’s membership in the Common
Market, Therefore, we do not con-
sider the decision in Brussels a’
final. -Europe would make a de-
cisive mistake if the integration
of the six Common Market coun.
tries were to lead to an economic
and possibly a  political split on
the Continent .and even to a
breakdown of the Common Mar-
ket.
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German industry would be es-
pecially hard hit by such a dével-
opment. Among the six Common
Market partners- we maintain by
far the closest trade ties with the
seven nations of the EFTA, the
European Free Trade Association:

‘It has by this time’been con-
ceded by all. sides that normal
and good relations' between
France -and Germany -are the
basis for. European integration:
The establishment of French<
German friendship was, with the
support of all Western nations;
the principal aim . of .-German
foreign policy after the war. That
we achieved this goal is to Chan-
cellor Adenauer’s credit. To: this |
end German industry had been
active in supporting the Shuman
Plan even though .its provisions
demanded many a sacrifice from
German producers. German’ in-
dustry gave the same support to
the acceptance of the Treaty of
Rome which founded the Com-
mon Market. Together with
French industry it recognized that
French - German understanding
was the basis of European unity.

Recalls 1951 Position ;
Back in November 1951, when
I came to Detroit with Gecrges
Villiers, the President of the Na-
tional Council of French Industry,
the leading French industrial as-
sociation, we pointed out the im-
portance of French-German un-
derstanding as a basis for solving
all European problems and 'we
stressed the resolution of both in-
dustrial ‘associations to work co-
operatively toward this goal.
Nor have we ever forgotten the
strong determination of the
United States to further European
unity. It is particularly. for this
reason that we very much regret
that the French-German Treaty
of Friendship has evidently been
entirely misunderstood . in~ the -
United States, but it is just as
unfortunate that France’s veto of
Great Britain’s acceptance in the
Common Market came just at the
time when the French-German
treaty was being signed. These
are also the opinions of Chancel-
lor Adenauer with whom I talked
after the collapse of the negotia-
tions .in Brussels, Dr. Adenauer
assured me during our conversa-
tion that-even he was completely
surprised by De Gaulle’s action.
Nevertheless French-German un-=
derstanding is the base of Euro-
pean integration. It is viewed as

Continued on puge 45
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TaX-Exempt

Bond Market

BY DONALD D. MACKEY

The effective placement of the
$115,000,000 Placer. County Water
Agency, California issue late last
‘Wednesday (May 1) climactically
lifted the state and municipal
bond market from its doldrums
and initiated a spasm of activity
that has resulted in a brighter
market this week. "Although the
market is higher, it should be
generalized that it is not perva-
sively higher in.the sense that
all prices -are stronger. There
continues to be a specific - de-
mand for certain new issues that
has broadened enough during the
past week so as to generate some
ccllateral interest in the sec.ond—
ary market to. the end ' that
inventories have been moderately
‘reduced.

As the calendar is presently a
dight one, dealers have reacted
by again reaching to purchase
new issue offerings lest a possi-
ble fast one be missed or. even
one that may be destined for
better than half sold.

Inventory Still High

We are not intimating that in-
ventcries have been recently
much reduced; they are merely
" reduced from a recent high level
coincident with a. quiet .market.
Acccrding to the Blue List,
state and municipal bond offer-
ings reached something wunder
$€25,000,000 on Avpril 22. The May
8 volume of offerings totaled
about $594,652,500. The quixotic
pattern of demand is such that
inventories may remain at this

‘total or higher almost indefinitely.

since recent investor interest is
quite  svecific as well as being
only sporadic. It absorbs certain
issues while eschewing com-
parable relatively priced offer-
ings.

Yield Stability More Significant
Than Bare Statistics
' Despite the heavier dealer in-
ventory burden, the inevitable
increase in new issue volume and
the market’s already relatively
high level particularly for new
issues, the Commercial and Fi-

nancial  Chronicle’s yield Index,
which averages the yields from
13 specific high grade 20-year
general obligation bond offerings,
shows a slight decrease again this
week. The Index on May 8 was
2.926%, against 2.938% a week
back. This .012% = decrease in
yield translates to an average
market rise over the week of
one-eighth of a point.

The more or less tiny weekly

changes in the Index and the.

market are symptomatic of the

‘general problem of the market-

place: a prevailing lack of gen-
eral investor demand interspersed
with ‘intense bank investor in-
terest in. certain new issues.

Partly as a result, the market

' "has taken on a listlessness effec-

tively portrayed by our recent
Index. figures. It has registered
between 2.991% and 2.888% since
early October of last year. In
points, this represents a range of
only about 1% points. Obviously
this has been a most unexciting
period for dealers and at least a
difficult one for most investors.
The dealers have found the period
less profitable than is normal, too.

Calendar Remains Light

The scheduled and tentatively
scheduled new  issue offerings

.through mid-June now total a

little more than $450,000,000, This
total includes the following siz-
able issues: $25,000,000 Port of
New York Authority on May 14;
$48,755,000 State of New York
on May 15; $25,000,000- State of
Tennessee on May 21; and $57,-
200,000 Nevada Irrlgatlon District,
California Electric Plant revenue
bonds tentatively scheduled for
sale in early June. For this time
of year the calendar is extremely
light and it is made more so by
the fact that there are no sizable
or important negotiated type is-
sues presently being readied for
springtime flotation.

From today’s purview it would
appear that the state and munici-
pal bond market faces' no glut
through the pressures of new is-
sue financing and that therefore,

MARKET ON REPRESENTATIVE SERIAL ISSUES

New Jersey Hwy. Auth,,
New York, State

New Housmg Auth, (N.Y., N, Y.). 3% %

Los Angeles, California
Baltimore, Maryland
Cmcmnati Ohio (U.T.)_
Phlladelphla Pennsylvania
*Chicago, Illmms

May 8, 1963

——

*No apparent availability.

Rate , Maturity
1982

- 1981-1982
1981-1982  3.05%
1981-1982  2.95%,
1974-1975: 2.70%
1981-1982. 3.00%
1981-1982 3.109%
1981-1982 3.15%
1981 3.00%
1981 3.05%
1981 '3.20%
1981 3.20%

3% ' 1980 3.70%
Index=2.926%

Bid
3.15%
3.05%

Asked
3.05%
2.95%
2.90%
2.80%
2.55%
2.90%
2.95%
3.05%
2.90%
2.90%
3.05%
3.05%
3.00%

2.90%"

Bought

3 New York Stock Exchange

TEL. HA 5.7300 +

For Banks, Brokers and Dealers

Foreign Securities

Sold

ﬂ. Vanden Broeck, Liher & On,

ME'\IBLRS =

125 MAIDEN LANE, NEW YORK 3sg

" TELETYPE 212 571 0525
Private ere Svstem to Canada ‘

Quoted

American Qtock.Exclmnge

pitized for FRASER
p://fraser.stlouisfed.org/
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through inference at least, the
high level of inventory may pose
no real threat to the market’s
level.

Dealer’s New Technique i
As it becomes generally ap-
parent that negotiated type.issues
will not prevail to the extent that
they .once did, dealers are at-
tempting to face up to their prob-
lems under these new circum-
stances. Large, comfortable posi-
tions with firm bonds at attractive
spreads are apt to be less frequent
experiences.. Most of the ‘large
revenue issues have recently been
sold at public bidding. Until re-
cently one bid was forthcoming in
such situations: with hundreds of
dealers accepting smaller partici-
pations and receiving a commen-
surate profit. With the pressure
on for profits, dealers are now
taking much larger cuts in these
king sizé competitive deals in an
effort .to bolster the coffers.
For example, major participants
now take from three to five mil-
lion bonds in bidding competi-

tively for issues totaling from $50

to 100 million. On occasion; par-
ticipations go much higher.

Risk Reduced

. This new tendency may not be
as sveculative a procedure as it
appears, to be to many. The risk
has been limited to some degree
by the steadier bond markets that
have prevailed for over a year.
Whereas, the municipal bond
market usually varied up to 10
points or even more within a 12-
month period through the years,
such swings seem to have been
considerably dampened in recnnt
market history..

The new technique is at least
bold and “it may help dealers
through this important transition
in the business. It could also
break a few. s :

The new issue caleridar for the
past week totaled a modest
$176,565,000 of new tax-exempt
bonds and of this total there were
but two issues of general marke‘c
importance selling at competitive
bidding.

Lone Bidder Takes the Week’s
Major Issue’ :
The Washington Public Supply
System (Hanford Project)
awarded $122,000,000 Electric
Revenue serial (1967-1986) " and
term (1996) bonds to William S.
Morris & Co., bidding (as usual)
alone. The bid figured a net in-
terest cost of 3.2601%. The
Tunner-up bid, a 3.313% net in-
terest cost, came from the account
managed by Halsey, Stuart & Co.,
Inc. and the third bid, a 3.332%
net interest cost, was made by the
syndicate headed jointly by
Smith, Barney & Co., The First,

-Boston Corp., Blyth & Co, and *

White, Weld & Co. Another bid, a
3.3445% net interest cost, was
made by John Nuveen &: Co. and
associates.

Vast Project
This system, a municipal corpo-
ration and an operating agency
of the State of Washington, was

‘orgamzed in Jan. 1957, The sys-

tem is composed of sixteen oper-
ating public utility districts in the
State of Washington. It is em-
powered to acquire, construct and
operate plants, works and facili-
-ties for the generation and for
transmission of electric power and
energy. In carrying out its pow-
ers, the system may exercise the
right of condemnation of lands,
rights-of-way and properties.
The project to be constructed to
utilize the: Atomic Energy Com-
‘ Continued on page 45

State ']Zeéghers’ Colleges, Tex

Larger Issues Scheduled For Sale

In the following tabulations we ‘list the bond issues of

May 9 (Thursday)
Harrison County S. Bldg. Rev., Ky. 1,550,000
Niagara Falls (G. 0.), N. Y 2,650,000
May 13 (Monday)
1.800,000

1,000,000 -

May 14 (Tuesday)

Chicago Park. Dist., Imp., Ill 6,000,000
Cook Co, Bremen Tp., Comm.,

H. S. D. No. 228, Iil
Delaware (G, O.)-iovoionl Caoion
Denver, Colo
Lafayette, La
Oconomowoc, Etc., Jt. SD, #3, Wis.
Oxnard School District, Calif
Port of N. Y. Authority
St. Bernard Sch. Dist, No. 1, La....
Tacoma, Wash: o loenand, woic o
Wichita, Kansas

1,350,000
9,628,000
1,170,000
6,600,000
3,900,000
1,250,000
25,000,000
1,300,000
4,780,000
4,155,000

May 15 (Wednesday)
6,000,000
1,040,000
2,900,000
2,150,000
7,000.000

- 4,315,000
1,370,000

Augusta, Ga
Bridgewater Township, N.J
Dupage Co. Tp. H. S. D., No. 87, I1l.
Fargo School District, N. D
Gainesville W & E Revenue, Fla.__
Hoboken, N. J
Massena, N. Y
Monmouth County, N. J 1,333,000
New York State Housing 48,755,000
May 16 (Thursday)
Hawaii G O. (Honolulu) 10,000,000
Livingston Co. Tp. HSD #90, I1l.__ 1,726,000
Ogden: City, Utah 2,000,000
' . May 17 (Friday)
Kansas State Board of Regents,
Kansas State University 1,170,000
May 20 (Monday)
Solon Local Sch. Dist., Ohio 1,300,000
Springfield Pub. Bldg., Comm., I1l.  3,500.000
May 21 (Tuesday)
Cleveland, Ohio .
Coral Gables, Fla
Monroe, La

1,0£0,000

6,000,000

4,372,000

Tennessee (Highway, Education &
Mental Health)

Toledo, Ohio .

25,000,000
3,770,000
1,595,000

‘May 22 (Wednesday)
Sprmgfleld S. D. No. R-12, Mo._._. 1,750,000

May 23 (Thursday)
Penn. State P. S. Bldg. Authority 23,260,000
Waldwick S. D, N. J d 2,725,000

-May 24 (Friday)
Northwest Missouri State Coll.._. 4,905,000
Valley Center Mun, Water D. Cal. .1,250,000

May 27 (Monday) -
Kane Cook & Du Page -Counties
Community Sch. Dist. #U46, I11. 2,400,000

: May 28 (Tuesday)
Cherry Hill Sch. Dist., Mich 1,600,000
DeKalb Co. W & S Revenue, Ga. 5,000,000
Excelsior Union H. S, Dist;, Calif. 1,532,000
Gregory-Portland Ind. S. D., Tex. 2,050,000
Palcs Verdes Peninsula Unif. S. D.
California 1,500,000
4,650,000
10,500,000

May 29 (Wednesday)

; 3,253,000

10 000,000

5,815,000

6,000,000
June 3 (Monday)

Carlsbad Mun. Sch. Dist., N, M.___ 1,250,000

Louisiana State Univ. & A. & M
College

Columbia S. C

Dallas Indep. Sch. D1st., Texas...

2,990,000

June 4 (Tuesday)
DeKalb County Sch. Dist, Ga._.__ 2,550,000
Louisiana State Bond & Buxldlng
Cemmission
Ohio State Underground. Parking
Commission
St. Tammany Parish Parish-Wide
School Distriet, La.____ e

15,000,000
6,000,000
1,950.000

5 (Wednesday)

Nevada Irrxgatlon Dist., Cahf 57,200, 000

June 6 (Thursday).
Albuquerque School District; N. M. ; 5,000,000
Sacramento Mun, Util. Dist., Calif. _10,000,000

o R A, e T T e e o e - e

1964-1993
1963-1980

1963-1978"

1965-2002

1965-1983

1965-1931

1964-1983

1966

1965-1992
1965-1983
1964-1983
1963-1994

-.1965-1988

1965-1983
1964-1583

1965-1993
1964-1983
1964-1977
1966-1983
1966-1998
1965-2002
1964-1993
1964-1988
1965-2013

1966-1983
1964-1979
1966-1990

1965-2002

1964-1983

13,150,000

1964- 1979
1966-1993
1965-1976
1964-1983

1964-1939
1965-1979

1963-2002

1965-1984

1964:2002

1964-1992

1964-1988
1964-1936

1966-1938

11964-1988

1966-2003

1964-1983
1964-1982

1964-1973

1965-2002

- $1,000,000 or more for which specific sale dates have been set

10:00 am.
2:00 p.m.

Noon
10:30 am.

10:00 am,

7:30 pm,
11:00 a.m,
10:30 a.m.
10:00 a.m.

7:30 p.m.
11:00 a.m.
11:00 a.m, -
11:00 a.m.
10:00 a.m.
10:00Ia.m.

11:00 am.-
8:00 p.m,
8:00 p.m,
11:00 a.m.
11:00 a.m.
11:00 a.m.
2:00 p.m,
11:00 a.m.
Noon

2:00 p.m.
8:00 p.m.
6:00 p.m,

10:00 a.m.

11:00 am,
7:30 p.m.

Noon -
8:00 p.m,

3:00 p.m.

10:00 a.m.

10:00 a.m. :

10:00 a.m.

11:00 a.m.
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Bahk of England Head
- Faults Rigid Deposit Rates

By Paul Einzig

Dr. Einzig writes most approvingly of Lord. Comer's strong criticism
of the British banks” “gentlemen’s agreement” keeping interest rates
from responding to changed market conditions. He blames this long
standing practice for helping to bring. about Euro-sterling deposits .
and for preventing time deposits from expanding — a situation found
analogouys to the deadening effect of our past Reg. Q rates insti-
gating Euro-dollar deposits and keeping time deposits down until a
higher fixed rate was. decreed. The noted economist explains how
Euro-sterling as well as Euro-dollar deposits have abetted specula-
tion against sterling and how untied deposit rates could reduce—
though net-end — the problem..

LONDON. England—Both Ameri-
can and British interest rates
allowed on time deposits are pre-
ventel from adapting themselves
to fluctuating supply-demand re-
laticnship. But while in the
United States rigid deposit rates
are imposed on the banking com-
munity by the authorities, in
Britain it is the banks themselves
who have adopted and are main-
taining fixed rates in face of of-
ficial criticism of their policy. On
a recent occasion the Governor
of the Bank of England, Lord
Cromer, came out strongly against
the ‘“gentlemen’s agreement” un-
der which ' British  commercial
banks have undertaken not to
pay interest in excess of 2% be-
low the bank rate of the day. .

That rate has. beeh_ in, exist-
ence throughout the postwar pe-

riod and was largely responsible

for the.development of the mar-

ket in Euro-sterling. deposit in.

Paris ‘and other continental cen-

* ters, just as Regulation Q was

largely responsible for the devel-

opment of the market in Euro- .

dollar deposits in London, Paris

.and elsewhere. Non-resident 'de-

positors of - sterling have . dis-

. covered that they can earn much

|
I
|

higher interest on their sterling
deposits ‘if they re-deposit them
with a bank outside the United
Kingdom, and this is done on a
fairly large scale.

Other Consequent Disadvantages
. Lord Cromer’s main argument
in favor of removing the artificial
limit to ‘interest on deposits is
that it prevents deposits from ex-
panding adequately, He: did . not
refer to the development of the
Euro-sterling market. Yet from
the point of view of sterling’s de-
fenses and of the efficient en-

forcement of monetary policy,-

that development, together with
the development of the Euro-dol-
lar market, has some very distinct
disadvantages,

* Any speculative attack on ster-.
ling woul_d be greatly assisted by

the existence of the considerable
amount of Euro-sterling deposits
that are available for speculators.
By borrowing Euro-dollars and
selling spot sterling they can run
up a short position in sterling in
anticipation of a devaluation. This
is what happened quite recently,
when, following on the break-
down of the. Common Market
talks and on the revival of agita-
tion in favor of devaluation, an
attack developed against sterling.
It took largely the form of bor-
rowing Euro-sterling deposits for
two days- and selling the spot
sterling, renewing the loan every
two days. On the assumption that
a' devaluation was imminent it
was a very cheap way of specu-
lating against sterling. :Actually,
since the operation. had to be
renewed by persistent. speculators
quite a number of times, and the
rate for two. day’s Euro-sterling

deposits was abnormally high, the

exercise has proved to be rather
a costly lesson to depositors. .

Abetted Speculation Against
) Sterling

It is of course arguable that, in -

the case of Britain, only non-
resident holders of sterling can

lend their sterling deposits in the

market for foreign deposits, and
that these holders are in any case
entitled to sell their sterling any
time. .But it very often happens
that holders of a currency are not
sufficiently pessimistic to realize
their holdings, while at the same
time speculators are prepared to
operate in anticipation of its de-
preciation. In such situation the
fact that foreign-held sterling de-
posits become freely available in
the market for foreign currency
deposits provides speculators with

additional opportunities. For one.

thing, the existence of an alterna-
tive method of speéulating against
sterling keeps the discount on
forward sterling relatively nar-
row, so that it indirectly encour-

ages also the conventional method

of speculation.

From the S. E. C.:

Register

WHAT’S AHEAD FOR.BROKER-DEALERS?

Hear 20 Experts on S. E. C. Problems
and the Securities Markets Study

Friday and Saturday, May 10 and 11

Milton H. Cohen, Manuel F. Cohen,

Philip A. Loomis, Jr., Llewellyn P. Young
On Disciplinary Proceedings: Frank J. Coyle, NYSE;
Marc White, NASD; and a panel, Saturday, 9:30 a.m.

Factors in Incorporating, Saturday, 2:30 p.m. -
At the Statler Hilton Hotel
Fee $100 includes lunch on Friday:

PRACTISING LAW INSTITUTE

20 Vesey Street, New York 7, N. Y.

at Hotel

BArclay 7-9170

gitized for. FRASER

S U ;

o

Need to Untie Deposit Rates
An' increase in British deposit

rates would not bring the Euro--

sterling market to an end, any
more than' a removal of Regula-
tion Q would bring the Euro-dol-
lar markét to an end. Having
come into existence, markets. in
foreign currency deposits will re-
main a permanent part of the
international monetary mecha-
nism, even though the volume of
transactions is likely to have its
ups and downs. But higher British
deposit . rates would reduce the
volume of Euro-sterling, and thig
would mitigate the extent to
which this device would contrib-
ute to speculative pressure. This
may not be of immediate impor-
tance, for at present sterling
seems to have overcome the pres-
sure, but once.the date of the
general election is announced it
is bpund to come under pressure
again, :

Actually the Euro-dollar mar-
ket tends to interfere with official
British policies more than the
Euro-sterling ‘market, because of
the development of additional tfa-
cilities for British banks to obtain
credits out of resources which are
not under the control of the Brit-
ish monetary authorities. At the
moment this causes no headache
in official circles, because the
official policy is expansionary. If
business expansion is financed in

- part - through borrowing ~Euro-

dollars:  and’ swapping into ster-
ling, the authorities have no cause
for werrying so long as they are
in favor of expansion. But sooner
or later they are bound to revert
to credit ‘squeeze, no matter how
unfashionable that. device is at
present. When that occurs it will
become necessary for the authori-
ties to go much further than they
would have to go in the absence
of Euro-dollar facilities, because
they will have to neutralize the
expansion due to the use of those
facilities.

1962 Net Income of
Commercial Banks

Net' income after taxes of the
nation’s 13,124 insured commer-
cial banks in'1962. remained on
the plateau of the preceding two
years, Chairman Erle Cocke, Sr.,
of the Federal Deposit Insurance
Corporation announced, The fig-
ure of $2,004 million compared
with $2,003 million in 1960 and
$1,996 million in 1961,

Total current operating revenue
increased 10% in 1962 to $12,219
million. But a 15% advance in
current operating expenses to $8,-
589 million offset the greater rey-

(1899) 7

enue, leaving th'e banks with net
current operating earnings prac-
tically unchanged from 1961.

About three-fifths of the in-
creased income in 1962 was de-
rived from loans. The growing
importance of ‘the bank’s munici-
pal portfolio was reflected in a
21% growth in income from this-
source.

Almost two-thirds of the rise in*
current operating expenses in’
1962 came from interest paid on’
time and savings deposits. Such
payments of interest totaled $2,-°
845 million, 35% greater than in®
1961, ‘and represented an average:
of 3.18% paid on such deposits.
Salaries and wages of officers and’
employees totaled $3,073. million,
6% more than in 1961, most .of:
the advance resulting from a 4%
increase in the number of ‘such,
employees, e

Net current operating earnings
of $3,630. million were unchanged '
from 1961. Larger charge-offs in’
1962 contributed to lower income
taxes which resulted in relatively
unchanged net income after taxes.
Such net income represented a :
return of 8.8% on' total capital
accounts, as compared. with 9.4%
(on smaller capital accounts) in
1961. A slight increase in divi-
dends to stockholders resulted in
somewhat smaller additions to’
capital from income, :

i o

} New York.

that day.

_May 7, 1963

THE PORT OF NEW YORK AUTHORITY

‘Proposals for all or none of $25,000,000 of The Port of New York Au-
thority, CONSOLIDATED BONDS, TWENTY THIRD SERIES,
DUE 1994, will be received by the Authority at 11:00 A.M., E.D.S.T.
on May 14, 1963, in Room 1510, at 111 Eighth Avenue, New York 11,

Each offer must be accompanied by a certified check or cashier’s
check in the amount of $500,000. The Authority will announce the
acceptance or‘_rejection of bids at or before 6:00 P.M., E.D.S.T. on

Copies of the prescribed bidding form, of the Official Statement.
of the Authority and of the resolutions pursuant:to which these bonds
are to be issued, may be obtained at the Office of the Treasurer of the
Authority, 111 Eighth Avenue, New York 11, N. Y.

THE PORT OF NEW YORK AUTHORITY

S. SLOAN COLT
Chairman

JAMES C. KELLOGG, Il
Vice-Chairman

HOWARD S. CULLMAN
Honorary Chairman
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DEALER-

INVESTMENT

BROKER
LITERATURE

AND RECOMMENDATIONS

' T 1S UNDERSTOOD THAT THE FIRMS MENTIONED WILL BE PLEASED
TO SEND INTERESTED PARTIES THE FOLLOWING LITERATURE:

Banks and Trust Companies of the
United States — Comparative fig-
ures for first quarter—New York
Hanseatic Corporation, 60 Broad
Street, New York 4, N. Y.

Canadian Gas & Oil Warrants—
Figures on 12 issues—Draper
Dobie & Company, Ltd., 25 Ade-
laide Street, West, Toronto, Ont.,
Canada. Also available are analy-
ses of Granduc Mines Ltd. and
Willroy Mines Limited.

Canadian Steel Industry—Analyt-"

ical borchure— McLeod, Young,
Weir & Company - Limited, 50
King Street, West, Toronto, Ont.,
Canada.

Commercial Bank Stocks—I14th.

annual edition—reviewing nine
New York City Banks, 41 out of
town banks; and six bank holding
companies—First Boston Corpora-
_tion, 20 Exchange Place, New
York 5, N. Y, Also available are
comparative figures on New York
City Bank Stocks as of March 31.

Drug Invdustry—D'etailed appraisal
—H. Hentz & Co., 72 Wall Street,
New York 5, N. Y.

Drug Stecks—Analysis—Evans &
Co. Incorporated, 300 Park Ave-
nue, New York 22, N. Y. Also
available are comments on Ray-
ette,

Gold—Past and future—Brochure
—W. E. Hutton & Co., 14 Wall
Street, New York 5, N. Y. Also
available is ‘an analysis of Puro-
lator Prdoucts.

Japanese Department Stores—An-
alysis—Yamaichi Securities Co. of
New York; Inc., 111 Broadway,
New York 6, N, Y.

Japanese Economy for 1963 —
Booklet—Nomura ' Securities Co.,
Ltd., 61 Broadway, New York 6,
: N. Y. Also available is a booklet
on the Japanese Stock Market for
1963,

Japanese Market — Rev1e_w —_
Daiwa Securities Co., Ltd.,, 149
Broadway, New York 6, N. Y. Also
available are ‘studies of Kirin
Brewery, Kanegafuchi Spinning,
Takeda ~ Chemical, ‘Asahi Glass,
Yawata Iron & Steel, Ebara Man-
‘ufacturing, Isuzu Motors, Minolta
Camera, Nippon Kogaku, Mitsu-
bishi Estate,

- Beverly Hills, Calif’. RS L

Life Insurance Stecks—Financial
highlights on 52 stock life insur-
ance companies—A lso includes
listing of 50 largest life companies
ranked by size, and comparison of
assets and insurance in 'force—
$2.00 per copy—Victor G. Para-
dise, 9804 Wilshire ‘Boulevard,

Long Term Governments—Review

—Salomon - Brothers .& Hutzler,

60 Wall Street, New York 5, N. Y.

Also available is a review of the.

Bon_d Market.

Machine T o o1 Stocks—Review—
Thomson & McKinnon, 2 Broad-
way, New York 4, N. Y.

Moorgate and Wall Street—A re-
view of the British and American
investment m a r k e t s—Harriman
Ripley & Co. Incorporated, 63
Wall Street, New York 5, N. Y.

Municipal Market—Report—
Goodbody & Co:; 2 Broadway,
New York 4, N. Y. Also available
is a review of the Construction
Industry and a memorandum on
Borg-Warner. >

Newsprint Securities—Memoran-
dum—TFlood, Wittstock & Co., 60
Yonge Street, Toronto 1, Ont,
Canada.

New York City Banks—Compara-
tive figures on ten New York City
Bank ‘Stocks — Laird, Bissell &
Meeds, 120 Broadway, New York
5, New York.

Overseas Market — Bulletin — In-

ternational Bond & Share, Inc.,

International Building, San Fran-
‘cisco 8, Calif.

Over-the-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 performance over a 23-
year period — National Quotation
Bureau, Inc., 46 Front Street,
New York 4, N. Y.

Public Utility Commen Stocks—
Comparative figures—G. A. Sax-
ton & Co. Inc.,, 52 Wall Street,
New York 5, N. Y.

Savings & Loan Industry in Cah-
fornia—Analysis—J. S. Strauss &

Utilities

HAnover 2-2400 _

For banks, brokers and financial institutions . . .

Firms Trading Markets in:

Industrials

Gas Producers/Pipelines
Indeperident Telephones

Block inquiries invited

Troster, Singer & Co.

" Members New York Security Dealers Association
74 Trinity Place, New York 6, N. Y.
Teletype 212 571-1780; 1781; 1782

"Wilcox,
- - Chalmers,

The Commercial and Financial Chronicle . ...

Co., 155 Montgomery Street, San
Francisco 4, Calif.

Telephone Industry—Survey with

particular  reference to General’

Telephone & Electronics Cor p.,
Rochester Telephone Corp. and
United Utilities Inc.—Purcell,
Graham & Co., 50 Broadway,
New York 4, N. Y.

Textbook Publishers—Analysis—

" David L. Babson and Company,

Inc., 89 Broad Street, Boston 9,
Mass.

Trend in Capital Goods—Detailed

.industry report—Laidlaw. & Co.,

25 Broad Street, New York 5,
N. Y. Also available are reports
on Ingersoll Rand, Babcock &
Mack Trucks, Allis
Blaw Knox, E. W.
Bliss, Cincinnati Milling, Cooper-
Bessemer, Cross Co., Leeds &
Northrup and Warner & Swasey.

Virginia B a n k s—Comparison -of
eight. major. Virginia Banhks and

Bank Holding Companies—Invest -

ment Corporation . of Virginai,
Selden Arcade, Norfolk, Va.

# & £
Aerovox Cor p.—Memorandum—
Leason & Co., 39 South La Salle
Street, Chicago 3, I1L

Air Products & Chemicals—Re-
view—Hirsch & Co., 25 Broad
Street, New York 4, N. Y. Also
aav1lab1e are reviews of Deere &
Company and General Precision
Equipment.

Allied Chemical—Analysis—
Colby & Company, Inc., 85 State
Street, Boston 9, Mass. Alsoavail-
able is an analysis of Harris Inter-

“type.

Allied Chemical—Discussion in
“Monthly Investment Letter” —
Carreau & Co., 115 Broadway,
New York 6, N, Y. Also in the
same issue -are comments on
American Can, General Motors,
International Harvester, Johns-
Manville and Standard Oil of New
Jersey.

Allied Chemical Cerp.—Comment
—Oppenheimer, Newborg & Neu,
120 Broadway, New York 5, N. Y.
Also available are comments on
Ashland Oil & Refining Company,
IToward Johnson Company, Ten-
nessee Gas Transmission Company
and Timken Roller Bearing Co.

American Enka Corporation—Re-
port—Shearson, Hammill & Co.,
14 Wall Street, New York'5, N. Y.

American Greetings Corp.—Mem-
orandum—J, N. Russell & Co,,
Inc., Union Commerce Building,
Cleveland 14, Ohio. Also avail-
able are memoranda on Atlantic
Refining and Cle-Ware Industries.

American Telephone & Telegraph
Company — Analysis — Gerstley,
Sunstein & Co., 211 South Broad
Street, Pihladelphia 7, Pa.

Arlan’s Department Stores—An-
alysis—Blair & Co. Incorporated,
20 Broad Street, New York 5,
New York.

Arrow Liqueurs Corp.—Analysis
—DMorrison & Morrison Co., Pen-
obscot Buliding, Detroit 26, Mich.
Also available is a report on the
RIC Group.

Ashland Oil & Refining Company
—Analysis—Schweickart & Co.,
29 Broadway, New York 6, N. Y.
Ashland 0Oil & Refining Corp.—
Analysis—Suplee, Yeatman, Mos-
ley Co., Incorporated, 1500 Wal-
nut Street, Philadelphia 2, . Pa:
Also available is a comment on
Scott Paper Cerp.

Atlas' Consolidated Mining and.

Development C or p.—Bulletin—
DeWitt Conklin Organization, 120
Broadway, New York 5, N. Y,

Buechler Corp.—Memorandum—
City Securities Corporation, Cir-
cle Tower, Indianapolis 4, Ind. .-

Calgary Power—Memorandum—
MacDougall, MacDougall & Mac-
Tier, Ltd, 129 - St. James
Street, West, Montreal 1, Que.,
Canada.. Also available are
memoranda on Dominion
Glass, Dominion Stores, Fraser
Cempanies, Interprovincial Pipe
Line and Union Gas.

Canadian Pacific — Memorandum
—Kippen. & Company Inc., Ca-
nadian Imperial Bank of Com-
merce Building, Montreal 2, Que.,
Canada.

Celanese Corp. of America —
Memorandum—R. W. Pressprich

& Co., 80 Pme Stleet New York
‘5, N. Y

Charles Bruning' Company, Inc.—

Analytical brochure—William"
'Blair & Company, 135 South La

Salle Street, Chicago 3, Ill. Also
available are analyses of Conti-
nental Assurance Company and

‘United States Life Insurance Com-

pany. .

Chemical Bank—Analysis in cur-
rent issue of “Investornews”—
Francis I. du Pont & Co., 1 Wall
Street, New York 5, N. Y. Also
in the same issue are analyses of
the Appliance Industry, Gardner
Denver, Stauffer Chemical, Fed-
eral-Mogul-Bower Bearings and
Masonite Corp.
Chrysler—Bulletin—Irving Wiis
& Company, 66 Beaver Street,
New York 4, N. Y.

Columbia Broadcasting System
Ine.—Report—A. M. ‘Kidder &
Co., Inc., 1 Wall Street, New York
5, N. Y. Also available is a bul-
letin on Greyhound and Coastal
States Gas. %
Columbia Pictures — Analysis —
Filor, Bullard & Smyth, 26 Broad-
way, New York 4, N. Y.
Consolidated Edison Company of
New York—Report—Edwards &
Hanle, 100 North Franklin Street,
Hempstead, N. Y.

Cove Vitamin & Pharmaceutical—
Report—Hill, Thompson & Co.
Inc., 70 Wall Street, New York 5,
New York.

Diebold — Memorandum — W T:
Emmet & Co., Inc., 375 Park
Avenue, New York 22, N. Y.-

Edo Cerporation—Chart analysis

—Auchincloss, Parker & Redpath,
2 Broadway, New York 4, N. Y.

Fairchild Camera & Instrument— |

Memorandum—Amott, Baker &

Co. Incorporated,. 150 Broadway, §

New York 38, N. Y. Also avail-

able is a memorandum on W. T.-

Grant Co.

Franco Wyoming Oil—Memoran-
dum—First Southwest Company,
Mercantile Bank Bu1ldmg, Dallas
1, Texas.

General Cable Corporatlon—Re-
port—L. F. Rothschild & Co., 120
Broadway, New York 5, N. Y.
General- Plywoed—B ulletin—
Winslow, Cohu & Stetson, Inc., 26
Broadway, New York 4, N. Y.
Gillette—Review—Harris, Upham
& Co., 120 Broadway, New York
5, N. Y. Also available are bul-
letins on Mesabi Trust and on
Illinois Central Railroad.

Continued on page 46
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Noyes Nominated -
By Bond Club

Blancke Noyes of Hemphill, Noyes
& Co. has been nominated for
President of the Bond Club of
New York to
succeed H.
Lawrence
Bogert, Jr. of
Eastman Dil-
lon, Union
Securities
& Co., who.
has headed the -
club * for ‘the
past year. The
election ~will
take place at
the Bond
Club’s :annual
Field Day to
be held -on June e :
Walter W. Wilson of Morgan
Stanley & Co. was. nominated !

Blancke Noyes

‘for the office of Vlce-Pre51dent

to succeed Mr. Noyes.

The Bond Club slate also in-
cludes.Ralph D. DeNunzio of Kid- .
der, Peabody & Co., for Secretary’
and John L. Weinberg of Gold-"
man, Sachs & Co. for Treasurer.

Three new members of  the
Board of Governors have been
nominated for. three-year terms.
They are: Harold D. Barnard, Jr.,
Dean Witter & Co.; Howard E.
Buhse, Hornblower & Weeks; and
Craig Severance, New York Se-
curities Co

Again Ch’'man of
Tokyo Exchange

One of Japan’s most distinguished
financiers, Gakuzo Yoshino, Presi-
dent of the Nikko Securities Co.,
Ltd.,, has been reelected Chair-
man of the
Board of Gov-
ernors of the
Tokyo Stock
Exchange, it
has been an-
nounced by
Terumasa
Hasebe, Man-
aging Director
of Nikko,
New York.

Mr. Yoshino
has served as
President of
Nikko, one of
Japan’s “Big Four” security
houses, since 1952. He was first
elected Chairman of the Tokyo
Stock Exchange in 1960 and his
new term will expire April, 1964.

The Tokyo Stock Exchange has
the largest trading volume of any
stock exchange in the world, some’
33,134,000,000 shares in 1962 for
an average daily turnover of al-’
most 110,000,000 shares. In mone-
tary value the Tokyo Stock Ex-
change ranks second only to the
New York Stock Exchange; its
1962 figures were $16,600,000,000
as against $47,000,000,000 for the
New York Stock Exchange.

Gakuzo Yeshino

 FINANCIAL— SECURITY ANALYSIS

Economics graduate, age 37.

Strong financial background

including 9 years Treasurer’s staff major oil company dealing:
with analysis of financial and foreign exchange problems,
financial forecasts . and. reports,. systems and procedures.
" Also 2 years account executive leading investment banking
firm, financial planning, portfolio analysis, security analysis
and ‘general brokerage. Box E-52, Commercial & Financial
Chronicle, 25 Park Place, New York 7, N. Y.

e e —————————————————————————
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Haveg IﬂdUstriés, Inc.

By Dr. Ira U. Cobleigh, Economist

A short description of a company with an unusual name, unusual
products, unusual earning power, and a reputation for heing “First
in Engineered Plastics.”

. Haveg Industries, Inc., is no ordi-
. nary company. Formerly known
as Continental-Diamond Fibre
.- Company, Haveg Industries, Inc.,
_ came into being on July 1, 1955.
. Since then, by virtue of an ag-
. gressive program of acquisition
. and of new product development,
. Haveg’s sales has dramatically in-
" creased from an annual rate of
$1.2 million in July,. 1955, to a
- current annual rate of $30 million,
- as indicated by ‘results for the
first quarter of 1963.

- Engineered Plastics

Describing the Haveg product
line is not easy. Here is a com-
pany that has ‘used every com-
mercial* plastic material available
and, in its plants, employs every
plastic molding or processing
method. The end products are ad-

- vanced, unique. and diverse: a

- nose cone of Teflon for missiles;
 polystyrene - foam for food and
beverage containers, consumer
/packages including imprinted
. boxes,. bottles and containers, and
¢ for industrial packaging; light-
weight plastic drum inserts ' for
handling problem chemicals; huge
. tanks that are plastic lined, cor-
rosion resistant and wound on the
.outside, like a huge spool, with
glass and epoxy resin filaments;

. computer wires and cables; elec-,

* tronic ' ceramics for microminia-
" turization; aircraft structural
members and missile components,
resins and plastic cements, etc.

All of these, and dozens of
. other ultra  sophisticated plastic
and molded products, are turned
. out by nine operating divisions in
six plants in the United States
. and one in Puerto Rico. The plant
“at Taunton, Mass., specializes in
" Compression, Transfer, Automatic
and Injection Molding. The Sil-
Temp Division at Wilmington,
" Delaware, produces materials and
_fabrics for high temperature in-
sulation, The Haveg Corporation,
also in Wilmington, houses the
" Chemical Equipment Division,
- the Aerospace Division, and the
Container - Division.- Rheinhold
Engineering and ' Plastics Com-
_pany, Inc,, at Santa Fe Springs,
- California,makesaircraft structur-
“al members, radomes and rocket
and missile components; specialty
-wires and cables are produced
both at American” Super-Tem-
‘«perature Wires, Inc., Burlington,
~Vermont, and . at Hemisphere
-Products Corp., Rio  Piedras,
“Puerto Rico. i

Haveg would be much easier to
write about if it made soft drinks
_or razor blades, but because of the
‘number, diversity and special de-
sign of Haveg’s products, the fore-
-going rather detailed, if rambling,
-account of items and plants seems
appropriate  to an understanding
of how this company goes and
- grows.

Research and Development

All of this ultra modern hard-

ware is the end product of a con-
tinuous program of research'and
development, in which the com-
pany does not hesitate to spend a
relatively high percentage of its
‘revenues; Illustrative of Haveg’s'
_excellence in Tesearch is its major
‘break-through in- the molding of
-large-sized Teflon parts, Teflon is

.an, amazing flurocarbon, patented ,
by DuPont. It has been virtually -

|t|zed for FRASER

‘tronics,

impossible to mold because of the
high compression Yrequired to
bond the Teflon particles to-
gether. Haveg, however, has
solved the problem and can now
produce, in its ovens, units 5x5x10
feet, with larger ones now pos-
sible. ' The most dramatic use is
for Teflon missile nose cones that
cope with reentry heat and fric-
tion, and lessen fuel requirements
due to their lighter weight. Haveg

-research has also produced a car-

bon cloth, ' for aerospace insula-
tions, that is heat resistant up to
6600 degrees Fahrenheit.

Diversified ‘Sources of Earnings

From the foregoing you can see
that Haveg is no “one product” or
“one customer” company. Its cus-
tomers include a cross-section of
the elite companies in packaging,
chemicals, food products, elec-
communications, aero-
space, etc, Accordingly, Haveg
offers to investors a diversity in
the sources of its earning power,

.products so specialized as to fend

off competition, and strong de-
pression resistant characteristics.

Profitability
" Many companies are strong on
research and great on new prod-
ucts, but a lot of them simply
don’t make money with all their
technological ‘sophistication.
Haveg is aifferent. It is a sub-

The Commercial and Financial Chronicle

stantial money-maker and getting
more so each quarter. For 1962,
the company reported sales: of
$25,665,046, up from $21.3 million
the year before. Net income
showed a somewhat correspond-
ing increase, $1,032,708 for 1962,
against $868,360 in 1961 or $1.01 a
share on the common stock,
against 86 cents a year earlier.

For the first quarter of this year
the gains are even more impres-
sive. For the first three months
of 1963, sales totaled $7.38 million,
against $6.12 million last year and,
on a per share basis, net of 32
cents was more than doubled the
15 cents earned in the correspond-
ing 1962 peried. The President,
Dr, John H. Lux, reécently an-
nounced “we are budgeting a
sales increase of 20% for 1963,
and a higher percentage of in-
crease in earnings over 1962,

Capitalization

‘" 'The capital structure of Haveg
Industries, Inc., is quite simple,
$4,270,000 of long-term debt (at
1962 year-end) followed by 1,019,~
287 shares of common stock. Net
worth, on the same date, stood
at $6.7 million.

The  company has defined a
prudent policy of cash dividends,
paying out less than 50% of net.
The current dividend of. 45 cents
is 10 cents above the 1961 declara-
tion of 35 cents, and dividends
have been successively increased
in each of the last six years.

While investors are unlikely to
buy Haveg common for current
income, they may well be at-
tracted to it because of the strong

company position in aerospace,’

1

the demonstrated competence of
management, the well defined up

curve in'sales and net, and the

corporate capacity to ideate, and
to manufacture profitably, *ad-
vanced new products, Haveg com-
mon at a year’s high of 34 on
NYSE, seems to have attracted a
following, and to present . an
equity of interest to those who
continue growth, and space-age,
minded.

Parker Corp.
Appoints May

BOSTON, Mass. — The Parker
Corporation, 200 Berkeley Street,
has just announced the appoint-
ment of J. Denny May as Execu-
tive Vice-
President in
charge of
Sales. For
many years
Sales Manager
in the East
Coast area,

“Mr. May will

Nnow assume
responsibility
for sales
throughout
the entire
country and
overseas. ' . ;
. The Parker Corp., founded at
Boston in 1925, sponsors Incorpo-
rated” Investors and Incorporated
Income Fund.

J. Denny May

Mr. May joined . The Parker ;

Corp. in March of 1947 at which

time he was in charge of dis-

tributing Incorporated Investors

(1901) 9

throughout the eastern half of the
country. He was elected a Vice=
President in 1953, Since 1954,
when Incorporated Income Fund
was founded as a pioneer mutual
fund, Mr. May has handled the
eastern distribution of both of the
Incorporated funds.

The investment business has
been Mr. May’s entire career and
mutual funds have by far played
the largest role in it. After his
graduation from Washington &
Jefferson in 1928, he. became \a
sales representatlve at Hemphill,
Noyes and Co., first in New York
City, then in the Pittsburgh, Pa.,
office. In 1931, he formed his own
investment flrm, J. Denny May
and Co., Wheeling, W. Va,

Followmg the war, in 1946, Mr,
May decided to go into the spon-
sor-wholesale area of the mutual
fund business. It was at that time
that he became familiar with this
operation in the southwest section
of the United States. The next
year, he became associated thh
The Parker Corp.

Augsburger Joins
Donaldson, Lufkin

Robert R. Augsburger has joined
Donaldson, Lufkin & Jenrette
Inc,, 1 Whitehall . Street,” New
York City, member of the New
York Stock Exchange, as a Vice-
President, it has been announced.

Mr. Augsburger was previously
Director of financial relations and |
Manager of Pension Funds of
Glidden. Co. in Cleveland.

HORNBLOWER &

May 8, 1963.

This announcement is neither an offer to sell nor a

BLYTH & CO., INC.

PAINE, WEBBER, JACKSON & CURTIS .
' DEAN WITTER & CO.

W..E. HU]"TOZ\}\& co.

F.S. MOSELEY &

solicitation of an offer to buy.any of these Debentures.

The offer is made only by the Prospectus,

$250, 000 000

Amerwan Telephone and Telegraph Company

Thirty-Six Year 43/3% Debentures

D(tte(l May 1, 1963 ;
Intuest ])([_/able May 1 and November 1 in New York City

Price 100.816% and Accrued Interest

Copies of the Prospectus may be obtained in any State from only such of the undersigned as may
legally offer these Debentures in compliance with the securities laws of such State.

MORGAN STANLEY & CO.

WEEKS

A. G. BECKER & CO,

Incorporated

Co.

GLORE, FORGAN & (0.
KIDDER, PEABODY & CO.
SMITH, BARNEY & CO.

LEE HIGGINSON CORPORATION
" R.'W.PRESSPRICH & CO.

DREXEL & CO.

o

Due May 1, 1999

GOLDMAN, SACHS & CO.
LAZARD FRERES & CO.
WHITE, WELD & CO.
HEMPHILL, NOYES & CO.
W. H. MORTON & CO.
F.S.

Incorporated

SMITHERS & CO.
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Aerospace Industry Outlook

In a Period

of Turbulence

By Murray L. Weidenbaum,* Senior. Economist, Stanford

Research Institute,

The past five years havé marked a

Menlo Park, Calif.

radical shift of the airline industry

into missiles and space, The aerospace industry now includes such
giants as Chrysler, G. E,, R, C. A. and A, T. & T, and is 1r?ubled
about the adequacy of profits in sales to the Government, In viewing
th2 aerospace industry’s outlook, Mr. Weidenbaum sees the U. S.
Government market stabilizing at $18 bhillion a year roughly divided
into thirds for aircraft, missiles and space with space hecoming. the- . -
major growth area, Note is taken of the continuing efforts by mil_l-_
tary suppliers to diversify into commercial markets with emphasis
on industrial markets instead of consumer though they have not, as
yet, “paid off too handsomely,” Sales to airlines have slackened and
long run outlook is seen revolving around extent, if any, of govern-
; “ment participation in supersonic transport development.

. My use of the words, “Yaw, Pitch,
and Roll,” should not be taken as
a commentary on the performance
of the airline industry. My theme
rather is that
the aircraft,
_or-as it is now
called aero-.
space, manu-
facturing
industry  is
facing a
period of
turbulence.
* - Although I
don’t wish to
 belabor the
“metaphor,
yvaw, is a
swaying
_ motion in which the body moves
- from side to side. Using my poetic
license, this characteristic of
sideways movement may well ap-
* ply ‘to 'the changing structure of
the - aerospace market, to the
resultant composition of the in-
dustry, or merely to its annual
sales level.

Pitch is, essentially, an up and
down movement, The industry’s
profit levels, as well as its future
expectations, immediately come
to mind. ;

Roll, of course, may represent
the most fundamental type of
movement and, here, the basic
shifts in .the very inputs or re-
sources employed by the industry
may be mentioned. However, an
unkind critic ‘might summarize
the remainder of my remarks
under the heading, “Shake Rattle,
and Roll.”

The Shift in Product Line

When I first entered the aero-
space industry — which .really
wasn’t very long ago— the old-
timers usually talked in terms of
the “Airframe primes,” the com-
panies varying from Boeing and
Douglas to Beech and Cessna, etc.,
who could design and assemble
- complete aircraft of various types
-and sizes. Upon reflection, a few
engine and 'several “accessories”
manufacturers were alluded to as
probably sort of being part of the
industry, too.

Essentially, within the past five
years, the product line of this
industry has shifted in emphasis
to missiles and now to space. With
the function of prime contractor
for major missile and space sys-
tems commonly being assumed by
the government, companies other
than the traditional airframe firms
increasingly are competmg for the
major contracts awarded to pri-
vate industry. The giants of the
missile ‘and space business, " it
should be  neted, also include
Chrysler, General Electric, RCA
and A. T. & T.

As a result of this sideways
movement of the airframe primes
to missile and space markets—-my

M. L. Weidenbaum
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academic friends would diagnose
this development as probably hor-
izontal diversification — and the
entry. of other firms into this
business area, we now have some-
thing frequently referred to as the
aerospace industry.

In recent years, the Federal
Government, which of course is
the dominant customer, has spent
about $18 billion annually on the

_design, development, and produc-

tion of aircraft, missiles and space
systems. After a few years of ex-
pansion associated in part with
crises in Berlin and a change in
administration, the overall aero-

| space market once again is tend-

ing to stabilize. Although there is
little' organized data available, it.
is probable that the old aircraft
companies, taken as a whole have
received a declining share of the
governmental: aerospace expendi=
tures. The absolute volume of
sales and - production. of these
companies has been maintained
through commercial activities,
mainly in the airline market.

The Trend in Profits

The profits of the aircraft com-
panies have pitched downward
severely in recent years (data on
aerospace divisions of automotive,
telephone, . and other companies
are generally not publicly avail-
able). To a large extent, this has
been’ the almost paradoxical re-
sult of the fabulous sales of jet
airliners. Better men than I have
tried to analyze this phenomenon
in an- industry where unit costs

~supposedly fall drastically with

volume. The difficulties of fore-
casting costs and sales years be-
fore the fact are clearly evident.
So are the risks involved. How-

.ever, the jet transport losses are

essentially one-shot affairs.

A longer-term trend can be ob-
cerved which also is dampening
the rates of return on military
business. This second, less drama-
‘tic factor may have been obscured
by the jetliner situation. It re-
volves about the fact that, in most
forms of contracts for advanced
weapon systems, the definition of
cost is a key determinant of the
profits achieved. For example,
there is no simple, clear cut defini-
tion of that portion of a company’s
cost which is allowed to enter
into the determination of “cost
plus” In good measure, it is a
result of interpretation and nego-
tiation. Obviously, the unallow-
able elements. of cost incurred
‘come out of profits.

The list of partially and totally
disallowed costs has been rising
over the years. The most’ conspic-
uous example of such partially
unrecoverable costs is the grow-
ing volume of company-sponsored

.military and space researe¢h.

Coupled with -the renegotlatlon
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ward .pressure on the profits -on

military: business; both in terms -

of profit margin aind returns.’

However, because of the essen-
tially administered nature of the
industry’s profits, we do not know
whether, in earlier periods, they
were “unduly” high in relation
to risk - and, hence, whether the
current dechne merely adjusts for
an abnormality. Because of the
elusiveness of the risk concept,
we cannot be sure that the risk
borne by aerospace firms is, in
some absolute sense, larger than
industry  generally,
that these firms should expect
above average returns.

There has been some attention
paid recently by both policymak-
ers and researchers to the ade-
quacy of profits of government
‘suppliers,” both in terms of risk
assumed and the need to attract
capital and resources to this line
of business. Such attention may
be long overdue. Nevertheless, in
e snort. run I see no major
change in the current relatively
low level of profit rates on mili~
tary business.

Shift in the Industry’s Inputs

What may be the most funda-
mental change for the companies
in the aerospace ‘industry is the
result of the shift in the custom-
er’s product demands. Missile and
space work reqguires increasing
concentrations of scientists and
engineers and declining portions
of welders and riveters, more
laboratories and office space and
fewer manufacturing facilities.
The physical shape' of an aero-
space company differs sharply
from that of a World War II or
Korean War bomber plant. So
does the legal form, by ‘the way,
since a far greater proportion of
the fixed assets are now company-
owned than was the case in the
earlier periods.

More fundamentally, -the . type
of people comprising this industry
has changed. The industry’s scien-
tific work force of about 100 ,000,
the  largest concentration in any
industrial group in the economy,
represents about one-eighth of the
total industrial employment -of
scientists and engineers in the
United States. Moreover, the in-
dustry concentrates the highest
proportion of its scientists and
engineers on research and devel-
opment work—almost 3 out of 5.
As a result, the aerospace indus-

try has gained the dominant posi--

tion'in R & D in industry.

Geographicl Movement

. One final indication of the tur-
bulence encountered by the aero-
space industry is the nature of
locational movements. It has be-
comeifashionable in recent months
to decry the shift of defense work
from the Midwest to the East
Coast and, especially, to the West
Coast. I do not wish to provoke
my Chicago friends, but I think
that this growing public discus-
sion may  indicate an informa-
tional or analyticsl lao. T say this
because the shift that is now tak-
ing place, as best as I can deter-
mine it, is from all of these areas
down to the emerging space com-
plex along the Gulf Coast,

Houston, New Orleans, Orlan-

-do, Huntsville, as well as Canav-

eral, are now the rapid growth

_areas of the aerospace industry. In

any event, it is not my intention to

lend any encouragement to the.

idea that''governhment . contracts
for defense or space work can be-

__brocess, ‘this results 1n a_down- eome the WPA: -of-thel 1960’s.

and, .hence .

The Cutlook
I would like to conclude with
some observations as to the out-
look for the. aerespace industry.
Taking the' commercial ‘market
first, I observe at least a tempo-
rary decline in the volume of sales
to the airlines. By and large, the
major airlines of the world have
converted their longer routes from
pistons to jets—to the DC8, 1707,
720, 880, and 990.  Future sales

are likely to be mainly in the,
nature ‘of replacement demand.

and the result of yearly growth
in air traffic. It is the . smaller
planes; those serving the short to
intermediate routes, that are now
getting the center of attention
from the manufacturers.

It is in this latter area that the
European producers—both French

and: British—are making the best -

showing. From about 10% of the
long and intermediate range jet
market, the European companies
have obtained well over one-half
of all the short- range jet sales to
date.

The longer term outlook will
depend primarily on our govern-
ment’s  future decisions on  the
extent, if any, ‘of its participation
in the deslgn and production of
a supersonic transport. On the
other hand, the press has reported
—at least prior to the Common
Market membership problem—
that the British and French Gov-
ernments were comblmng efforts
in a joint -supersonic transport
program,

.In contrast to the commercial
prospects, the U. S. Government
market - for aerospace products
and services appears to be stabi--
lizing, at about $18 billion a year.
A few trends are discernible here,
some expected and some quite
surprising. The government mar-
ket is now roughly divided into
thirds — aircraft, missiles, and

space: Expenditures for space pro-.

grams have been, of ‘course, the
major growth area in recent years.
This trend is likely' to continue
for at least the next several years.

NASA expenditures — which is

the civilian space program-—for.

the fiscal year 1964 are officially

estimated. at $4.2 billion, a 75%-
increase over the 1963 fiscal year..

Requested new appropriations for
fiscal 11664, most of which will
actually be expended in subse-
quent years, total $5.7 billion.

A less noticeable development
is the leveling off in missile out-

lays, actually @ modest declire to
about $6 billion a year. Also, mili-

tary aircraft spending has held up
better” than ‘generally expected.

. After the major cutbacks in re-

cent years, a plateau of $5-6 bil-
lion a year may be in the offing.
Of course, if we project in con-
stant dollars, it is likely that in
real terms expenditures for air-
craft and missile programs will be
declining in the next few years
and only the space portion of the
aerospace market will show any
over-all growth.

Undoubtedly, the efforts on the
part of major military suppliers
to diversify into commercial mar-
kets will continue. In contrast to
the scattering of effort in the
period. immediately following
World War I, the more recent di-

- versification activities of " these

companies have -generally relied
on an extension of their technol-
ogy to industrial rather than con-
sumer markets.

In contrast to the stainless steel
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