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orona. | A s We See It
The President’s “omnibus” civil rights bill has at length
been drafted and made public. It clearly undertakes to
do everything for the negro (and some things for others,
t00). So far as one may judge from the daily press, gen-
eral interest now centers much less upon what the effect
of such a measure would have upon the situation of
which the President complains than upon what the fate
of the measure-may be when Congress reaches the point -
of giving its serious and official attention, and, still
more perhaps, upon what the political effects of ‘the
measure and of this or that attitude by members of Con-
gress are most likely to be. All this is natural enough,
we had almost said inevitable in a democracy of the sort
now obtaining in this country. The Democratic party,
the Republican party (and individual members of both
parties) and the President himself are said to have major
stakes in this situation. These matters are, of course,
somewhat beyond our ken, and we gladly leave them to
others better qualified to discuss .them.

Certain other and far more basic questions are, how-
ever, involved in all this. It is rather remarkable that so
few have taken the time or the trouble to appraise the
probable success -of the President’s obv1ously somewhat
politically hazardous venture .into realms where no
politician has heretofore quite dared to enter. This latter
side of the matter ought theoretically at least to be up-
permost in the-minds of thosé who have the real good
of the negro and of the country fully at heart—however
tempting or diverting political speculation may be in
present circumstances.- There can be no serious dispute
about the President’s account of the wide disparity be-
tween the presumptive guarantees of equal treatment
prov1ded in our constitution, and (Continued on page 15)
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Federal Reserve At Half Century

Must Not Be Basis For Inflation

By Matt S. Szymczak,* Member of Fuculty, Georgetown
University, Washington; and Consultant, C. J. Devine
and Company, New York City

Ex-Federal Reserve. Governor is disquieted about the pos-
sibility of bank-supplied reserves creating a bhasis of too
much credit unexpectedly assisting inflation’s ra-eruption.
Paper expertly tours System’s half century of progress, and
notes limitations in aiding economic growth. intimates Open
Market Commitiee may have to allow interest rates to rise,

- and is confident about the economic outlook and what a

tax cut could do -to help strengthen recovery.

Monetary and credit policy is partly science and
partly art, but in the formulation of which, ex-
perience promotes confidence, Bankers know that
while the cost of credit is of special concern to
the borrower, interest rates are
always a public topic. Much has
been said and ‘written about
interest rates—and what and
who is responsible for them—
as’ well as theif: relation to
monetary policy. Basically
however, interest.ratés are
related to the- economic forces
of ‘demand and ‘supply — de-
‘mand for credit'and the supply
of bank reserves. While  the
forces .of the money market
influence the supply of bank
reserves, the Federal Reserve
System, through its use of its
instruments of monetary policy, influences the re-
serves position of the banking system. The demand
for credit is related to the strength and the level
of the economy.

Matt S, Szymczak

SECURITIES NOW IN REGISTRATION—Underwriters, dealers and investors in corporate
securities are afforded a complete picture of issues now registered with the SEC and poten-
tial undertakings in our “Securities in Registration” Section, starting on page 26.

The “prime rate”—the rate at which banks lend
to their lowest risk customers — was 5% until
August, 1960, when it was lowered to 4%2%. Gen-
erally speaking, the market, by a rule of thumb,
relates other yields and interest rates to the
prime rate.

Clearly by now the economic situation is better
than it was thought to be earlier this year-—some
forecasts at that time tended in the direction of a
recession and now some forecasters see inflation
in the offing. Monetary policy is intended to
supply an adequate amount of money and credit
but not too much. Too much money and credit
provides a base for inflation. This is a continuing
concern. of the Federal Reserve System in its
supply of reserves to the banks. I quote from the
Federal Reserve Bulletin of February, 1940: “The
Board of Governors has authority to increase re-
quired reserves of member banks by approxi=-
mately $950 million and if that were done and all
the $2,475 million of securities held in the System

~ account were sold, the member banks would still
' have excess reserves of more than $2 billion which

could be used by the banks as the basis for further
loans and investments of more than six times that
amount.” I-repeat—bank reserves were and are
the System’s concern—not too much—not too little.

However, monetary policy aléne cannot stimu-
late growth in the economy and provide a stable
dollar. Together with fiscal and debt management .
pollcy, and other public and private economic pol-
icy, especially in wages and prices, it can and
does make a. contribution fo a growing economy.
Today, because I think it has a bearing on the
subject of cost of credit, I shall dwell somewhat
on what I think to be one of the outstanding
features of our economic (Continued on. page 21)
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Columbia Pictures Corporation
For the fiscal year to end June
30, 1964, Columbia Pictures should
report the highest revenues and
profits. in ‘its_recent history. We
are estimating consolidated. reve-

- nues approaching $150 million and

earnings of $3.75-$4.00 per share
as -contrasted to fiscal 1963 reve-
nues approximating $136 million
and earnings in the general area
of $1.75 per share, The stock, cur-
rently quoted at 26. on the New

York Stock Exchange, is selling

at 15 times estimated fiscal- 1963
earnings and about 7 times our
tentative estimate of 1964 earn-
ings. We believe that CPS, at cur-
rent levels, offers attraction to
investors willing to speculate on
the public’s response to Colum-
bia’s current and forthcoming
motion pictures and its television
operations.

Columbia seems to be entering
a most significant phase in its
long history. Under the leader-
ship of President A. Schneider
who has strengthened the com-
pany’s management and stream-
its operations, .and. after

fiscal 1963 of certain major pic-
tures that failed at the box office,
Columbia is now in the enviable
position of being able to look

forward toward fiscal 1964 with

a clean slate.

The Academy Award winning,
multi-million: dollar coler spec-
tacular “Lawrence of Arabia” has
completed only a limited number
of “road show” engagements, but
beginning in July the number of
engagements will be substantially
expanded. Additionally, “Bye Bye
Birdie,” a musical comedy which
broke both attendance and reve-
nue records during its pre-release
showing at Radio City Music Hall
at Easter time, will also play
theatres across the country be-
ginning in early July. Showing of
this picture during the summer
months is calculated to produce

.peak revenues,

In the ensuing months, Colum-
bia’s prospects should be enhanced
with the release of “Jason and
the Argonauts,” “Dr. Strange
Love,” “The Running Man,” Otto
Preminger’s “The Cardinals,” and
“The Victors,” which.is Carl Fore-
man’s first picture since his mem-
orable “The Guns of Navarone.”

“The Bridge on the River Kwai” 2

has already been successfully re-
issued in England and should add
to Columbia’s revenues when it
is re-issued in the U. S. in the
coming fiscal year.

Columbia is interested in mov-
ing ahead in several areas in the
amusement industry, One example
of management’s expressed diver-
sification intentions was the ac-
quisition last April of Aldon
Music-Dimension Records. This
music publishing and record com-
pany is recognized as one of the
most suceessful in its field. Time
Magazine in its March 15, 1963
issue called Aldon-Dimension “the
fastest rising phenomenon in the
business.” Included now in this

subsidiary’s activities is, the in--

tegration of Columbia’s own ex-
panding record unit, Colpix Rec-
ords.

Screen Gems, which was for
several years a wholly-owned
subsidiary through which Colum-
bia pioneered its television ac-
tivities. and. in which it now re-
tains an 89% interest, is a very
important - segment in Columbia’s
operations. Screen Gems, whose
stock is currently trading at 23 on
the American Stock Exchange,
derives a major share of its rev-
enues from the production of
filmed  television programs for
network and syndicated outlets.
It is worthy of note that the com-
pany is the largest American tele-
vision film distributor overseas.”

Screen Gems is highly diversi-
fied: its Elliot, Unger and Elliot
division is considered to be the
top producer of TV commercials
with. studios on both coasts; in
addition Screen Gems has first
call on Columbia’s vast screen
library for TV showing; it has a
merchandising division which li-
censes products based on its TV
personalities; it owns and operates
radio and TV stations in Puerto
Rico and Salt Lake City; it oper-
ates, through Audience Research
Inc, pre-testing services of TV
productions and commercials; it
shares with Columbia in the
abovementioned Aldon-Dimension
activities; and it has a unit en-
gaged in the manufacture of
audio-visual and communications
equipment.

Screen Gems reported revenues
of $52.2 million and earnings of
$1.37 per share for the year ended
June 30, 1962 and these figures
were. consolidated in Columbia’s
income statement. For fiscal 1963
we are. estimating  revenues ap-
proximating those reported in
1962, but earnings should increase
to roughly $1.55 per share. Colum-
bia’s interest in these projected
earnings works out to about $2.15
per each CPS share. Therefore,
referring back to our 1963 esti-
mated earnings of $1.75 for the
parent, it becomes obvious that
Columbia’s motion picture activi-
ties have not been profitable.

It presently appears that Co-
lumbia’s long - range plans are
about .to bear fruit and that, in
the ensuing period, the company
should begin to reflect profits
from its movie operations. If the
promising line-up of pictures
comes up to all expectations, it is
not unreasonable to expect that
this source alone should produce

at least $3 million in net earnings
in  fiscal . 1964.. Even if .Screen
Gems does no better next year
than in the current fiscal period,
Columbia’s share of its subsidi-
ary’s will be about $3.5 million.
Totaling these estimated earnings
figures together, we arrive at a
projected earnings aggregate of
$6.5 million or about $4.00 per
share, based on Columbia’s 1,617,-
757 common shares outstanding.

Columbia common seems rea-
sonable in view of the company’s
vastly ‘improving earnings out-
look, strong financial - position,
high asset value, and well-re-
garded. position in the ever grow-
ing entertainment field. A final
note should be made that the
reported book value of $21 64 per
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- Columbia Pictures Corp.—Arthur

D. Dalfen, Research Dept., Filors
Bullard & -Smyth, New York
C1ty ( Page 2)

Grosset & Dunlap, Inc —Wilbur
H, Holly, Vice-President, Sage,
Rutty & Co., Inc, Rochester
N. Y. (Page 2)
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STEINER, Rouse & Co
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Members American Stock Exchange

common share is not a true re-
flection when one considers Co-
lumbia’s substantial interest in' its
publicly - owned- subsuhary (each
Columbia share is backed by 1.4
shares of Screen Gems), and the
company’s valuable screen library,
real estate properties, and other
assets.

 WILBUR H. HOLLY
Vice-President, Sage, Rutty & Co.,
Inc., Rochester, New York

Grosset & Dunlap, Inc.

Grosset & Dunlap, Inc., was or-
ganized in 1898 and was incorpo-
rated in 1918, and today is one of
the leading publishers of paper-
bound and hard-cover books for
adults and children. Ten years
ago 80% of its books were sold
to adults and 20% to children. To-
day the. situation has completely
reversed itself, with 80% of its
books .being read by children and
20%. by adults, the juvenile po-
pulation .having increazed, in the
nine to fourteen-year old class,
by some 57% in the past 9 years.

The company owns 70% of the
stock of three subsidiaries, Won-
der Books, Treasure Books, and
Bantam Books. Wonder Books
publishes  low-priced childven’s
books; Treasure Books publishes
low-priced coloring books -and
work books for children; and
Bantam Books is a large publish-
er of paper-backs catering most-
ly to the adult trade. This fall
Grosset will release a line of in-
expensive Science Experiment
Kits, each of which ‘includes a
book plus required materials and
acecessories.

Grosset. & Dunlap is. probably
best known for its consistantly
popular children’s serics which,
include Nancy Drew, Bobbsey
Twins, Hardy Boys, Toin Swift,
Jr., and the How and Why Won-
der Books. In all, 468 titles were
published during 1962.ranging in
retail price from 29 cents to
$9.95. '

Sales are made by the parent
company to super-markets, book-
stores, toy stores, - department
stores, newsstands, ete. Distribu-
tion of books for the subsidiaries
is handled mostly by the Curtis
Circulation Company and both
companies recognize the impor-
tance of the mass market. Sales
by the company’ and. its subsidi-
aries to the school and library
market doubled in 1962, over the
previous year, and Grosset s
looking forward to further sub-
stantial gains in this field.

The financial condition of the
company is good. The year ended
Dec. 31, 1962 showed current as-
sets in the amount of $15,551.652
wkhile current liabil’ties amounted

to $5,441,417 resulting in a cur- |

rent ratio of gpproximately 2.9
to 1.

Capitalization at the year—end
consisted of long term debt
amounting to $633,889; minority
stockholders’ interest amounting
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Why Investment Industry
Favors SEC’s Proposals

* By Amyas Ames,"‘ Pres;dent,
and Senior Partner, Kidder, P

The investment. industry as a w
strongly and wholeheartedly supp

Imzestment Bankers Assocmlwn
eabody & Co., New York City

hole, and not just the IBA alone,
orts passage of SEC-proposed legis-

lation (S-1642) extending to larger Over-the-Counter market unlisted
securities the same requirements met by “listed ‘issues, ‘Mr. Ames
explains how a “true consensus” of support was obtained in the

large industry of separate” and

indep:ndent membeis; “points out

that for soma time the IBA has sought ta correct the excesses and

mistakes docuented by the SEC

Special Study and which the pro-

posed SEC-law is designed to eliminate; and summarizes the IBA’s

position on each section of the

Bill. 'In' commenting on the Fear-

"Fulbright amendments, Mr. Ames suggests requiring companies
having 300, instead of 750, or more stockholders, to report certain
specified information to their stockholders. He, also, comments
on the need to raise the professional standards of part of the
industry-to that of the major part and, further, the advisability of
extending the period for the use of the prespectus for “first issues”

‘and shortening the prospectu

First, I would like to thank you
for the opportunity to appear be-
fore you to present the position of
the Investment Bankers Associa-
tion of Amer-
ica on Senate
Bill 1642,

I would also
like to preface
what I have
to say by tell-
ing you how
impressed: the
securities in-
dustry is with
the thorough
and thought-
ful way this
matter has
been . handled.
Many pressures and differences of
opinion inevitably develop when
a critical report is issued and when
new legislation is proposed. I can
report to you that at each point,
whether it be the staff of the Se-
curities and Exchange Commission

Amyas Ames

or the Commissioners themselves,.

or the staff of your Committee,
the many problems which have
come up have been handled in a
most helpful and effective way.
‘We appreciate this..

I am here to support Senate Bill
1642. In doing so; I will express
to you a strong support, not just
passive acceptance of this Bill. I
am, in effect, speaking for a broad
cross-section of the industry and
not just as an official of my Trade
Association. I would like to ex-
plain why this is so and in doing
so explain a little the function of
the IBA and its member firms.

As I think you may know, the
Investment Bankers Association is
an association of security firms
that have offices in all states of
the country and in all important
-cities within those states. At the
present time, about 650 security
firms are members of our Associa-
tion, including substantially all of
the finest and most active security
firms in the industry. These firms
have more than 2,600 offices, lo-
cated in nearly 600 cities across

s delivery period for an issue.

the country and employ about
80,000 people. As the name “in-
vestment banking” indicates, our
focus is on the raising of money
for American industry.and for the

states, cities and public agencies. -

Raising Capital Means Creaiing

Jobs

I think it would be helpful if I
tried, briefly, to put into perspec-
tive the function of the invest-
ment banking industry. Last year,
excluding the work done for the
Federal Government, the members
of the Investment Bankers Asso-
ciation raised $15,300,000,000, sub-
stantially all new capital for in-
dustry, states, cities and govern-
mental agencies.- In doing so we
processed 7,600 separate issues.
About half, or $7,400,000,000 of
this money was raised for states,
municipalities and public agen-
cies; $7,900,000,000 was raised for
corporations and new enterprise.
In almost every case this money
found its way into payrolls—peo-

ple were given jobs working on °

the thousands of projects started
with this money. Economic stud-
ies have developed the fact that
for each $10,000 of money raised
in the form of new issues, a new
job for a year is created. Thus, it
can be estimated that 1,500,000
people are working this year on
enterprises which were started
last year with the funds raised by
the investment banking industry
in the form of new issues. I might
add that since the war we have
raised on a comparable basis $215,-
-000,000,000—a lot of money fur-

nishing much new employment

across the country. -

I am sure that you, with your
great interest' in the cities and
states which you represent, know
how important it is to the solution
of: the unemployment problem_to
have a new enterprise started i
one of your cities, or to have a
new public works, such as a great
highway, or even a new school
building. President Kennedy,

Continued on page 20
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"OBSERVATIONS...

BY A. WILFRED MAY

WHAT’S WRONG IN STILL
ANOTHER FIELD

Interesting is a new book by a
veteran estate planner, who is
now a mutual fund executive, a
grisly and otherwise scathing de-
. piction of ‘“abuses” in the life
~_insurance business.

(What’s Wrong With Ycur Life
Insurance—by Norman F. Dacey.
The Crowell Collier Press, New
York. 445 pp. $4.95.)

The author’s main theses, that

the insured one is over-paying for .

protection and - that investment
value  is. nonexistent, are inter-
spersed with contentions like the
following:

“In 1960 almost every iman,
woman and child in America ter-
minated a life insurance pollcy at
a loss.”

“The huge cost of ‘cash value’
insurance is robbing us of needed
protection and will leave most of
us bereft of security at 65.”

And on Mutuality: “The mutual
life insurance company is the per-
fect example of equality. Among
' the policyholders the richest mul-
timillionaires and the humblest
workingman have exactly the
same voice in the running of ‘the
company—-none ”

Author Dacey does not rest on
general charges but specifies his
criticisms. For example, he claimg
that premiums are based on mor-
tality tables that are grossly out
of date, with most ex1st1ng poli-
cies calling for premiums based on
the death rate before the Civil

’ ¥

The industry decisively denies
this, a spokesman stating {o us
that each company takes into ac-
count-its own actual experience to
date, as it does with mterest cred-
its and’ expenses.

The author quite correctly points

out the 1nadequacy of investment’

value in the insurance pohcy, but,
and this includes comparisons with
. mutual funds and other invest-

ment media, overlooks the vital
- factor of protection which is af-
forded the policyholder from the
.nstant of its purchase.

The most significant part of the
volume, as we see it, is the ‘au-
thor’s unwilling comparisons of
the msurance 1ndustrys actions

with their counterparts m mutual
fund practice,

Fund Analogies

For example, he complains that
“a fantastic” 22% % of the pre-
mium income is “siphoned off” in
expenses (commissions and gen-
eral expenses). The author over-
looks the management expenses of
the mutual funds, which average

- 26% of their gross ‘income (not

counting the salesmen’s commis-
sions and other components of the
initial “load” of 9% or so0).

He further points out the great
inyvestment cost generated in the
case of policy surrender. Asserting
that the average 'policy’s’ life is
only seven years, he ‘shows that
there is usually no cash value at
all after the first year, and very
little after two years. This is
largely ascribable to the first year
bun'ching of “the -salesman’s com-
mission, leading Dacey to, remark
“it would appear that thelife in-

surance does not exist to pay .

death claims so much as to pay

commissions ‘and “expenses.” “New~ -

York State’s insurance statute “re-
stric¢ts” salesmen s first-year com-
missions to 55% -of -the first-year
premium, 2

But this precisely also holds
true in Fund investment. . Under
the “front end” load (buying com-~
mission) in their Contractual

Plans (the instalment buying tech-,

nique) seven years of ordinary inx
come is required to retrieve the
fund buyer’s acquisition ‘costs of
his ‘investment, also largely due
tothe disproportionate part of the

salesman’s comimission - paid on’

consummation of' the sale.

Thus the costliness of early pol-
icy ‘cancellationhas -its -counter-
part with the funds—even without
the Contractual Plan and with the
once~and-for-all- initial “load,”
three to four years of net income
receipts are needed to. “get even”
through retrieval -of the buymg
commission,

The Switch Racket

The policy-to-policy and com-
pany - to- company switching
“racket,” is justifiably complained
of by Mr. Dacey. Such salesman’s
pressuring is also- fully repre-
sented in fund distribution. Yield
to a salesman’s importunities ei-
ther to show him your present

¥
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policy or disclose to him your fund
holding, and you're surely a goner.

Also “includable in our own
“plague on both your houses” attl_—
tude toward salesman abuse, is
the inclination to sell the form of
product. suiting his own ratk_ler
than the client-prospect’s best in-
terest.

Our author doesn’t seem to real-
ize that a major root of trouble,
as in many other fields, lies with
the difficulty of control over ver-
balizing self-interested salesmen.

We hope to have a future vol-
ume on that theme from Mr.
Dacey!

FROM OUR MAIL BOX

DEAR MR. MAY:

I have noted with interest and
approval your critical reflections
on the current attempts to tie cap-
ital gains policy to stock market
liquidity and its fictional service
to the nation’s capital financing
needs.

Typical are the following ex-
cerpts from a leading member
firm’s market letter . (Emphasis
added by me.)

“We feel that the holding pe-
riod for long-term gains should
be as short as possible in order
to speed up the flow of capital
into’ industry, to ‘pep up’ the

.economy, and ‘to provide free-
-dom of movement for the ‘peo-
ple’s capitalism.

“Indeed, it might be far bet-
ter to have a 3 months’ holding
‘period for a long-term gain than
the present 6 months. However,
the 6 months now prevailing is
enormously better than the 12
months’ -plan being scanned by
Congress.

“Any proposal for.a one-year
holding period should be re-
jected because it would have the
“following bad conseguences. It
would:

“(a) Reduce volume.in all of,
the securities ‘markets (by an
estimated 10% to 15% on ‘the
New York Stock Exchange
alone), thus impairing liquidity
to the ‘detriment of each of the
nation’s 17 million shareowners.

“(b) ‘Lock-in’ much additional
capital, thus shrinking the sup-
ply of securities available for
purchase in the market. This
would have an artificial impact
on securities prices.

“(c) Restrict the flow of ven-
ture capital for new and grow-

. ing enterprises; and

“(d) Reduce: government rev-
enues from capital gains| and
stock transfer taxes.”

In Rebuttal

I make. the following random
comments in opposition to this

' school of thought:

(1) Definitions: Capital is the
capability to. produce goods and
service. Investment is the crea-

- tion of capital and not the trans-

fer of capital in a secondary
trading market.

(2) Few people have realized a
return on an investment in new
capital in as short a period as six
months or even a year,

(3) Few people go into business
for themselves with the idea of
selling ‘out'in a little' more than
six months. Nor are they con-
cerned about a ready market for
that ownership.

(4) Few people owning their

own homes or' other real estate
are -concerned- about a high de~

~ gree of liquidity. Yet the real es-

tate market has been as strong as
or stronger‘than the stock market.

(5) With less liquidity of secu-

- rities, the stock buyer would be

much more concerned with basic

-
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FROM WASHINGTON
...Ahead of the News

‘BY CARLISLE BARGERON

Senator Goldwater isja phe-
nomenon of the Republican Presi-
dential potentials. Several weeks
ago it was thought that, because

didn’t have a chance in the world
for the nomination. He has now
become the front runner whether
he likes it or not.

Polls have been taken of the
men and women who express
their choice of the presidential °
nomination and are members of
the parties’ national and state
organizations.  Those who have
given Senator Goldwater their
votes come from 39 of the 50
states which also send delegates
to the Republlcan Natlonal
Conventlon

Senator Goldwater’s prominence
in these early days of the drive
for the GOP Presidential nomina-
tion 'has made him the man to
“stop” or beat for the time being,
if anyone ‘wants to stop him. And
presumably some - do-especially
the extreme 'liberals -in the Re-
publican ' Party. : and 'the more
moderate progressives who feel
he could not carry the big indus-
trial states of the east, including
New - York, Pennsylvania, New
Jersey, and Connecticut.

One effect of the disclosure of
Goldwater strength has been to
make other potential candidates
sit up and take notice and others
are likely to follow suit, at least
to the extent  of becomlng
favorite-son candldates in' ‘théir’
own states. For.' example, - 'Gov.
William W.. Scranton of Pennsyl-
vania, who up to last Monday had
shied away from any mention of
himself as a possible nominee for
President, said' in an interview
that he may become his State’s
favorite son and so lead the

information on the company in
which he is investing (much like
going into business for himself"
rather than playing the numbers
game.

(6) It is even conceivable that
the liquidity created by secondary
trading markets actually reduces
the amount of investment funds
available for the creation of capi-
tal in that new money flows into
Secondary markets ‘rather than
into new ventures.

THURSTON WOOD

Walston & Co., Inc.
‘First National Bank Bldg.
St. Paul 1, Minn.

QUOTE OF THE WEEK

““Finally, a conflict arises in the :

great gamble that increased defi-
cits for the mext few years will
generate much larger revenues
some years later, Why do we pay
taxes at all? The obvious answer
is that we pay taxes in order to
meet Government expenditures.

Tax revenues: have not been high -

enough in recent years to keep up
with rapidly increasing spending.
Can we hope that the present pro-
gram will change that situation?”
—From statement before the
House Ways and- Means Commit-
tee ' by ROSWELL MAGILL, for-
merly Under - Secretary of the
Treasury; partner in Cravath,
Swaine & Moore, New York City.

Pennsylva'nia . delegation. i If: he
goes through with this plan, and.
party .leaders there have urged

“him to do’ so, he will become a‘
of the small state he is from, he’

candidate in Pennsylvama s Pres-

idential primary which probably

will be held late in April. It seems
unlikely that any other potential

candidate would challenge Gov.

Scranton ‘in this primary. If he

does not enter the primary, how-

ever, it 'will be wide open.

There exists already a good deal -
of support for Senator Goldwater
in the Keystone State. Without
Gov. Scranton in the primary, the
Arizona Senator might have a
good chance to win it. The Penn-
sylvania primary is not binding
on the State’s delegation to the
GOP national convention—mere-
ly a preference of the voters. As
such it could have considerable’
value to any candidate. Penn-
sylvania  has the third largest
delegation in the national.conven-
tion. One of the main reasons for
having Gov. Scranton as a favor-
ite-son candidate is to hold the
delegation = together, instead  of
having it ‘split over a number of
Presidential possibilities, and thus
put Pennsylvania in a strong posi-
tion- when ‘the voting on candl-
dates begins.

The Goldwater predominance
may also smoke out the Governor
of Michigan, George Romney,
who has declared he wishes only
to. stay on as Governor of his
State but who has been -acting
like a receptive candidate for the
Presidential nomination, Michi-
gan Republican leaders — and the
Governor—may follow the lead
of Pennsylvania Republicans and

.enter Gov, Romney as a favorite-

son candidate. He and Gov.
Scranton are both in position to
accept.a Presidential nomination
next year and, if defeated in the
general  election, - still have a
couple of years to serve out their
terms as Governor. Gov.-Rocke-
feller has never announced- his
candidacy, but he is expected to
head New York’s = convention
delegates.

Grodnick Wlth
Selected Inv.

CHICAGO I11. ——The naming of
Phillip W. Grodnick as wholesale
representative of Selected Invest-
ments Company, 135 South La
Salle Street,
has been an-
nounced by
Harry L. Se-
bel, President.
The -company
is national
distributor of
Selected
American
Shares, Inc,,
oldest Chicago-
managed mu-
tual fund. Mr.
Grodnick will
cover Wiscon-

sin, Minnesota and Iowa. Prior to
coming to Selected, he was associ-
ated with Francis I. duPont & Co.,
and previously with Craig-Hallum,
Kinnard & Co., Minneapolis.

Phillip W. Grodnick

pitized for FRASER*
p://fraser.stlouisfed.org/
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Proflt Makmg Potential -
In the SBIC Industry

By Charles E. Salik 'PIeSldent Electronics Capital Corporation,
Y"S«m Diego, Calif.

SBIC's are at the threshold where the mutual fund industry was in
1941, about to spark a new issue market— perhaps by the latter

part of this summer, and are the

ings that Wall Sireet has to date. In supporting these predictions,

greafest potential for new offer-

Mr. Salik offers a candid ‘insight into the unique. nature of SBIC’s
and the kind of spacial risk inherent in them which permits those
who can afford it an opportunity to obtain multiple appreciation
by getting in- early before the public offering. Wall Street is urged
to look into the SBIC's porifolios which are said to contain one

of the best screened ‘reservoirs of profit-making potentials,

Mr,

Salik points out SBIC’s must be fully and competamtly staffed, the

rough time experienced for a long period is-over, and all that is

needed for the puhlm to see values is the successful public offer-
ing of ten or more SBIcs.

There is no. question that the
SBIC movement is here to stay.
It is not going to evaporate. Con-
gress isn't going to abolish it, and
certainly in-
vestors are
not going to
leave sudden-
ly in great

.droves. SBIC’s

tough

have had a
time,
mainly be-
cause they
have been
misunder=
stood. But the

need_ for capi-

tal banks has
‘existed “since
thebeginning of this country’s eco-
nomic system. The problem has

" Charles E. Salik

- - been- talked about, a variety of

solutions have been tried, but only

since the 1958 Act was passed has

there been a formalized approach.
Sometimes government has to step
in and take over a role in getting
this kind of program under way.
There have been means to raise
capital, no question about it. But
as an organized system consisting
of hundreds of investment com-
panies dedicated to one area, pro-

‘'viding capital to small business,

this is a unique and very interest-
ing program. It is a program in
which, I think, the outside in-

- vestor should look twice before he

turns his head.
Experience—ihe Most Iniporta‘nt
Factor

I think the most important fac-
tor is experience. I guess I say

that because I've been at it now:

for about three and one-half years.
Nevertheless, the experience that

' we've learhed in this three and

one-half years is money in the

" bank for each of our shareholders,

Experience is required to. really
understand small - busihess, Al-
though I've been in small business

and I have personally financed

small business, I never realized

- -the varied type of personality with

which you must deal, the difficul-
ties, - the almost insurmountable
problems that small business faces.
Big business can cover up many

“of these problems with big grosses

and capitalization of certain ex-
penses. They can be hidden under
the mattress where no one can see.

I think a small business invest-
ment company.can live under the
governmental rules and regula-

_.tions passed by the Small Business

Administration. I know under the
original Act we had no trouble at

.all, . There have been some modi-
fications that give us a little wince

now and then, but nothing really
serious. The program essentially

. ha.s not been changed, and cer-
tainly the Congress is doing ‘what

itized:for FRASER

count. when you invest.
across: our Prospectus were the’

it can to try to rectify some of
these points.

I proposed to Congress about
three years ago the tax loss re-
serve idea because I thought we
would have greater losses thax, in

B fact, we actually did. We (ECC)

have yet to have a bankruptcy.
We have had some troubles. I
think we all will experience
troubles, but we expected a loss
in every five investments. I mean
a dead loss, and we were prepared
for-it. We tried to tell our under-
writers, our public and our -in-
vestors that this is a very. serious
thing you have to take into ac-
‘Right

words: “This is a speculative se-
curity.” But somehow this seemed

to light the match which lit the

firecracker, and away we went.
I .am sorry for some who lost
money -in this particular era, but
I happen to know an awful lot of
people who made a fortune in this
big ride—those who bought at ten
and sold.at sixtyeso I can’t be a
split personality, in this regard. I
can only look at the companys
merits.

A Different Kind of Risk .

Most important of all is risk. We
have all talked about risk, but
risk comes in various forms. Risk
consists of a man’s own willing-
ness to lose everything to make a
great ‘deal. Now, when I speak
of risk in this instance, I do not
mean the kind of risk that a bank
is willing to take or a finance
company is willing to take. None
of these risks are risks covered in
the mandate of Congress. Even
insurance companies who tend to
take a little more risk nowadays
don’t really take the kind of risk
were talking about.
the kind of risk for the kind of
reward that we really belleve
exists.

The taking of risks takes a lot
of patience, along with courage.
When we put money in a company
and we see that it just doesn’t
push. it forward, we realize that
the money itself doesn’t buy us ac-
celeration, When the Federal gov-
ernment holds back money from
small business for six months
when it should have paid within
90 days, and you know that only
your money is holding the thing
alive, it takes courage and an ex-
treme amount of patience. Then
you have the case of research and
development companies, the kind
of companies that we have gone
into, where they  started from
scratch with just ideas that. we
believe can convert to great
profits. When we go into a com-
pany like  that, it takes a long
hard pull to get that product fin-
ished. For example, we have a
company making an automatic

SBIC’s take
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oscilloscope. It took us a year and
one-half to get that product' to

where we could show it to some-.

body with ‘confidence - that it
wouldn’t break down in the mid-
dle of the demonstration. This
is risk taking, and it’s a hard,
difficult - job.. The darn. thing
works now, We are delighted to
say that we are going to have a
pretty good volume in ' that
particular company because we

. sweated it out. We were willing

to take the chance.

Now, risk, as I say is not really
the balance sheet risk that you
are so familiar with in listed se-
curities and unlisted securities,
nor the profit and loss statement
that comes out at the end of each
quarter of the year. Risk really
concerns people and their ability
to convert ideas and other people
into profits. And it can be done.
The whole SBIC system has been
built on that basis.

An  investor ‘who personally
takes great risk with limited
capital is foolish. The "average
doctor, for example, is continually
looking for growth-type invest-
ments. I know. I've got a lot of
relatives who are do‘gtors and they
go' into anything : because they
want capital gain income. Well,

I can’t blame them. But I know:

that the kind of risk we take
would not fit into the average
doctor’s direct personal portfolio.

:Nevertheless, he wants $10,000 to,
‘be. worth -$50,000 or $100,000 in

five or ten years, and he is im-
patient. So what does he do? ‘He
can either go in a little syndicate
with four or five other doctors and
buy a piece of real estate, or he
can go into a small electronics
company and just watch every-
thing dwindle away. Then they
come to us with the bones and
say: “Can you bring this corpse
back to-life?” Or the doctor can
come to us and say, “Well I think
I would like to buy your shares.
It looks pretty good to me now
and your management may just
be a little bit better able to deal
with the problem. Maybe [ won’t
get the $50,000 but I would be de-
lighted to get even $30,000 if you
can get it.”

This is what we’re here for, the
big reward. In the SBIC program,
it’s the maximum risk that’s fore-
most in our minds—for the maxi-
mum gain.- We try- to obtain as
much equity -as the risk requires.
We do not hesitate to-ask for a
high percentage of equlty if we
thing that our contribution of cap-
ital and management know-how
deserves that amount of equity.
We'll take considerably less equity
if- the management has already
demonstrated that they can per-
form.

So, we think that our kind of
company, our kind of specialized
company, fills a very important
niche. Equally, the other SBIC’s
that cover the broader field, also
serve small business in their own
way. They must, of course, take
less risk because they’ve got to
spread themselves over —many,
many industries. You can’t em-
ploy an analyst for each and every
industry in which you invest, so
you have to have a man who has
a lot of varied knowledge who
usually is not as strong in each
industry, but can give a summary
idea of what is being offered in
the way of an investment oppor-
tunity.

Entry Before the Public Offering

Is Made
"The investor, through SBIC’s,
does have a chance to invest in an
early stage of a company’s de-
velopment, before the public of-
fering. And when you get down

to it, that is the whole concépt of:

the SBIC movement—to givé the,

public investor a chance to gef in
early with- an opportumty for an
unusual gain. :

Congress thought of it because
they also thought of the converse
—that the risk was so great that
they gave us tax incentives that
were tontemplated mostly on loss.
It meant that we could take a loss
and not suffer too:greatly if we
had any income at all and also our
stockholder could take a loss if
we failed, So the idea was to
insure the risk toking. This kind
of insurance, I think, is valuable
to every SBIC investor, but not
the most important reason for in-
vesting. The reasons that you in-
vest in any company .is its man-
agement, If management can
demonstrate its ability to take
those risks and to perform, then
I think- you: have somethmg of
value.

Need Full Staffing

Now, what is our concept? Our
concept, again, is to take a close
look at ourselves as frequently

-as we can, Our Directors certainly

do. A big staff is required. I think
we have the biggest in the in-
dustry, with everybody specialized
in electronics, finance, marketing,
and so forth. Even our CPA’s are
electronics people. They have to
know what they are reading. They
have to know the terminology, as
well as the financial problems. It
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is awfully easy to get confused, so

'we believe a good staff, well spe-
. cialized in its field that knows

each and every segment of the
electronics industry, is necessary.
In electronics particularly, there
are 'so-many new- fields. of spe-
malty that pop up that we have a
big learnmg curve to face. Never-
theless, the best concept of a small
business investment company, in
my view, is to hire the best top-~
flight personnel available to give
them every source of technical,
manufacturing and marketing an-
alysis, to study all the areas: of
potential from every source avail-
able:and -then present it to the
staff committee so ‘that they can
make the judgment which can then
be given back to the Board in the
form of a recommendation.
Specialization cannot be over-
emphasized because I believe so
heartily in it. Maybe I am near-
sighted ‘in thig area, but I think
small business is prone to failure
for many reasons—but its chief
problem.in technical fields is that
many times the technical company
builds a product for which there
is no need, a mousetrap for which
there is no mouse. And it is easy
to invest in a heautiful, glamor-
ous flashing device that turns out
to be valueless, or only of minor

importance. So we feel that spe-
cialization is the critical aspect,
the filter of the products that -we

Ctmtimted on page 23

is

now locatéd at ‘

1290 Avenue of the Americas
New York 19, New York
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- Tax- Exempt

Bond Market

BY DONALD D. MACKEY

After, several dull and -generally
unprofitable -weeks, bond;-dealers .
were treated to several stimulat-
ing developments during the past
few days which have generated
more interest.. in tax-exempt
bonds and, if these conditions per-
sist, -should restore some profit-
ability to the business of dealing
in state and municipal bonds for
a short period at least.

Favorable Influences -
Recent Federal Reserve policy

has seemedto’ favor  supporting

the Treasury market in a general
way, to the end that a substantial
premium prevails for the new 4s
due 1970, and the longer term is-
sues, too, appear to have been
supported sufficiently to keep that
important phase of the Treasury
bond market in tolerably good
shape. Under circumstances part-
ly generated by scarcity, the cor-
porate bond market also has be-
haved relatively well and in spots
it shows considerable strength.
Moreover, the 90-day Bill mar-
ket has gradually -eased back
through 3% while the 180-
» day- Bills-have -eased back to the
3.05% -area, Both issues yielded
considerably more two weeks ago.
Free 'reserves have increased
modestly and the “loose talk”
about an .increase in the redis-
count rate seems temporarily at
least to have been relegated from
the financial writers’ and column-
ists’ headlines, although perhaps
not necessarily for long should
foreign financial demands lead to
an even further imbalance of pay-
ments. Under this condition, some
increase in short rates might be
 induced despite much direct rele-
vance, in the writer’s opinion.

No Credit Boom Expected

We are able to uncover but lit-
tle evidence that would dynamic-
ally induce any substantial de-
mand for money and credit, least
for the summer months. Although
personal income recently rose to
a record annual rate, it is noted
.that steel production ‘declines and
that auto production and sales ap-
pear to be running -at .a slightly
slower pace. It could be noted
that auto’ sales even: at the ‘1955
pace should hardly: be the opti-

mistic eriterion for the 1963 econ- -

omy.
thle these general economxc

indicators- ‘would appear to favork

the state  and municipal bond

market level:per se, it is. notable
that the market’s -own technical
factors  have become somewhat
better adjusted to. presentlif sus;
tain or improve rather than to
further depress the price level for
municipals.

Temporary Bearlshness

" Normally “a ‘heavy. new: “igste s .

calendar when compressed within

a few days: presents.a backdrop.

for some market set-back, par-
ticularly when fnventories have
been chronically. heavy. This dire
circumstance prevailed asthe busi-
ness week proceeded on Monday,
June. 24, The week’s proposed
underwriting totaled close t0$450,-
000,000  and. inventories ~were
about as high as they 'had ever
seemed to be and were for.the
most part stagnating. on ‘shelves.
Monday seemed marked “for a
definitely easy market and
marked-down dollar quotations
for the various toll road and other
revenue issues were very much in
evidence.

This extremely heavy market
situation changed abruptly Tues-
day morning as the new issue
meetings began to conclave. Syn-
dicate managers, led particularly
by the dealer banks, appeared to
have decided that the new issue
market had been depressed  far:
enough and that a broader in-
vestor interest should be at hand,
Highly competitive -bids.. were
made for ‘all of Tuesdays’ high
grade general obligation _issues
and most of them met with geod
investor reception, as will be later
set forth. :

From a calendar profuse with
about $850,000,000 of assorted of-
ferings a week ago the total of
scheduled and tentatively sched-
uled ‘issues presently totals lit-
tle. more than $460,000,000.

The aggregate, by the way, in-
cludes the proposed offering late
in ‘July of $200 million Grant
County PUD No. 3, Washington,
bonds via a nationwide syndicate

managed .by John Nuveen & Co.,

Ine., B. J. Van Ingen & Co., Inc.
Blyth & Co., Inc., Kidder, Peabody
& Co., Merrill Lynch Pierce, Fen-
ner & Smith Inc., and A.C. AllJ’n
& Co.

Report of the projected king-
size undertaking was received
shortly before we went to press
last night. This. represents an.ad-
vance refunding. operation as the
proceeds of the offering will be
held in.trust to redeem.an equal -
-amount' of: outstanding Wanapun

E 7 :
lectric’ Revenue bonds issued in .pended: in. the  City of Ch1cag0‘

- Calumet - Skyway issues: - whilé®
“Mayor. Daley - and. other. off1c1a1s."
decide on what to .do’ about -the
July 1 mterest .payment Because d
no word has .as yet been forth- :

1959 and first redeemable on Jan
1, 1970.

The refunding i 1ssue will include’

$40 million senals due from 1971
to . 1988" mclusxve

lion term, to mature in2009.

Also scheduled for the latter part ‘

of July is the initial sale via com-
petitive bids of about $40 ‘million
of  its tax-exempt,  institution
bonds" holdlngs by:the’ Commumty
Facilities' Administration.” At yes-=
terday’s information meeting:

MARKET ON REPRESENTATIV E SERIAL ISSUES

"New Jersey Hwy Auth Gtd
. New York, State
Pennsylvama, State

¥Delaware, ; State ______ i -222290%; .
NewHousmg Auth. (N: Y., N, Y.)- 3% %

Los Angeles, California
Baltimore, Maryland

Cmclnnatl Ohio (U.T.)oco____ 3% %

Phxladelphla Pennsylvania
*Chicago, Illinois
New York City ‘
June 26, 1963

*No apparent availability.

. -Rate = Maturity Bid

315% 1982 v .-+ -3.25%
3%4% - 1981-1982. 3.25%
3% 1981-1982 3.15% .
1981-1982 - 3.10%
339, 1974-1975 . 2.85% -
;1981-1982- 3.15%
1981-1982° 3.15%
1981-1982 3.25%
1981 3:20%
1981 3.20%
1981 3.35%
1981 3.25%
3% 1980~ 3.08%
Index=3. 06%

3.15%
3.00%
2.75%

3.00%
3.15%
3.10%
3.10%
3.25%
3.15%
3.02%

334%
3% %

3% %

$50 ° rmlhong
term, due in 1998; and $110 mll-”

g Askeﬂ ?

3.00%.
3.05%.
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Commissioner Sldney H, W’oolner :

said. the -agency ‘holds over $600-
million of such bonds and that at*
" ‘least - four- ‘national - syndlcates

:have been orgamzed to bid for the.
38 issues to -be -disposed -of: m‘

the forthcommg sale

lnventory nges On" 7

i~y

As touched.upon last week the
1nventory situation . -has .
showing some slight reductlon
from its astronomical hlghs
Bonds showing in the Blue List
have totaled close ‘to $750,000,000
in recent weeks. State and mu-
nicipal bond offerings in the Blue
List on June 26 total $563,890,-
272. 'This  may be temporarily
swelled by this week’s king size
offerings of new issues but it

-seems likely ‘that.realistic new, 1s-'

sue pricing may reduce balances
to ‘smaller totals- than'-have re=-
cently been the experience.

Yield Index Steady

In the exuberant new issue mar-
-ket-that has blossomed on. Tues-
day and Wednesday, the general
level of winning bids is perhaps
‘up a point or thereabouts against
a theoretical comparison as of a
few days back:. Qur state and mu-
nicipal bond ‘yield index' does not
reflect so rapid a-rise since-it is
derived from secondary market
offerings.

- The Commerczal and Finaneial
Chronicle’s’ “géneral - obligation
high' grade 20-year’ bond yield
index averages at 3.06% on June
26, unchanged from a week ago.
This, of course, indicates that,
generally speaking, offerings of a
week ago may be purchased on
the same terms that prevailed a
week back despite the roaring
new issue flurry.

Some Dollar Issues Appreciate
Substantially ;

A few of the dollar quoted long
term toll road, toll bridge, public
utility - and othér revenue bond
issues  have responded dramati-
cally to the more competitive new
issue bidding. The Florida Turn-
pike 43%s are up 1% points to
110% bid, while Indiana 3%s and
Kansas 33gs are. up l/z on the bid
side,

The 23 issues represented in the
Chronicle’s Revenue bond index
average out ‘at ‘a 3.45% yield on
June 26. Last week the index was
3. 46% ;

" Chicago’s Dilemma =~~~
Trading -has been . all but sus-

commg from Chxcago . to
whether- the- City" plans ‘to extend

financial assistance to-the deficit .

operating « - Skyway;~ —expressed

“quoetations®for the' 335 ‘and-43%s’

issues due 1995 :are:either nominal
-or work:out: ‘A-default would, be
unfortunate both. for.‘the: bond
holders and the: Clty

Recent - Awards Tigavta

cume’ of “staterand: mummpal new
‘issues: thissweek as we. have! noted
previously. : Monday started” ‘the

'sights in. bidding.. Initial investor
demand seemed to justify - the
higher- scale of reoffering yields
with most issues off to an ex-
cellent start.

Last Thursday only one issue of

Continued on page 35.

~Franklin. Township,S..D.; Nodeefe

been

.Aurora, Golo;wtdzirii he ond g

. Fla, State Bd. of Education, Fla,

‘Royal Oak Sch. Dist., Mich

# Spnngfxeld Mo
"Arhngton Indep Sch. Dist., Texas

"Akron 0h1
i=*Theréhas: beer a ‘bammer VoL = :
3:15%-

~week :off- slowarbulwby Tuesday " _
and Wednesday, dealers and banks®
had . progressively raised | their " °

- Larger Issues: Scheduled For Sale

In ‘the - followmg tabulatlons we. llst the ‘bond issues of ;
$1 000 000 or more ior which speclflc sale dates have been set. :

. June 27 (Thursday)

Babylon Unlon Free SD.#7, N.-Y. . 2,178,000
.-1,995,000.
Gréenté; "Efc, Céntral $D #1 N
Independence S.'D.; Mo. Ll L 2
Kettering,: Oth_.._.._.._' __________ ek
Mississippi. State Univ. of Agri-

culture and'Applied Scieénce____
St.- - Paul = Park-Newport Indep.

School District No. 833, Minn._.

2,288,000
2,000,000
2,100,000

Wash, State Univ., Bd of Regents - 4,580,000

July 1 (Monday)

Athens, Ala._ 2,358,000

Elyria, Ohio
8,735,000
Lamar, Colo

Oro Madre Unif. S. D., Calif.____ i
Roseville, Minn

1,250,000
1,052,000
2,000,000
Waukegan Pub. lerary Bldg., I11. + 1,250,000

July 2:(Tuesday)
8,210,000

1,700,000
3,500,000

Allegheny County, Pa
Garrard Co. Sch, Bldg. Rev., Ky.._
Kent State University, Ohio

‘New York State Dormitory Auth.: 22,500,000
1,500,000 *

Torrance Unified- Sch: Dist:, Calif.
July 3 (Wednesday)

Wayne County Riverview Sanitary -
Dramage Districts, ‘Mich

July 8 (Monday)

Cook Co. H. S. D. No. 214, 11l 2,450,000
Gretna, La.

July 9 (Tuesday)
Columbus & Franklin Co. Metro.
Park District, Ohio

Marshall, Mo :

Memphls, Tenn.___: 10, 000 000
Pennsylvania General State Auth. '50,000,000
San Luis Obispo, Calif 1,200,000
Washoe County, Co. S. D., Nev._.. 5,883,000

July 10 (Wednesday)
4,500,000
2,950,000
3,200,000
3,750,000
2,150,000

Hamilton, Ohio

Marion County SD No. 24J, Ore.

Mississippi. Gulf Coast Jr. College

Mobile, Ala

Punta Gorda, Fla

Racine, Sturtevant, Etc
Sch. Dist. No. 1, Wis

Umver51ty of Texas

Unified
: 10,600,000
4,000,000

July 11 (Thursday)
Lamar Cons. Ind. S. D., Texas____ 1,000,000
Umversxty of Oklahoma 5,700,000

- July 12 (Friday)
Umversny of -Arizona 1,500,000
Umversxty of Rhode Island_:_: 1 ;550,000

o July 15 (Monday)
Florlda Development ,Commission 2,825,000
O}no Umverszty____‘_;;___--.';-_-_

July 16 (Tuesday)

22 250 000 3

D1nmg System___;__; ________ ‘_\

Bloonungton Laas Sh #271, Minn,
‘Fredericksburg, Va..

3 000 000
July 19 (Fnday)

PRVE G T PR

July 22 (Monday)
£ _ ¢ 3,000,000
Santa‘Barbala'H‘S‘ D:; Cahf'.’___'_'_' +5,368;000:
Yorktown, Somers, etc Central
sch Dlst No LN Y.r :

July 23, (Tuesday)

-Grant Cmmty PUD N 0.-2;*Wash..- 200,000,000

Syndicat, d-b Jh Nven&Co BJVanlngen&Co Inc
Toth & Con e o Poabody Merrill Lynch Pierce, Fenner &

Blyth & Co., Inc., Kidder, Peabody & Co.,

-Smith, Im:, and A C. Allyn ‘& Co.)

Johnson 'Co, 'Water D, No. 1, Kan. 25,000,000
4,500,000

Los Angeles, Calif
July 29 (Monday)

. Housing & Home Finance Agency

(Commission Facilities Adm.),

Washington, D. C 42,016,000

271 T400,000°
+417150;000°:
3,000,000 .

-8,000,000 -,
2,000,000 .

1,250,000 .

1,250,000

3,250,000

3 030 ooo*f

July 17 (Wednesday)A ;
1,100,000 -
o | 320 000"~

-1,000,000"

1964-1993
1964-1983

1964’-‘.1993
1965-1976

1964-2001

11966-1993

1964-2002
1964-1993

1964-1983

1:00 p.m,
8: OOpm.

231 OOpm.
17 OOa.m.
Noon

- 10:00 a.rn.

© 4:00 p.m,

10:00 a.m,
:2:00 p.m,
10:30 am.,

1964-1989

1 1965-1983
1964-1988

1964-1982

1964-1993
1964-1993

1963-2000 .
1965-1995

1964-1983

1964-1992

1969-1982
1964-1988

1964-1970
1966-1983
:1964-1988
'1966-1990
1964-1988
1964-1981

1964-1983
1964-1983

1965-1984
1966-1998

1964-1983

1966-2003

1966-2003

-'1965-2002

‘1965 1990 -
1965 2002“

1954-1988 -

1965-2002

8:00 p.m,
7:00 p.m,

1:00 p.m, -
11:00 a.m.

2:30 pm.
Noon

11:00 am,

8:00 p.m.

Noon

11:00 a.m,
10:00 a.m,
10:00 a.m.
11:00 a.m.

2:00p.m.,
10:00 a.m.-

1000am. ‘

10:00 a.m,
Noon -

200pm.
11: OOam.

- 7:00 pm,

11:00 4.,

:1964-1988 *-9:30a m.

:1971-2009 -

1964-1983

930am.l :

gitized for FRASER
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”Why Common

Stocks Belong

In Public Pension Funds

By Richard T. Langan,*

Mr. Langan presents compelling, time-tested, reasons as to why com-

.
Vice- Presulent Moody’s Investors
Service, Inc., New York City y

mon stocks belong in pension funds which exclude even the remote
prospect for a repetition of the extraordinary 10- to 15-year bull
market after World War 11, Author’s text and takles of funds startad
- in 1929 and 1939, invested in Moody’s 125 industrials, hoth. under-
‘'score and clear any doubts as to the appropriateness of ‘stocks for
. the, Iong -term _in " order to permit: undivided attention ' to- the ‘real
_.* questiont -how much’ sholﬂd be. invested in- common, and .how stocks
.. .should "he. selecied, acqulred, supemsed, ‘etc. ‘Though- Mr. Langans
.. paper.deals ‘with civil service empluyées fund, what he says' Should
~ . be of  generai; ‘interest. He carefully ‘explains “how: ‘the transition '
;- should _be: madey suggests,ratlo ob;eoﬂve. examines principal stand- -
_- ards for - choosing individual common with stress placed on limiting -
- - heldings ‘and ‘on dollar: averaglng, and.. recommends sservices of .-
. mvestment expert for proper portfolio supervision.

The broad subject of my. paper is:
“Common’Stocks as an. Investnient

Medium ' for Public ' Retiremeént.

Funds.” ‘And’ w1th some elabora-
tion ' I am go-

ingtopoint cut
“that’ common
stocks ‘should *
be ‘an integral
part of the in-
vestment pro-
gram of public
retirement
systems, I'll go
further than
that . and - say
that common
stocks not .
only - do have.
a place, but
must:have a place, in the invest-
ment portfolio of a well-conceived :

Richard T:Langan

. pension plan Any plan whicth 1s,

lackmg in common stocks is. lack=
ing in‘one of thé plllars of .a suc-
cessful plan.

.However, I am sure that no one
ch‘arged with a duty and respon-
sibility regarding. a pension fund
~would " accept.the idea -of using
commons just because it is a cur-
rent fashion. Nor just because
stocks have proven o) successful
in these past 10 or 15 years. Of
course, they have been successful
in that time, .because that was a

time of catching up after a long

war, of industrial boom which was
. worldwide, - of ' inflation, and' also
of ‘a broad structural change in
the habits of ‘institutional inves-""
tors which greatly increased the
demand. for stocks. So, not only
pension funds but, if I may say so,
even any fool who held stocks
during these last 15 years: or' so
made money, enjoying both a
great increase in income and in
market value. This short and un-
usual period taken alone, is no
solid basis for recommending to
pension managers that they revise

their plans- to. include ‘common-
stocks “now. - Pension plans'-are -

very. long-term investors. Times
may change. And one thing is sure:
The experience of the last 15 years
won’t be repeated soon,-if ever.

We can’t have another postwar:

boom or another postwar inflation
or another structural change in
investing ‘habits. Undoubtedly
these "things are over &nd ‘done
with for the present. Therefore;
do not think that' I ‘am urging-
commons as a class of investment
that would'be able to perform in
the next few years just what they
have done in these last few years:

The view that common belongs
among pension fund investments

is based on an.entirely different
.sét of reasons. Le# us summarlze ‘

vthem under four headings:"
.(1)° The fact that.'if, colnmon
stocks are not good mvestrnents as

itized for FRASER

‘1ong-term holdings, then neither
are bonds good investments;

(2) The fact that the American

.economy has become much more

stable, much ‘less subject to dras-
tic changes and shifts, and that it
is under the sway of forces which
lead further in that direction;
(3) The fact that common stocks
are now imbedded in the financial
structure of the country and its

economy, and cannot conceivably

downgraded as a financial in-

e
lztrument without . wrecking the

economy;
(4) Finally, the fact that the
actual long-term history of com-
mon- stocks under past chaotic
conditions, under the most trying
circumstances, has proven that
they are first-class mvestments

Stocks ‘Versus Bonds for the
Long-Run

The first of these points seems
to be established on irrefutable
logic. Ours is a capitalistic econ-
omy based ' overwhelmingly on
debt financing. We cannot have
sound debts without ownership of
sound assets on which the debts
are secured. In the U. S., that
ownership is represented by

equity-common stocks. This logi- .

cal fact is, indeed, borne out in
history. The great depression’ of
the 1930’s involved a temporary

collapse of common stock prices .

and dividends, because it was a
temporary collapse of the econ-
omy. But what about bonds? Far
from being a safe haven for money
in 1929-33, bonds fell to their low-
est levels on record. At their low-
est, long-term bonds were typi-
cally quoted at 60 cents on the
dollar. And note this: That 25%
of all corporate bond issues of a
size of $5 million or less went into
default, and 15% of all issues of
$50 million or more in size went
into default in those years. These
are facts researched by the Na-
tional Bureau for Economic Re-
search.

Thus in the bond field, as well
as in the stock’ field, there were

‘casualties, -and mortgages -went

sour éverywhere. Nor was cash
a safe harbor; we all remember
what happened to the banking
system The other side of the coin

is ‘that bonds are unquestionably

fine investments in a healthy econ-
omy, which is prec:1se1y the en-
vironment that is good for equity
investment. Stocks are comple-
mentary to bonds in the economy
and so they are in any long-terin
investment fund, too.

Doubts Repetition of 1930's

) Collapse”
My second' point is that the en-
vironment has been becoming

more:.and- more stable and - less- - i
subject' to' upset ‘as’the' country -

. The Commercial and Financial Chronicle

has matured, We all find our-
selves harking back to that tem-
porary collapse of both bonds and
stocks in the 1930’s, of course, and
wondering if it could happen
again. In thinking about this, let
us bear in mind first that not even
that disastrous period stopped the

..long economic history of the coun-

try, involving a rise in national
wealth, assets, earnings, dividends
and market values over the years.
And, secondly, let us remind our~
selves why it would be all but
impossible for us to repeat any
such experience.

The reasons include the built-in -
stabxllzers, including all' the: So-
cial” Secur1ty provxsmns—old age’
and survivors':insurance, ' unem-.

ployment 'insurance. and so: oni—

which now affect so large a part:

~ of ‘the, population.' They also . in-
clude insurance of bank deposits;
of building. and  loan aecounts,

careful régulation of the securities.

markets, and a tremendously more
sophisticated central banking sys-

tem.” More than that, they include:

the larger proportion of: Govern-
rnental outlays in the sum total of
the country’s Gross National Prod-
uct and this, despite aspects which

none of us:like, is in truth a sta--

bilizing element. ~They. also. in-
clude steady growth of service in-
dustries relative to others which
have a far more stable pattern
than many manufacturing lines.
And manufacturers have become
greatly diversified, so that build-
ing materials are no longer merely
cement, steel, wood, and brick but
embrace plastics, glass, aluminum,
and so on. The business cycle has,

as they say, broken up; or rather,

smaller business cycles, of which’

there aré many, tend to overlap or
even compete  with each other,
producing a’ net -evening-out of
the total product. Finally, overly-
ing all this, the social conscious-
ness of the nation is such that
nobody would put up with any

{serfous and 'continuing deflation

.or retrograde movement of any
kind. If you say, as you may, that
this is inflationary — well, are
commons the wrong thing for such
an’ environment?

Stocks Are Solidly Entrenched
~ My third point about common

stocks is that they are now solidly .
.country,-
alongside " bonds, ‘as ingtruments .

held.. {throughout" the .
which indeed represent the -econ-
omy. -Commons. have lost- their
status as playthings in the specu-

lative market. As mere counters -

in a great stock market gamble,
they. have disappeared,  Instead,
they are “held in pension funds
everywhere, by all the great
foundations, ' such* as the: Ford
Foundation; by trustees, by every
school, college, church, charitable
foundation as well as’ by millions
of individual investors who hold
them as revenue-producing assets.

Any threat of real injury to this
basic sector of ‘the economy is
bound, therefore, to encounter the
most determined opposition and
counterforce, politically and other-
wise. It is simply out of the ques-
tion that any drastic injury to
common stocks as a class could
occur, unless one were to work
up fears to the extent of expect-
ing a
these United States. -

Those who run a pension fund
are, in effect, running an insur-

Communist revolution in
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ance operation. They consult
actuarial experts in calculating
their future liabilities and they
base their answers on experience
tables. In just the same way, we,
as investment experts, invite one,
and all to consider the experience
tables on investment returns--see
accompanying three tables—called
“Summary of Experience in Com=
mon Stock Investment.” '

Let us now, however, look at
these tables from an hlstorlcal :
viewpoint and see what actually
happened during a longer period
m which the worst of all depres-

-sions’ and the greatest of all wars

took place — the period 1929 to
date.: :

_ Investing at the Worst Time

Pension managers may. well ask
why such a ‘catastrophic experi-
ence as that should come under
review, if as I just. pointed out,
the economy  is becommg more
stable. The answer is that any
wise man-should look at the worst
as well as the best, It is only com- -
mon sense. Probably everyone
would agree that the worst pos-
sible time to have commenced
pension fund investing in common
stocks would have been in 1929.
Suppose one had been in that
position, and suppose he had fol<
lowed the established pension
fund practice of buying commons
on a dollar-averaging basis. ' The
accompanying tables record what:
would have happened to a fund
in which the annual contribution

of $1,000 had been invested “in . -

Moody’s 125 Industrial Stock
Average, This is an average which
Continued on page 34

A. C. Allyn & Co.

Incorporated

" J. R. Williston

]tvme.ZSA, 1963

Hornblower & Weeks.
Paine, Webber, Jackson & Curtis

Dominick & Dominick
Hallgarten & Co.
Lee Higginson Corporation
Blunt Ellis & Simmons
First of Michigan Cornoration
Irving Lundborg & Co.
Piper, Jaffray & Hopwood-
Butcher & Sherrerd
Crowell Weedon & Co.
Brush, Slocumh & Cai, Ine:

Incorporated

- This advertisement is nat an offer to sell or a solicitation of an offer to buy tl;ese Securities.

The offering is made only by the Prospectus.

Travelers Express Company, Inc.
267,740 Common Shares

Par Value $1 Per Share

5 Price $13.50 Per Share

Copies of the Prospectus may be obtained from any of the several Underwriters only in
States in which such Underwriters are qualified to act as dealers in securi-
ties and in which the Prospectus may be legally distributed,

Dean Witter & Co.

Bache & Cos

Reynolds & Co., Inc.
Courts & Co.

‘Schwabacher & Co.

Lester, Ryons & Co,

&"Beane :

F. S. Moseley & Co.

Francis 1. duPont & Co.-
E. F. Hutton & Company Inc.

J. M. Dain & Co., Inc.
Kalman & Company, Inc.
The Milwaukee Company Newhard, Cook & Co.

Coffin & Burr’
Bateman, Eichler & Co.
Sauhders, Stiver & Co.
-Woodard-Elwood & Company

l

A. G. Becker & Co.

Incorporated

Goodbody & Co.

G. H. Walker & Co.

Incorporated

Loewi & Co.

Incorporated

Walston & Co.,. Inc.
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DEALER-

INVESTMENT

BROKER
LITERATURE

AND RECOMMENDATIONS

IT IS UNDERSTOOD THAT THE FIRMS MENTIONED WILL BE PLEASED
TO SEND INTERESTED PARTIES THE FOLLOWING LITERATURKE:

Airlin e Industry — Analysis —
Winslow, Cohu. & Stetson, Inc,, 26
Broadway, New York 4, N..Y,

Bache Selected List—Revised edi-

tion covering -557 stocks in 46 in-

dustries in addition to other issues
which cannot: be placed in any
particular industry -classification—
Bache & Co., 36 Wall Street, New
York 5, N. Y. Also available are
comments on  Defence 'Industry
Stocks; Burlington, Collins & Aik-

man,- Aluminum: Companies and-

the Motor - Companies,
Banks—Quarterly Review—M. A.
Schapiro ' &  Co., Inc., 1 Chase
Manhattan Plaza, New York 5,
New York.

Canadian - Budget for 1963-64—
Diiscussion—Greenshields Incorpo-
rated, 507 Place d’Armes, Mont-
real,. Que., Canada,

Canadian “Eligible Book”—29th
edition of compilation of pre-
ferred and common  shares con-
sidered eligible for investment by
Canadian insurance companies—
Cochran, Murray & Hay Limited,
7 King Street East, Toronto, Ont.,
Canada,

Canadian Oil Industry—Study
with particular reference to Dome
Petroleum Ltd., Home ‘Oil ' Com-
pany Ltd., and Hudson’s Bay -Oil
& .Gas Company Ltd.—Equitable
Brokers Limited, 60 Yonge Street,
Toronto 1, Ont,, Canada

Electronics Industry — Discussion
~—David L. Babson and Company,
89 Broad Street, Boston 10, Mass.

* Fire Casualty Insurance Stocks—
Analysis of first quarter results
—XKidder, Peabody & Co., 20 Ex-
change Place, New York 5, N. Y.
Also available is a memorandum
on Latrobe Steel Co.

Funk & Scott Index of Corpora-
tions & Industries — Index of
articles on corporations, -indus-
tries,  and general business sub-
jects taken from over 200 financial
publications, 350 broker’s reports,
and speeches before analysts
. societies — 1962 Annual Cumula-
tive Volume $30. Further informa-~
. tion on the weekly or monthly
issues available on request—In-
vestment Index Co., 206 F Colon~
nade Building, Cleveland 6, Ohio.

Intermediate Government Bond
Market—Bulletin—New York

Hanseatic Corporation, 60 Broad

Street, New York 4, N, Y.

Japanese Market — Review — No-
mura - Securities - Co.,, Ltd,, 61

Broadway, New. York 6, N. Y.

Also - available is an analysis of
Sanwa Bank Limited.
Japanese Market — Monthly - re-
view ‘including 'details on Ka-
jima = Construction, . Ricar Sew-
ing Machine, Fuji Tsu, Toyota
Motor, Toyo Kogyo, Honda Motor,
Yashica, Nippon Musical Instru-
ment, and a comparison ' of
U. S. and Japanese Statutes re-
lating to' securities trading Dai-
wa  Securities Co., 'Ltd., 149
Broadway, New York 6, N. Y.
Japanese Steel Industry—Report
—Yamaichi-Securities Co. of New
York, Inc., 111 Broadway, New
York 6, N. Y. Also available is a
report on Komatsu Manufacturing
Co. : ;

Life Insurance Company Stocks—
11th annual edition' of brochure
reviewing 24 life insurance com-
pany stocks—First Boston Corpo-
ration, 20 Exchange Place New
York 5, N. Y.

Lively Art of Leasing—A dis-
cussion of the equipment leasing
industry — in June issue of “The
Exchange” Magazine — The Ex-
change Magazine, 11 Wall Street,
New York 5, N. Y.—20c per copy,
$1.50 per year. Also in the same
issue is a-discussion of the -mean=
ing of the auditor’s. report for in-
vestors, and - brief .comments on
High Voltage Engineering. Corp.,
Hawaiian Telephone Co., Pacific
Petroleums Ltd., Emhart Manu-
facturing Co., Fafnir Bearing Co.
and Petrolane Gas Service.

Louisiana Bended Debt—Detailed
study of Louisiana and the
Bonded Debt of the State, its
Agencies and political subdivi- g
sions—Howard, Weil, Labouisse,
Friedrichs and Company,211 Car-
ondelet Street, New Orleans 12,
La., $5.

Mail Order Industry—Discussion
in June issue of “American In-
vestor”—The ' American Investor,
86 Trinity Place, New York 6,
N. Y, 25¢ per copy, $2 per year.

Utilities

HAnover 2-2400

“For banks, brokers and financial institutions . . .
Firm Trading Markets in:

Industrials

Gas Producers [ Pipelines
Independent Telephones

- Block inquiries invited

Troster, Singer & Co.

Members New York Security Dealers Association

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

Teletype 212 571-1780; 1781; 1782 -

The Commercial and Financial Chronicle . .

-Also in the same issue are dis-

cussions of Paul Hardeman Inc.,

'Russ Togs, Crown Aluminum In-

dustries, Electronic Communica-
tions Inc.

Municipal Matket —Review —
Goodbody ' & 'Co., 2 Broadway,
New York 4, N, Y.

New Stocks—Old Names—Com-
ments on 10 companies which.

have recently gone public—W. E..

Hutton & Co., 14 Wall Street,
New York 5, N. Y.

0il Stoecks—Comparative figures
—Reynolds & Co., 120 Broadway,
New York 5, N. Y. Also available
is 'a -report .on General Motors
Corp.

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.

Puerto Rican Securities—Quar-
terly report—Government Devel-
opment Bank for Puerto Rico, San
Juan, Puerto Rico.

Puerto Rico—Review—Hartwell
& Redfield, 375 Park . Aveaue,
New York 22, N. Y.

Railroads—Review—Calvin Bul-
lock, Ltd, 1 Wall "Street, New
York 5, N. Y,

Sugar Market—Review—Lamborn
& Company, Inc., 99 Wall Street,
New York 5, N, Y.

Wall Street Transcript — Reprints
of full texts .of brokers’ reports,
cross indexed — Issued weekly —
available on subscription—Sample
copy on request — Wall Street
Transcript, 54 Wall St.; New York
5, New York.

# £ w

Abitibi Power & Paper Company
—Analysis—Royal Securities Cor-
poration Ltd.,, 244 St. James
Street, West, Montreal, Que., Can-
ada. Also avallable are analyses
¢f Federal Grain Limited and
Revelstoke Building ~Materials
Ltd.

Allied Chemical Corp.—Report—
Schweickart & Co., 2 Broadway,
New York 4, N. Y.

‘American Home Products—Anal-
ysis—Tessel,. Paturick & Com-
pany, 61 Broadway, New York 6,
New York.

‘American Telephone & Telegraph

—Review—Carl M. Loeb, Rhoades
& Co., 42 Wall Street, New York
5, N. Y Also ‘available are re-
views of Zenith Radio and
Schlumberger Ltd.

Anaconda—Review-—-Evans & Co.
Incorporated, 300 Park Avenue,
New York 22, N. Y. Also avail=
able are .comments ,on Celanese
Corperation,

Anheuser Busch—Analysis—Wat-
ling, Lerchen & Co., Ford Build~
ing, Detroit 26, Mlch

Arlans Department Stores—Mem-
orandum—~Kenneth Lloyd Co., 52
Broadway, New York 4, N.. Y,

Atlantic Coast Line Railroad
Company — Comments — Vilas &
Hickey, 26 Broadway; New York
4, N. Y, Also available are com-
ments on Chicago Rock Island &
Pacific and Illinois Central In-
dustries.

Bestwall Gypsum — Comments —
Herzfeld & Stern, 30 ' Broad
Street,. New York 4, N. Y. Also
available are comments on Inter-
state Motor Freight System and
North American Car.

Canadlan Paclflc—Comment——Op-
penheimer, Newborg & Neu, 120
Broadway, New York 5, N. Y.

L. E. Carpenter—Memorandum—
Estabrook & Co., 80 Pine Street,
New York 5, N. Y

Chrysler Corp.——Comments—~Mc-
Donnell & Co. Incorporated, 120
Broadway, New York 5, N. Y.
Colgate—Memorandum—Shields
and Company, 44 Wall Street,
New York 5, N. Y.  Also available
is a memorandum on Sunbeam,
Continental Investment Corp.—
Analysis—J. C. Bradford & Co.,
414 Union Street Nashville 3,
Tenn,

* Cove Vitamin & Pharmaceutlcal——-—

Report—Hill, “"Thompson ‘& Co.
Inc., 70 Wall Street New York 5
New York.

du Pont of Canada~Memorandum.

—Andras, Hatch & Hetherington;
320 Bay Street; Toronto 1, Ont;,
Canada. Also available is.a mem-

.orandum on Canadian Industries:’

Eaton Manufacturing Company—
Analysis—Bacon, Whipple & Co.,
135 South ‘La Salle- Street, Chi-
cago 3, Ill. Also available is an
analysis of M. A. Hanna Company,
Endicott Johnsen—Memorandum
—E. F, Hutton '& Co., Incorpo-
rated, 1 Chase Manhattan Plaza,
New York 5, N. Y.

Fedders Corporation—Analysis—
Colby & Company, Inc., 85 State
Street, Boston 9, Mass. Also avail-
able is an analysis of Simmons
Company.

Fiat Metal Manufacturmg—Mem-
orandum—Julien Collins & Com-
pany, 105 South La Salle Street,

" Chicago 3, IIl.

General Battery & Ceramic—
Memorandum—DBruns, Nordeman
& Co,, 115 Broadway, New York
5, N. Y

Kansas City Power & Light—
Memorandum—Hirsch & Co., 25

.Broad Street, New York 4, N. Y.

Also available is'a memorandum
on Colorado Interstate Gas Co.
Korvette—Memorandum—Joseph-
thal & Co., 120 Broadway, New
York 5, N, Y.

Langendorf United Bakeries, Inc,
—Analysis—Birr, Wilson & Co.,
Inc., 155 Sansome Street, San
Franicsco 4, Calif. Also available
is an analysis of Philips N. V.
Leaseway Transportation: Corpo-
ration—Review—D. H, Blair &

.Company, 5 Hanover Square, New

York 4, N, Y. Also available are
reviews of the Rail Equipmeni
Leasing’ industry and U. S.
Freight Company.

Life ‘& Casualty Insurance Com-
pany of Tennessee — Analysis —
Courts & Co., 11 Marietta Street,
N. W, Atlantal Ga.

Life Insurance Company of Vlr-
ginia—Analysis—Craigie & Co.,
Inc,; 616 East Main Street, Rich-
mond 15, Va,

Lily-Tulip Cup Corp.—Analysis—

L. F'. Rothschild & Co., 120 Broad-
way, New York 5, N, Y.

Lucky Friday lever, Lead Mines
—Chart Analysis—Reuben Rose &
Co.,  Inc., 115 Broadway, New
York 6, N. Y. j

- Macke. Vending Company—Anal-

ysis—Ferris ‘& Company, 611 15th
Street, N.. E.; Washington 5, D. C.

Magnavox Company—Analysis—
Eastman Dillon, Union Securities
& Co., 1 Chase Manhattan P]aza,
New York 5, N.'Y,

Magnavox. Company—Analysis—
Jas. H. Oliphant & Co., 61 Broad-
way, New York 6, N. Y.

Massachusetts Indemnity & Life
Insurance Company — Bulletin —
Ralph B. Leonard & Sons, Inc., 50
Broadway, New York 4, N, Y.

. Thursday, June 27, 1963

McCandless—Memotrandum—.
Frank Ginberg & Co., ‘Inc., 25

Broad Street, New York 4, N. Y.

Mississippi Glass Company—

Analysis—A. C. Allyn & Co., 122 :
South La Salle Street, Chlcago 3,

III. Also available are analyses

of Minnesota and Ontario Paper

Company and American Electric

Power,

Monsanto Chemical—Comment—

In current issue of “Investors

Reader”—Merrill Lynch, Pierce,

Fenner & Smith Incorporated, 70

Pine Street, New York 5, N. Y.

Also in the same issue are com-

ments.on Heover Ball & Bearing

Co., Twentieth Century Fox' Film

.Corp., Slmpliclty Pattern - Com-

pany, Arkansas. Valley Industnes,
Inc., Youngstown' Sheet & Tube,
Internaticnal Distillers ' & . Vint-
ners - Ltd., - Reichhold -Chemicals
Ine., Flrst National City ‘Bank,
Macke : Vending and-Sinclair Qil
Corp.

Mueller Bras s—Report—-Shear- i
son, Hammill ‘& Co., “14 Wall
Street New York 5, N D4

National Western Life Insurance
Company — Analysis—P e ter S,
Writer ‘& Christensen Corpora-
tion, 724 17th Street, Denver 2,

Colo ;
North American Life & Casualty
Company—Memorandum——Pame

Webber, Jackson & Curtis, 209

-South La-Salle Street, Ch1cado 4,

Illinois.

North American Van Lines Ine.— '
Memorandum—Glore, - Forgan. &
Co., 45 Wall Street, New York 5,

New York. :

Nytronics Inc.—Bulletin—DeWitt
Conklin. Organization, Inc., 120
Broadway, New York 5, N. Y.
Pacific Telephone & Telegraph—
Memorandum—DMoore & Schley, -
120 Broadway, New. York 5, N.Y,:
Pittston C ompan y—Analysis—
Halle & Stieglitz, 52 Wall Street
New York 5, N, Y.

RIC Companies—Memorandum—

-Rittmaster, Voisin & Co., 40 Ex~"

change Place, New York 5, N, Y,
Revlon—Discussion—Purcell, Gra-~
ham & Co., 50 Broadway, New
York 4, N. Y,

St. Clair Specialty Manufacturing
Co. Inc.—Report—Stifel, Nicolaus
& Company Incorporated, 105
West Adams Street, Chicago 3, Ill.
Sealright - Oswego—Memorandum -
—A. L. Stamm & Co.; 120 Broad-
way, New York 5, N, Y.

Security Life and Accident Com-~
pany — Analysis — Equitable = Se-
curities Corporation, 322 Union
Streét, Nashville 3, Tenn, 5

Sinclair Qil Corp.—Revie w—'
Fahnestock & Co., 65 Broadway,

New York 6, N. Y. Also available

is a review of Marshall Field & -
Co.

A, O. Smith—Memorandum——
Loewi & Co. Incorporated, 225
East Mason Street, Milwaukee 2,
Wis.. ‘Also available is a memo-
randum:- on Pueblo. Supermarkets, ]
Springfield Insurance Company— -
Analysis—Sanford - & Company,v

BROKERS REP(]RTS

Complete Text

A subscription to the WALL STREET
TRANSCRIPT puts the FULL, ORIG-
INAL TEXT of brokers’ reports at
your fmgertlps Complete—cross in-
" dexed, cumulatively-—reports reprinted
in full. Attach this advertisement to
your letterhead for free sample copy,

Wall Street
Transcript

Dept. 928 54 Wall Street
HA 2-4510 New York 5, N. Y.

bitized for FRASER -
p://fraser.stlouisfed.org/ *
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233 Sansome Street,” San Fran-
cisco 4, Calif, L

Sunbeam — Memorandum — Sin- *

cere and Company, 208 South La
Salle Street, Chicago 4, IlL
Swank — Memorandum — May &
Gannon Incorporated, 140 Federal
Street, Boston 10, Mass, Also
available is a memorandum 'on
Gorton’s of Gloucester.

Swingline Inc.—Analysis—
Emanuel, - Deetjen . & ' Co,, 120
Broadway, New York 5, N. Y.’
Trade Winds Company—Analysis
—Varnedoe, Chisholm &.Co., Inc.,
1 Bull Street, Savannah, Ga. {
Trico Products Corporation —
Analysis—Aetna - Securities Cor-
poration, 111 Broadway, New
York 6, N, Y. . :
United Family Life Insurance Co.
‘—Memorandum—J, H. Hilsman &
- Co., Citizens' & Southern Build-
ing, Atlanta 1, Ga.

Vallely Retiring;
JahnsTradingMgr.
Of John Nuveen

CHICAGO, Ill.—Edward V. Val-
lely, Vice-President of John Nu-
veen & Co. and Manager of its
Chicago Trading Department, will

Edward V. Vallely Wayné R. Jahns
N )

retire from the investment bank-
ing business on June 30 after 38
years in the industry, according
to Chester W. Laing, President of
the Company, Wayne R. Jahns, a
veteran member of the depart-
ment has been named Chicago
Trading Manager, effective July 1.

Mr. Vallely became associated
with the -Nuveen Trading Dept.
in 1944. Mr. Laing said.that since
that date the Company’s trading
cperations in Chicago and New
York have grown into one of:the
largest . secondary market opera-
tions in tax-exemvt Public Bonds
in the United States.

‘Mr. Jahns' joined the Nuveen
organization in ‘1958 after gradu-
ating from “the University of
Wisconsin and the Northwestern
University Graduate School of
Business Administration. His as-
sociates in the Company’s Chicago
Trading Department 'are Robert
R. Croake, William J., Murphy,
Jr. and Lawrence W. Littig. The
New - York Trading Department
will continue under the manage-
ment of George J. Viox, assisted
by James F. Frenzel, Reobert. S.
Rexford and Richard F. Geddis.-

‘John Nuveen & Co., founded in
1898 and incorporated in 1953, is
the "oldest and largest organiza-
tion in the United States special-
izing in the underwriting and dis-
tribution of tax-exempt Public
Bonds. Its headquarters are in
Chicago and New -York: Regional
offices are located in -Atlanta,
Boston, Columbus (Ohio), Detroit,

" Philadelphia, St. , Paul, Dallas,
Omaha, Los Angeles, San Fran-
_cisco and Seattle. All of these are
served by the Company’s exten-

sive private wire system,

oitized for FRASER
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- Textron, Inc.

By Dr. Ira U, Cobleigh, Economist

Summarized ohservations on a company which, by comhining com- ‘

petent financial planning with an

aggressive merger program, has

notably expanded salgs and improved its profit margins,

-Textron, Inc., is a quite remark-

able company in that in 11 years,

it has completely changed from a

textile company to a many faceted

multi-company manufacturing en-

terprise, “ with textile sales. ac-

counting this year for but 3% of

volume. Few companies in Amer-

ica offer a better example of a

company steadily expanding- its-
business and upgrading its earn- .
ing power by the merger route.

. Merger Policy
In this program of acquiring .
many companies- and spreading
the sources of earnings over many
industries, the over all program,
both for acquisitions and opera-
tion, has benefited from intelli-
gent long range planning. First,
entry has been sought into grow-
sing industries—defense, consumer
goods, agrochemicals, plastics and
metal preducts. Second, the en-
tire accent has been on manu-
facturing, not service, companies.
Third, general policy has been to
retain existing operating manage-
ments and to provide attractive
incentives for them. Fourth, there
has been a steady drive for re-
finement and improvement in
earnings of constituent companies
stressing new products that would
fit in profitably with existing pat-
terns of production and distribu-
tion,
Day by day operation of sub-
sidiary companies is left almost

“‘entirely to area plant executives,

‘but top level financial planning
and policy control is guided by,
three divisional Vice-Presidents
at the home office in Providence,
who supervise budgets, long range
programming and major decision
making for the individual operat-
ing units. These Vice-Presidents
report directly to Mr. George Wil-
liam Miller, President. That this
is an efficient way to run a com-
pany is documented by the fact
that sales have increased steadily

for the past decade reaching $549 °

million in 1962 and earnings. and
profit margins have shown a con-
sistent improvement.

Panorama of Products

To give you some idea ‘of the

panoramic industrial diversifica-
tion at Textron, Inc., a brief
cataloging of divisions and prod-
uct lines might prove revealing.
~The Agrochemical Product
Group includes Spencer Kellogg,
maker of chemicals, linseed oil
paints and varnishes; and other
units producing poultry and live
stock feeds, special feeds and corn
milling products. This ‘division
delivered $71 million (13%) in
1962 sales.

In 1955, Textron, Inc., acquired
Homelite Corporation, maker of
pumps and saws, power lawn
mowers and outboard motors, This
acquisition launched Textron into
Consumer Products and, in 1962,
this group had $77 million in sales
(14%). Other consumer items in-
clude fiberglass boats, electric golf
cars, aluminum ' cooking ware,
bathroom accesssories, eye glasses,
frames and lenses, work shoes and
hunting boots. b

The Defense Group now makes

the largest contribution to sales,
$143 million (26%) in 1962. Here
major - business volume - centers

~around Bell Aircraft acquired in

1960. Bell is famous for the Agena

Rocket engine, a major propulsion
unit . in our space program; Bell
helicopters, indispensable for lim-
ited warfare; and-Bell is perfect-

ing' a. vertical  rising -(VTOL) "

transport for the Navy, Other de-
fense production includes  guid-
ance and landing' systems, radar
antennas and microwave systems,
oceanographic. and - nuclear = re-

search. Defense sales are expected -

to-exceed $200 million in.1963.

. The Industrial -Division . pro- .
duced $99 million in sales- last

year (18%). Products here include
cushioning materials, iron castings
for - engine block brake drums,
cam -shafts, iron hardware, auto-

mobile door. frames- and -body -

parts, gas meters and regulators.
The Metal Product Group was

expanded last year by the addition -

of American Screw Company. The
biggest - unit in this division is
Pittsburgh Steel and Foundry
which makes steel  castings, ‘al-
uminum foil mills and heavy ma-
chinery. Other industrial prod-
ucts in the line include rolling
mill components, lock bolts, rivet
setting ‘machines, mills, presses
and machine tools. Metal Products
sales were $88 million (16%) in
1962, ;

The Textile Division was fur-
ther contracted this year by sale

‘tially 'expanded . research,

of Amerotron Division to.Deering
Milliken. Amerotron was a prof-
itable unit and one of the most
efficient companies in ‘the busi-

ness, but its retention did not fit.

in with the long range plans of

~diversification and upgrading of

profit margins.
Finally, there’s Textron Elec-
tronics; (75% owned) - with sales

‘of $26.7 million in 1962 and net
‘of $1.36 million.

In addition to active surveil-
lance of cost factors and profit

margins, in each division, Textron,

Inc.; management. has  substan-
and
spent $9 million in this activity
last year. ;

Rizing ' Sales :
If we lingered a bit too long

‘over the product line it 'was only

to outline for you the massive di-
versification Textron, Inc.,- has
achieved and the insulation it has
created against major cyclical sav-
ings in earning power. Totally, the
results and the progress here are
impressive. Sales in 1962 in-
creased by $76 million over 1961,
and earnings per share (on a much
higher tax base) were $2.96 in

1962 against $2.06 a year earlier.-

On the financial side, the Com-
pany has recently retired its 5%
debentures due 1970, and last week
prepaid its $25 million, 5% % note,
to Prudential Insurance Co. As a
result, long term debt has now
been reduced to only 21.8% of
total capitalization.

For Investors

Investors and analysts may find
considerable attraction today in
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Textron common stock now sell-
ing at 37. This issue has been.
steadily gaining stature, as both
quality and size of net earnings
have improved. There are 5,010,-
000 common shares listed NYSE
(not counting shares reserved for
conversions, and exercise of war-
rants). Earnings last year were
$2.96 a share and should exceed
$3.35 in 1963. The dividend. was
raised last year to $1.40 and an-
other increase is possible, assum-
ing a 50% payout of net.

For those investors seeking
valid =~ combinations of - proven
growth, reasonable price/earnings
ratios (11 times in this case) and
good yields, TXT common, now
selling ‘to yield about 4%, may
prove interesting. For speculators
there are warrants ‘to buy the
common (now at $25, and rising
prices to 1984) that offer mar-
ket animation. These warrants sell
at 15.

With Manley, Bennett

DETROIT, Mich. .— Manley, Ben=
nett, McDonald & Co., members of
the New York and Detroit Stock
Exchanges, have announced the
appointment of Paul Lutz as a
Registered  Representative. Mr,
Lutz has recently been employed
by a New York Stock Exchange
firm in Chicago where he received
his investment brokerage training
and became a registered represen=
tative. ‘

" Until the firm’s new office in

Northland Towers is open. Mr.
Lutz will be assigned to the Buhl

.Building office.

 NEW ISSUE

5, 1963.

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

. $4,000,000
- Coburn Credit Co., Inc.

5%% Convertible Subordinated Debentures, due June 1, 1978
) (To bear interest from July 5, 1963)

The Company is offering to the holders of its Common Stock, through trans-
ferable Subscription Warrants, the right to purchase the Debentures at the
rate of $100 principal amount of Debentures for each 25-shares of Com-
mon Stock held of ‘record at 3:30 P.M., New York Time, on June 20, 1963,
The Subscription Offer will expire at 3:30 P.M., New Yotk Time, on July

During' and after the subscription périod, the Underwriters may offer Deben-
tures, including Debentures acquired through the purchase and exercise of
Watrants, as more fully described in the Prospectus.

Subscription Price 100%

June 21, 1963

Convertible into Cémmon Stock, at $12.50 per share until May 31, 1967 ;
at $15 per share until May 31, 1971, and at $18 per share thereafter..

’

Copies of the Prospectus may be obtained in any State only from such of the several under-
writers,” including the undersigned, as may lawfully offer the securities in Such State.

New York Hanseatic Corporation

Francis L. duPont & Co. |
Dempsey-Tegeler&Co.,Inc. IraHaupt&Co. Schwabacher&Co.

Hayden, Stone & Co.

Incorporated

The) ohnson, Lane, Space Corporation Newburger, Loeb & Co.

Rauscher, Pierce & Co., [vnc.
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Let the Free Market
Determine Interest Levels

By Edward L. Johnson,* President, Financial Federation, Inc.,
Los Angeles, Calif.

S & L holding company head controverts comments heing made ahout
the ‘alleged plight or faults of the S & L' Association industry—
particularly the publicly-owned sector, He takes strong exception
1o ‘proposals for fixing inferest rates on savings and for instituting
additional regulation in. cther areas. Finds serious distortion in the
use of statistics and ponders how much of this is due to “news
management” with an ulterior purpose, and/or to a failure to under-
stand the workings of the free market and to comprehend existing
extensive regulations. 'Mr. Johnson poinis out that, despite the new
tax rates, net income for publicly-owned associations showed no
“profit squeeze” compared to 1962 period; denies thers is any glut
of money; finds interest rates vary from one to another association;

and avers mortgage loan ratios

and standards- remain favorable.

Concludes with the advice that non-public associations come up to
the standards governing holding . companies.

I am sure we all read the same
newspapers - and it must be: as
disturbing - to financial -analysts
as it is to me ‘to read reports
purporting’ to

reflect  the
thinking of

regulatory of-
ficials in high -
. .government -

- places.  With

- sweeping gen- .

eralizations

they make it °"

appear- that
 the . industry.. .

as-a“whole is

in"a troubled
- condition, “As
analysts I am : )
sure you note carefully that these
generalizations' are’ seldom'' sup-
ported by any factual data.

“““Edward L. Johnson

" Opposes Interest Rate
Tinkering
"In other quarters in our gov-
ernment, we see recommendations
. being made to tinker with the
. workings of a free market by sug-
gesting rate fixing of the interest
paid on savings.

_The flood of this type of in-
formation in the last few weeks
suggests that we are witnessing a
new form of news management
in which activities of government
agencies-have been geared to re-
lease statements designed to make
people receptive to.'certain pro-
grams or activities of those agen-
cies.

In my opening statements I
would like to suggest that we
unmanage the news by looking
squarely- ‘at some' sound factual
information- and . by reexamining
the facts of life about simple
economics. .

" We are told by our government
agencies . that the interest rate
paid to savers by savings and
loan associations is too high .". .
thht, parenthetically, the saver
isn’t entitled to receive this
amount of money . .. and that we
must put a ceiling on rates.

We are told .inferentially ' this
must be done in order to discour-
age thrift — to prevent the public
from placing their funds in our
hands because they are causing a
glut of money in. the mortgage
market and that this is forcing our
industry" to ‘make -unsafe loans—
in amounts ‘that are too high in
relation of the value of the prop-
erty — that-these: loans are on
undesirable properties—that we're
making them for too long a term,
and, I suppdse, even to people
who are not creditworthy, '

. Our government agencies g0 on
to explain.that the reason we are
doing that is to forestall or avert

e

a mythical profit squeeze . . . and
that the cure for all these ills is
simply to lower the interest rates
on savings. To all of this I say
sheer nonsense,

I seem to recall that a- little
more than a year ago another
agency, or possibly a single wiz-
ard of economiics in that agency,

:suggested that if we-in California
‘would simply lower the-interest
~on savings we could immediately
'reduce the. -cost: of mortgages,

thereby * providing a ' stimulus to
the housing ‘industry and a' boom

to the home owner: -Apparently .
.this government official had

never heard 'of the simple words
supply and demand. We labeled
this "proposal upsidé down eco-
nomics. Perhaps today we should
label some of the current pro-
nouncements - “Regulation by
Lifted Eyebrow.”

Confusing the Average With the
Particular

I am not suggesting, however,.

that. the savings -and loan indus-
try is without its weak spots: This
weuld be ridiculous. This busi=

“ness 'is' no- different’ from any
There are good

other  business.
operators and there are poor op-
erators, Theré are unquestionably
soft spots in the mortgage market
in various parts of the country.
Some associations may be paying
too" high a rate on savings and
may be'in a profit:squeeze. But
they could be in-a profit squeeze
because they are poor operators,
too.

What I am objecting to — and
I.am sure analysts will agree
with-me — are the irresponsible
statements that imply soft condi-
tions as representing average con-
ditions. There is no such thing as
an-average condition in the mort-

gage market, particularly in com-’

paring conditions in California

with other areas ‘of the country.

It’s ‘almost as if someone in Los
Angeles  fook the temperature
reading there on Jan. 1 (it was
around 70 this year) and in Port-
land, Me, (around 20)—and de-
ciding not- to go to the beach
because the average temperature
was only 45,

Analysts are, of course, inter-
ested primarily- in that segment
of the savings and loan industry
which is publicly owned, Most of
this centered in California, so let’s
focus .on-this area and get away
from averages.’

No “Profit-Squeeze” Despite
- -Tax Bite

First let’s examine the question
of the so-called “profit squeeze.”

For the publicly owned compa-

nies, the 1963 first quarter oper-
; 7 :
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ating results showed that even
after the application . of the new
tax rates, net income was essen-
tially in balance with net income
in 1962. Some  companies even
showed gains after abserbing the
new tax load.

What must be constantly re-
membered is that savings .and
loan  associations are local busi-
nesses, geared to local conditions.
There is every opportunity, there-
fore, to adjust operations to these

local conditions, and not be:

caught in a so-called profit
squeeze, There continues to_be a

satisfactory balance between

money costs and mortgage prices.

The compilation of statistics on
our industry differs little from
that on other industries. There is
always a time lag and some fig-
ures are not available, In Finan-
cial Federation we are fortunate
to have eleven associations with

- 24 offices in all major marketing

areas 'except the San Francisco
Bay Area. We have, therefore,
our own resources for sampling
the economic blood pressure of the
business in California.

Sterling Is Weathering
The Profumo Crisis

By Paul Einzig

British. specialist on foreign exchange outlines four rzasons  for

sterling’s steadiness ‘despite the
engenderad by the much talked a

“Profumo” crisis and the disquiet
bout prospects. of a Sccialist Gov- "

ernmant.. Dr. Einzig agrees that an-early election,.a split in the Con-. .
'servative. Party or step-down. by Mr. Macmillan might ‘very weil

adversely affect sterling: “Note,

however, 'is :taken of the factors

which would prevent the Socialists frem pursuing .step_'s which would
hurt sterling, and of the probability" that the Gonservatives will be

helped by the hetter: tone in

LONDON, Eng—In: spite of the
political uncertainty ' caused ' by
the repercussions to the Profumo
scandal, sterling has been holding
its own remarkably well without
any official support. The split in
the Conservative Party indicated
by the unexpectedly large number
of abstentions of Conservatives
when the House of Commons
divided over the vote of confi-
dence on June 17 did not cause
any selling pressure. Throughout

" the week sterling remained a

Interest Rates Differ

As a case in point,. you might
be interested to note that the
rates paid on savings by our asso-
ciations are not all the same. They
are adjusted ‘ to local conditions.
One pays 4.85%—nine associations
pay 4.8%—and the one remain-
ing pays 4.6%.

The average rate on new loans
for. each of  the . four months of
this year were:

L January St

February ___°

6.83%,
6.86
6.79
6.71
For all 1962 - 6.84
Composite delinquency rates
are mot readily "available. Qur
own cross section figures show

this pattern in .loans -delinquent’

90 days or,more:
January -_. 1.32%
¢ ‘February s +1.18
0.99
1.16
Yearend 62 1.28

We see no glut’ of money. Our
associations continue to spend
their dollars to attract funds both
locally and from ‘eastern sources.
We need this money — and we
need - it to meet a demand for
good first mortgage loans.

Let’s turn from our own figures
to the last weekly report dated
May 2 of the Federal Home Loan
Bank of San Francisco (of which,
incidentally, I am a director). The

bank advanced $36.9 million and

its members’ deposits were down
$0.9 million. This net change for
last week represented $37.8 mil-
lion more dollars flowing into the
market place. - .

On the question of the ratio of
loan amount to purchase price,
you should be interested to note
that the 1962 figures of the Fed-
eral Home Loan Bank show, for
the San Francisco ' District, an
average of 74.1%, a‘'good median
point in relation to the national
average of 72.6%. On loans, over
80%, the San Francisco District
figure was 129%, against a na-
tional average of 17.2%.

Rigid Regulation
This leads us to-a brief re-
minder of the: very rigid regula-
tions under which stock compa-
nies of California operate. All of

" our operations, and especially our

loan portfolios, are carefully scru-

tinized by both state and Federal -

examiners, In California, loans
Continued on page 25

shade over parity and the volume
of business was moderate, It
seems that the market has not
made up its mind what to make of

‘the situation. Up to the time of
‘writing there has been no clear

indication whether Mr. Macmillan
would resign in the near future,
but on the whole it now seems
unlikely.. Nor is there any means
of knowing who would succeed
him ;f he’ did. o :

" The reasons for sterling’s steadi-
ness in face of this political un-
certainty may be summarized as
follows: i !

(1) It seems rather more than
likely that Mr. Macmillan or, his
successor would -decide against a
general election this year. The
Conservative Party could not af-
ford to face an election so long as
the Profumo scandal is still fresh

_ in the minds of the public. By the

Spring of 1964, and even more by
the Autumn of 1964, that scandal
would be an old story and would
not -affect decisively the attitude
of the electorate.

(2) At long last the economic
trend is beginning to move in
favor of the Government. The
various reflationary measures are
beginning to bear their fruit in the
form of increase in production and
of consumer demand and declin-
ing unemployment. The chances
are that these’ favorable develop-
ments will'gather momentum dur-
ing the next twelve months or so.

(3) The reflationary measures
have not affected the balance of
payments adversely. On the con-
trary, the figures for May are
quite favorable.

(4) Fears of a Socialist Govern-
ment next year no longer tend to
affect sterling quite so adversely.
There is a growing feeling that
Mr, Wilson could ill afford to em-
bark on excessive expansion or
on costly Socialist experiments.
This was done in the years that
followed the Socialist victory of
1945, because nationalization and
the welfare state was financed by
the big American long-term loan
and by Marshall aid. But now
there is no question of gifts or
long-term loans. . Any support
sterling would - receive ‘under a
Socialist - Government  would. be
on a short-term basis. The I. M. F.
and the Central Banks concerned
would not be prepared to renew
their short-term facilities if a
Socialist Government were to-use
them for purposes which are con-
sidered unsound. o .

tha economy now underway, -

There is indeed a considerable
difference ‘between a huge loan
‘repayable in 50 years or more and
a six months’ credit which is not
renewed if the view is taken that
its proceeds are used for bolster-
ing up sterling against the conse-
quences of Socialist experiment-
-ing. Mr. Wilson is well aware of
- this, and the realization of the
facts of life is likely to induce
him and his Chancellor of the
Exchequer to err on the cautious
“'side. :
Anyhow, the present Parliament
is likely ‘to continue for anything
between 12 months and 16 months,
The immediate - problem: is what

policy is likely to be adopted by . * |

the present Conservative Govern-
ment or by the Conservative Gov-
ernment that may succeed it.
Should Mr. Macmillan remain in
office for some time he is likely
to continue his = expansionary
policy, all the more as it. does
not seem to affect sterling ad-
versely. Should he be succeeded
by Mr. Maulding or by Lord Hail-
sham the two most likely candi-
dates for the post—in all proba-
‘bility. - the expansionary policy -
would continue unabated, and so
would the determination to main=
tain the stability of sterling.

There is a remote. possibility of
a change of policy in the latter
respect if Mr. Butler should suc-
‘ceed. It will be remembered that
in the early fifties Mr. Butler,
Chancellor of the Exchequer in
Sir* Winston Churchill’s Govern-
menty, way toying with the idea
of a floating exchange rate. The
project was vetoed by Sir Winston
Churchill. It is just conceivable:
that if Mr. Butler should be
placed in a position to decide he
might. revert to that idea. The
chances are, however, that during
the last ten years he has changed
his  attitude towards the floating
.pound. " !

Now that it is practically.cer-
tain that Mr. Macmillan will not
lead his Party in the Elec-
tion, his prolonged presence
as. Prime Minister should be
looked upon as a reassuring indi- -
cation that the election is not im-
minent. His successor will have to
take over office at least some
months before the election in
order to prove his worth before
the electorate.  From this point
of view an early change of Gov-
ernment might be interpreted as
an indication of a relatively early
eleefion, and this might react on
'stzrling. Even though the odds
are against an election in less than
12 -months, the bare possibility
that a new Prime Minister might
decide in favor of an earlier date

would cause a certain amount of -

-uneasiness. . From - this' point -of
view the revival of Conservative
support for Mr. Macmillan may be
‘regarded as a point in favor of
sterling. Any indication of a split
in the Party would have gener-
ated pessimism towards sterling’s
. prospects.

bitized for FRASER
p’//fraser.stlouisfed.org/




- Whether,
months or so, interest rates move.
¢ up, as I think they probably will,
- or whether they stay steady, or
' decline, depends on the influences

* under
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Outlook for Canadian
© And U.S.A. Interest Rates

By D. D. Gill,* Manager, Institutional Tradiﬁg Department,
Nesbitt, Thomson and Company Limited, Toronto, Canada

Careful assessment of the factors pushing interest rates up and
pulling them down foresees U. S. A/s long-term interest rates rising
as much as Y of 1% and Canada's following with a relatively
small rise to 520% in the next six months. With regard to short
term rates, Mr. Gill misgivingly believes that the narrowing spread
between the two countries makes his couniry’s short-term rates,
which may go to 3!2%, much more vulnerable to a significant
: upward shiit, .

over the mnext six

on supply and demand of such a
wide variety of interrelated fac-
tors that the easiest dapproach to
an assessment is to segregate them
“bullish” and “bearish”
headings. A

The bond market is, for all

* practical purposes, the market for
- money., And money can be con-,

sidered simply as a commodity
with a price (called the rate of

- interest) which rises or falls de-~

pending on whether the demand

- for it exceeds the supply or vice
©versa, : ;

' Bullish Factors
Here- are the .“bullish” points:,
(1) Current assessments of the

. basic economic demand: for. and
. supply of funds indicate a fair

degree of balance both in Canada

. and-the U. S. That is, requirements
. for capital will not be significantly
. higher than in.recent years and

savings . available appear = quite
adequate to meet them, based on
previous experience. If these
assessments are right, bond prices

- would at least remain steady.

(2) With fairly heavy unem-

" ployment in both countries, there

is a justifiable domestic reason for
governments to favor an expan-
sionary monetary policy. The
theory is that, by increasing the
money supply and reducing inter-
est rates by central bank action,
business is encouraged to borrow
to expand plant and the public is
encouraged to spend, thus lifting
the economy,

(3) The present Canadian gov-

'ernment_ has a natural desire -to
" carry out an expansionary mone-
" tary policy for political reasons as

well as economic. Consequently, it
is likely that special emphasis
will be.given to the .right reasons

“ for' doing it, leading to possibly a
.more .aggressive. -approach than

might otheérwise be the case. °

"(4) The spread in interest rates-

between the Canadian bond mar-

ket and European bond markets -
‘is narrower than it has been for
some time and hence there is less.

reason to fear an outflow of bond
money looking for higher rates

“abroad.

(5) Since the monetary crisis

last June, market psychology has

much improved because it is felt
that with our dollar pegged at
$.92% U. S. and our foreign ex-
change reserves up to $2.7 billions,
Canadian bonds are relatively
more attractive to U. S, investors,
especially within the' context of
a new- government in which there
is more. international confidence.
This- has already resulted in a
substantial inflow of funds.

So far it all looks quite encour-
aging, but consider the ‘“bearish”
factors: "

Bearish Factors
(1) Despite considerable im-

provements in our foreign ex-

jitized for FRASER

iofod oral .

change reserves and a clear trend
towards an improvement in our
trade deficit, we still have a bal-
ance-of-payments problem. Thus
it remains important for us to
continue to import capital and to
further increase our U. S. dollar
reserves. Hence, our interest rates
have to remain attractive com-
pared to U. S. and other foreign
interest rate levels.

(2) It is equally clear that the
U. S, government is still -con-
cerned about its balance-of-pay-
ments problem and is likely to
maintain interest rates at high
enough levels to prevent a serious
continuing outtlow of reserves.

(3) There is a general concern
for international liquidity. That is,

-most ‘of the Western countries

appear to be in search of outside
capital to finance trade and busi-
ness expansion, The tendency is
to tap the U. S. market, which
further encourages higher interest
rates there, ; ;

(4) Both the U. S. and Canadian
economies appear to be strength-
ening and are likely to remain
strong over the next year. It is
thus hard to justify a. monetary
policy of ease now, despite unem-
ployment because the only valid
reason for it is to stimulate a de-
clining economy. - '

(5) Two of the barometers of
the capital market in Canada are
pointing to pressure on the supply
of funds already. This is mort-
gage rates and the bank prime
rate have not dropped despite the
substantial increase in the money
supply in the last six months
which contributed to a decline in
short-term interest rates. to the
low levels seen just before the
crisis ‘of last June. Bank loans
are. fast approaching the high
levels of last year which contrib-
.uted then to a rise in interest
rates as the banks sold securities.
The N.H.A. mortgage rate of 61 %
is particularly significant ‘in the
light of government policy. Not

only are mortgages the largest.
single area of demand for savings,

but’ also so long -as the govern-
ment N.H.A. rate is pegged at
6% % there is an. obvious limit
below which bond. yields cannot
drop without ‘encouraging inves-

tors to switch from bonds to’

mortgages.

(6) There is a growing realiza-
tion that monetary policy does not
seem quite as effective as it once
was. in improving business condi-
tions now that international cap-
.ital moves as freely. It has been
suggested that one reason for our
economic slow-down and our high
unemployment
money supply was not increased
fast enough in recent years. How-
ever, the U. S. has the same eco-
nomic problems despite a money
supply to G.N.P. ratio of 50%

compared to our 37%. It is also

generally thought that an in-
crease in the money supply means
lower interest rates. But, whilé it ig
hard to isolate the effects of each

is the fact our

’

factor, there are a number of

occasions when interest rates have
actually risen during periods of
monetary expansion,

(7) The U. S. Federal Reserve
and Treasury authorities have in
effect already implied a policy of
“less ease” in the light of the bal-
ance-of-payment policy and the
improvement in the internal econ-
omy. It would appear that the
U, S. authorities are thinking
more in terms of fiscal policies,
such as the much-discussed tax
cuts, as a more effective way of
stimulating employment than/or
monetary policy under present
international conditions.

To .sum up, it appears. to me
that, as far as the Canadian bond
market is concerned,’the “bearish”
factors outweigh the “bullish”.

Foresees Greater U. S. A.
Interest Rate Rise

Briefly, despite a likely increase
in our money supply at a time
when it probably isn’t entirely
necessary when considering the
many alternatives means of pro-
viding the necessary stimulus to
the economy, the pressure of ex-
ternal factors will probably pre-
vail. A country of 19 million peo-
ple more dependent than most on
foreign trade and capital cannot
conduct an independent monetary
policy, as we found to our cost in
1959 and 1962, and which even the
U. S. is realizing. Consequently,
with our interest rates relatively
close to those of the U. S., and
with. U. S. rates likely to rise,
ours can but follow.

The question now is, by how
much might the level of U, S, in-
terest rates rise and to what
degree would ours follow. My
view is that, as U, S. long-term
interest rates have been gradually
declining over a two-year period,

despite the generally healthy busi-

ness climate, there is room' for, in
U. S. terms, a fairly substantial
rise. This could be about 14 of 1%.

Our, position is slightly differ-
ent in that our long-term levels
have been more or less unchanged
over the last few years, Thus,
while our swings are usually
wider than in the U. S, we might
well end up with a relatively
small rise.

When it comes to short-term in-
terest rates, it appears likely that
the U. S. will continue its policy
of allowing short-term rates to
rise from the already high level
of around 3% as part of their
policy of discouraging the out-
ward movement of short-term
funds, ‘

The spread between our short-
term interest rates,. and U, .S.
rates appears to have been nar-

rowed in' order: to encourage a -

short-term outflow to partially
balance the inflow of long-term
bond funds. This- is desirable as,
with a fixed exchange rate it
means more: stable U. S. dollar
reserves. On the -other hand, it

makes our short-term rates that:

much more vulnerable to a sig-
nificant upward shift.

To conclude, then, and using
Canada 4% % 1983 and 90-day

Treasury Bills as examples, it ap+

pears likely that, over the next
six months, our long-term interest
rates might rise to about 5.20%
and our short-term rates to about
3% %. How long they might re-

main at that level depends mainly.

on how long the present business
recovery period will last,
*An address by Mr. Gill before the

Firm’s Investors Seminar, Winnipeg,
Manitoba, June 19, 1963,

Commerce Dept. Works

For VolksWagen

The U.'S. Department of Com-
merce reported June 21 that more
than 200 American manufacturers
had responded  to its efforts to
find potential automobile parts

(2627) 11

suppliers for Volkswagen,' Ger-, -
many’s huge ‘automobile manu-
facturing company. '
The Department initiated action
to find possible parts suppliers for
Volkswagen after Dr. Heinz Nord-
hoff, president  of Volkswagen,
stated publicly that-600 American
firms had failed to reply to a let-
ter mailed out by Volkswagen in
search of parts suppliers. =~
The "Department’s Bureau .of
International Commerce immedi-
ately cabled the Commercial Of-
ficer in Bonn, Germany, for a list
of the parts desired by Volks-
wagen, The items wanted: ranged
from die castings for door handles
to piston rings. i
The list- was then sent to. each
of ‘the Department’s 39 Field Of-
fices ‘and the 1,000 businessmen
members of the Regional Export

‘Expansion Councils were alerted.

They were informed: “If you have
an auto parts manufacturer or a
plant that is"a potential manufac-
turer .of parts for Volkswagen,

 you have an opportunity to get

another local .industry into -the
export. business.” Potential parts
suppliers were told to write di-
rectly\to‘Volkswagen.“ dets 1

" The chief of .the" Volkswagen
foreign purchasing department
has notified’ Embassy officials in

Bonn that more than 200 offers

are - now . being considered by
Volkswagen executives and ‘that
they are confident that firm dtr-
ders will be placed with a num-
ber of the companies replying to:
the Department’s solicitation.’
The members of the Regional
Export Expansion Councils are
business leaders who are serving
without compensation in the na-
tional drive to increase United
States exports and thus ease the
balance of payments problem.

New Issue

——

Blyth & Co., Inc.

Lehman Brothers

The First Boston Corporation

This announcement is not an offer of securdties for sale or a solicitation of an offer to buy securities.

-$50,000,000
- Texas Eastern Transmission Corporation
First Mortgage Pipe Line Bonds, 434% Séries due 1983

Price 99%%.

~ plus accrued interest from July 1, 1963

Copies of the prospectus may be obtained from such of the undersigned (who are among
the underwrders named in the prospectus) as may legally offer
these securdlies under-applicable securities laws.

Dillon, Read & Co. Inc.

Eastman Dillon, Union Securities & Co.
'Goldman, Sachs & Co. Harriman Ripley& Co. Kidder,Peahody & Co Lazard Fréres & Co.

lncorporpted

Merrill Lynch, Pierce, Fenner & Smith

Incorporated

Incorporated

Stone & Webster Securities Corporation White, Weld & Co.  Dean Witter & Co.

Kuhn, Loeb & Co.

June 26, 1963

©

Incorporated

Glore, Forgan & Co.

Smith, Ba.me‘y & Co.

Incorporated
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a sharp increase in foreign busi-
ness offset a slight decline in do-
mestic business and, pushed the
May order volume for metal cut-

Steel Production
Electric Output
Carloadings
Retail Trade
Food Price Index ;
Auto Production - .highest - level, -since - September,
Business Failures . . 1956,. Total orders for -May :of
Commodity Price. Indez , $66,900,000 - were- 6% higher -than

--the :$62,200,000 of April; ‘and 28%

' ;I'he end of June Cleveland Trust

Company monthly analysis of the
business scene and prospects,
" “which follows, examined what hag
given strength to our economic
upswing. According to the Bank’s
distinguished Business Bulletin:
“business expanded further during
May 'because of inventory accu-
mulation and a higher level of
capital spending. It is now appar-
ent that more of the improvement
in. the economy this spring has
. been due to inventory building
than was previously thought. Con-
‘sumer goods spending has not in-
creased ' the = last 'thrée months,
~ while - industrial - production - has
moved up, largely because of
sharply higher steel output. Re-
tail sales which amounted to $20.4
billion in March, seasonally ad-
justed, were again reported pre-
liminarily at $20.4 billion in May.
However, the Federal Reserve in-
dex of industrial = production
(1957-59 = 100), stood at 124 in
May compared to 121 in March, a
gain of nearly 3%.

“Steel inventory building ended
in May. The weekly rate of ingot
output fell from 2,626,000 tons in

. the week ended May 25, to 2,464,-
000 tons by the week ended June
- 15, the lowest level since the mid-
dle of April. The decline in steel
production together with the re-
cent leveling off of retail sales
indicates some hesitation might
occur in the economy this summer.
“Much will depend on the con-
tinued high level of, domestic new
car sales, which have been selling
‘at an anual rate of approximately
7.4 million vehicles this spring. In
the past, -although not always,
new car sales have declined fol-
lowing a slump in used car prices,
Between April and early June the
price of ‘used cars sold at auec-
tion, as reported by’ Automotive
News, declined at a sharper rate
than is seasonally expected. Thus,
there is now some question as to

whether the auto industry can.

continue. to provide strong sup-

port to the economy, not to men-.

~tion be the expansive force it was
during the period of reduged steel
output last year, k

“New construction put in place
increased at an anual rate of over
$2.0 'billion in May to a level .of

$62.7 billion, with the public sec-:

tor and the private  residential
sector contributing about $1 bil-
lion each. Neither commercial and
industrial .construction nor. build-
ing awards showed improvement,
. but new orders of machinery and
equipment manufacturers in April
rose to a new high for the expan-
sion period. Apparently the ex-
pbansion in business capital spend-
ing anticipated the last half of
the year will stress modernization
of equipment more than new
facilities.

Employment

“A. phenomenon of the  tech-
nological revolution has been the
fact that change continues at a
seemingly ever faster rate. In
keeping with this, some of the
employment categories in the
U. S. as a percent of total em-
ployment have changed more rap-
idly in the seven and one-quarter
years since 1955 than they did in
the 26 years from 1929 to 1955,

T T e s o Ao - ‘higher than the $51,600,000 of-May,
“The combined goods and en- 1962. The cumulative total of
ergy producing sectors of -employ- $289,500,000 for the year to date
ment as a percent of total have 18 34% above that of the same

.ting type ‘machine* tools "to the-

PUBLIC UTILITY
. SECU RITIES} _BY. OWEN ELY -

T

Mid-Continent’ Telephone Corporation
Mid-Continent 'felephone Corp. is the “Regist_er-SendexA'”' which per-

one of the small, relatively new mits the push-button instruments
telephone holding companies with to work side by side with dial

been declining since 1929, More-
over, separately and in total they
have declined in absolute num-
bers -sirfce '1955. ' Employment in
wholesale and retail trade rose

agricultural employment in both
periods, while the’finance, service
and government groups have
shown significantly = faster in-
creases. The largest increase in
both periods was in the govern-
ment employment category which

rose 126% between 1929 and 1955

and a further 37% from 1955 to
1963, .

. New Plant and Equipment
“Expenditures. for new plant
and equipment are now estimated
at $39.2 billion for the year 1963,
according to the latest quarterly
report released on June 10. It is
expected that "each successive
quarter of the year will be higher
than the preceding one with the
year as a whole averaging 5%
higher than the $37.31 billion
spent in 1962. ;
“Despite a change of only 4%
from what was anticipated at the
end of the first quarter, there
were sharper revisions made in
the quarterly pattern, with the
first and second quarters having
been revised downward and the
last half year upward. . . . -
“Spending for plant and equip-
ment is a highly. important factor
in the economy. It is a significant
contributor - to the economic
growth rate as. well as being a
key element in prolonging periods
of business expansion. The 1954-
1957 expansion lasted 35 months,
largely = because the plant and
equipment spending boom of 1956
and 1957 became a sustaining fac-
tor in the economy once the surge
in car.sales subsided after 1955.
Outlays for new - plant and
equipment fell short of their 1957
peak during the.1959-1960 expan-
sion, ‘both in absolute amount and
as a percent of ‘Gross National
Product. And the 1959-1960 ex-
pansion lasted only 25 months..
“In the hope of prolonging the
eurrent business expansion and
stimulating the- economic growth
rate, .depreciation schedules were

liberalized by the Administration

and a new tax credit law on in-

.vestment was. passed by angre_ss

in’' 1862. But uncertainties in' the

-business outlook during ‘the last

half of 1962 together with the fact
that over-capacity- in many 'in-
dustries has.retarded the.exp

sion, of . facilities in recent years,
prevented any immediate rise in

capital outlays. The pickup of in-.

dustrial activity in the first half
of 1963, however, has increased
the overall rate of operation as a
percent’ of capacity. Now having
both the tax incentive ‘and the
need for equipment, businessmen
have increased . their anticipated
spending plans for 1963.” ‘

Machine Tools Orders Continue
Upward Trend -

. A key insight as to the upward
or downward prospects for the
economy is provided by changes
in metal cutting and forming tools,
According to the National Ma-

chine Tool Builders? Association,

period in 1962, when orders to-
taled $215,950,000.

Foreign orders, the key to May’s
gain in metal cutting types, were
$20,350,000, about 49% higher
than April when foreign orders
totaled $13,700,000; and 104%
.higher than the $10,000,000, of
May, 1962. Much of the foreign
buying is for production of auto-
motive equipment. However, an
increase in orders from Japan has
been experienced by some build-
ers since the Japanese Govern-
ment relaxed its requirements on
import permits; and there .is a
stronger tone to the market in

annual revenues in 1962 of over
$9 million, While the company is
only about three years old, some
of its subsidiaries have been in
business fifty years. Mid-Conti-
nent has not sold any common
stock to the public as yet, but
has exchanged its own stock
for ‘the securities of operating
companies. The chief executive
of each subsidiary is left in charge
after acquisition, but there is a
staff of experts in the parent or-
ganization to advise him.

In 1960, shortly after incorpora-
tion, Mid - Continent exchanged
1,020,000 of its presently outstand-

other countries. For the first five i

months of this year, foreign orders
totaled $63,400,000 or 44% higher
than the $43,950,000 total for the
-same period of 1962,

May orders for metal forming
types of machine tools were off
rather sharply in both domestic
and foreign areas. Domestic or-
ders totaled $10,800,000, or 6%
less than the $11,550,000 of April;
but 13% higher than the $9,600,-
000 for May, 1962.

Foreign orders of $2,550,000
were 43% less than the $4,500,000
total for April; but were 9% high-
er than for May, 1962, when the
total was $2,350,000.

Total het new orders for metal
forming types for May were $13,-
350,000, - off 17% from . April’s
$16,050,000 but 12%  aboye the
. $11,950,000 for: May, 1962. For the
initial five months of 1963, net
new orders totaled. $75,400,000, a
decline of 4% from the $78,750,000

. booked during the same period of
1962.

Bank Clearings 4.99 Above 1962
Week’s Volume
Bank clearings’ in the latest
statement forged ahead of a year
ago. Preliminary figures compiled
by the Chronicle, based upon tele-
graphic advices from the chief
cities of the country, indicate that
for the week ended Saturday
June 22 clearings for all cities of
the United States for which it is
possible to obtain -weekly’ clear-
ings were 4.9% above those of
- the .corresponding . week last year.
Our preliminary . totals stand .at
$33,544,952,346 - against . $33,880,-
: 386,625 for the same week in 1962.
"Our comparative . summary for
some of.the principal money cen-
ters follows:

Week End., ——(000s omitted )—
June 22— 1963 1962 ! 7
New York.!_: $20,128,146 $18,605,173 + 8.2
“Chicago'.._ 1,608,743 1436114 +12.0
Philadelphia’ 1,256,000 1,259,000 — 0.2
942,580 940,243 + 0.2
Kansas City . 629,025 621,981 + 1.1
Steel Drop of 1.59% Marks Fourth
Weekly Decline in a Row, but
Stays at Three-Year High and
55.29, Over Year-Ago Week
According to data compiled by
the American Iron and Steel In-
stitute, production for the week
ended June 22, was 2,426,000 tons
(*130.2%)  as against 2,464,000
‘tons (*132.83%) in the week end-
ing June 15. The week to week
output fell 1.5% marking:-the
fourth. weekly decline in a row
and the lowest weekly output in
two months. . The year’s weekly

" Continued on page 18

don Telephone, Home Telephone
and Citizen Telephone; in 1961 it
acquired - Ashtabula Telephone,
Geneva Telephone, and Kenton
Telephone, and in 1962 Delta Tele-
phone. As of recent date the
system had 93,427 customers. Mid-
Continent is reported to be nego-
tiating to acquire other inde-

phones, a  solid-state switching
system tied in with the standard
electro - mechanical equipment.
This affords the advantages of
electronic switching without rele-
gating central office equipment
now in use to.the scrap heap. With
this new technique, central offices
can be expanded to match com-
munity growth without taking up
more space, keeping costs down
while serving more customers.
Maintenance' is reduced, and an
electronic circuit can signal its
own breakdown and be easily re- |
placed. .
In the near future, the push-
utton telephone and its electronic

memory . system,” :allowing calls .
to follow a subscriber when he
leaves his home, call him back
when a busy line becomes free,
ete. Another type of push-button,
Ohio’s first fully automatic auto-
mobile radiophone, has been in-
troduced in the Geneva area; and
a transistorized “answering serv-
ice” which answers an absent

pendent telephone compfanies in
Ohio and other states. In 1962 the
number of authorized common
shares was increased from 2 mil-
lion to 3 million, making stock
available for future exchanges.

subscriber’s calls and takes mes- -
sages has made its world debut in
Elyria.
All system telephones will be on ;
a dial basis by September: The
. The company’s growth record €W “dataphones”, are avalla}ble
.is considered better than average. 201 use/gnd th?[ telephone WI,I,'ES.
The 1% averagerte of rowin i <21 b e Lo “computer fall
o continue, excloding new bear. £Fom another in a ditferent ciy.
sitions. ‘In 1962 the number of “Mid-Continent is using the punch-
customers increased 9%, reflecting caFd méthod. of blllmg and is also
in part the acquisition of one new USI8 d_ata tran§1n15510n to send
subsidiary. With the improvement billing information to head.quar-
program, however, investment in ter‘s‘.blT'he event_,u’al go;;l Wllu bei
plant and equipment increased ;'ll' rain center” to handle al
18%. . Earnings per share in- °! 1.ng. :
creased slightly despite some of _ Like other telephone companies, .
the most severe winter weather of Mid-Continent still has a number
recent history which played havoc ©f party phones in small towns
with communications facilities, ~@nd .rural areas, the humber of
Growth in the service area con- Ccustomers on a party line ranging

tinues. Important chemical plants from 2 to 10. This is being re-
are being added in Ashtabula and duced to a maximum of 8 and,a
the = concentration of trucking Campaign is being initiated to re-
headquarters in ‘the Western Re- duce the number to only 2 custo-
- serve area, together with a steady Mers. However, because of the
surge in suburban population, in- €xXtra cost this step has to be
-creased.customers. by 9%. Elyria ,‘:“*OIF"f to customers. g
had.a similar increase and a 20% . .. The regulatory , climate 'seems
~further: gain ds-anticipated “over fayorable. Two. smaller subsidi-.
the next three. years. »aries obtained rate. increases last

iziThge:fég%igf;iig?g;;:de::;’~'3:&3:-’1',1‘; another. application is now
! X P . ] s 3 20 $ el

constructing new- exchange office Peding. with. an order expected.
buildings, including ~a 'modern_In these rate cases trended repré-
electronic ce,niral office in I}(lenton. .duction cost is-used as a rate base
Mid-Continent Telephone has the - (about, 1%- times. original cost
- distinction of being the:first sys- (¢ : %t R .gn cost)
tem to introduce the new “push- and- the ' commission in 1962. al-
button” telephone into commercial' 10wed a return of about 6.2%. ;
operation—its Chardon affiliate, a = System capitalization as of Dec. _

few miles from Cleveland, put the
new-style telephone instrument °
into use (on a non-test basis) last
December. In this new phone ten

31, 1962 was as follows: funded
debt (including ban_}{ loans) 62.5%,
preferred stock 7.1% and common

buttons replace the usual dial. stock equity 30.4%. The company
When punched by the person does not use any 2% REA money
making a call, they produce elec- —President Case ¢onsiders this a
tronic pulses and provide a faster “last resort” .method financing.
and more convenient method of Some weeks ago the company sold
dialing. It is true that such phones $3 million 25-year debenture 4%s
have been tested by the Bell Sys- brivately. Construction expendi-
tem for about two years, but they tures approximate $6 million a
will not be generally in use for year. :
almost another year. ‘The 1962 annual report stated
Another Mid-Continent first is earnings per common share as fol- -

pitized for FRASER
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lows (presumably on a pro forma
basis for earlier years):

In the first quarter of 1963 earn-
ings were 21 cents vs. 19 cents a
year earlier.

The stock has been quoted re-
cently around 18 in the over-
counter market and yields 3.1%
(the dividend rate of 56 cents a
share).  Based on earnings for
the 12 months ended March, the
price-earnings ratio is 22.

Texas Eastern

Transmission .
Bonds Offered

An offering of $50,000,000 Texas
Eastern Transmission Corp. first
mortgage pipe line bonds, 434 %
series due 1983, is being made by
an underwriting group headed by
Dillon,
York. The. bonds are priced .at
9914 % to yield approximately

 4.81%.

Of the net proceeds to the com-
pany from the sale of the new
bonds, approximately $22,000,000
will be used to retire currently
outstanding revolving credit notes.
The balance will be used in con-
nection with the company’s con-
structidn programs.

A semi-annual sinking fund be-
ginning Jan. 1, 1966, will retire
approximately 95% of the bonds
prior to maturity. For a period of
five years, the bonds are not re-
fundable at an interest cost to the

" company of less than"4.81% but

are otherwise redeemable at the
option of the company on 30 days
published notice, at prices scaling
from 104% during the 12 months
period ending July 1, 1964, down-
ward to 100% in 1983.

The company’s principal bu51-
ness is the transmission of natural
gas. It is also engaged in the
transportation of petroleum prod-
ucts and in the production of oil
and. gas. The corporation owns
and operates a pipeline system for
the transportation and sale at
wholesale of natural gas, extend-
ing from the Mexican border in
southern Texas to New York. The
system has an authorized delivery
capacity in its principal sales area
of approximately 2,662 million
cubic feet per day, including de-
liveries from its gas storage facili-
ties. 'The petroleum products
transportation business is con-
ducted by its Little Big Inch Divi-
sion through a system which at
Dec. 31, 1962 included over 2,800
miles of pipelines. Texas Eastern
is also engaged .in the exploration
for and production.of oil and gas
in 16 states. The company is
headquartered in the Texas East-
ern Building, Houston, Texas.

Lauro, Irle & Co.

Forming in N.Y.C.

Effective July 1, Lauro, Irle &
Co., members of the New York
Stock Exchange, will be formed
with offices at 115 Broadway, New
York City. Partners will be Fran-

"cis G. Lauro, Willard S. Irle, and

Edward G. Hooker, All are mem-
bers of the Exchange and have
been active as individual floor
brokers.’

itized for FRASER
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MUTUAL FUNDS

BY JOSEPH

C. POTTER

Old in Years, But .

The investment community the
past week has been talking a
good deal about a new kind of
exchange-type fund that will con-
tinuously offer new shares and
operate as a partnership rather
than a corporation. Its sponsor
is a subsidiary of Philadelphia-
based Wellington Management Co.
. This, as everyone in the $24-
billion fund field knows, is the
oldline sponsor and supervisor of
the investments of < Wellington
Fund  and Wellington Equity
Fund (latter to be renamed Wind-
sor Fund sometime in July), a
nimble giant. And, of course, the
organization, Wthh launched op-
erations just 34 years ago, re-
mains under the guidance of pio-
neer Walter L. Morgan.

While the fund trade in this
land is relatively new, there are
few men in finance, investment or
industry who can claim so long
a record. of service—distinguished
service, at that. Mr. Morgan, held
in highest regard throughout the
fund fraternity, started out with
$100,000, put up by him, his fam-
ily and some investors he coun-
seled. i

Mr. Morgan and the people
around him long have nurtured
the concept of the true balanced
fund. They have made a sizable
contribution to the education of
the investment-minded man and
woman,

"Created to help these people
solve their investment problems,
its objectives always- have been
conservation of, principal, pay-
ment of ‘“reasonable current in-
come” and maintenance of a fully-
managed - investment account of
bonds and stocks, common and
preferred. It has been eminently
successful on each account. In-
cidentally, quarterly dividend dis-
tributions have been made in each
quarter since 1930. Total divi-
dends paid and capital gains dis-
tributed have toted up to a half
billion dollars.

In a 24-page booklet publishéd‘

last year, Wellington claimed
more shareholders than any-other
investment company in the world.
In addition, .it noted, that only
American Telephone & Telegraph,
General Motors, Standard of Jer-
sey and General Electric had
more stockholders. Wellington’s

‘largest’sharcholder had well over

$1 million invested in Wellington
Fund, the average shareholder
had an investment of about $4,300
and the fund’s management and
their families -owned more than
$2 million of the fund.

‘And now the organization is mov~

ing into the field known to the
trade as “swap funds.” Warwick
Fund, as Wellington’s will be
known, will be, as previously
noted, a partnership, hence the
Internal Revenue Service has
ruled investors will owe no tax
either at the time they join War-
wick or when they redeem their
shares (“units of participation”)
for equivalent-valued common
stocks.

. Those investors who do with-
draw from Warwick will be given
stocks from its portfolio equal in
value to their share in the part-
nership arrangement. Investors
will not be subject to taxes only

after their shares have been sold,
according to Wellington.

To invest in the Warwick part-
nership, an individual must de-
posit at least $25,000 of stock with
the group, which won’t begin
functioning unless at least '$30
million of stock has been depos-
ited before the end of the initial
exchange period. While that will
be sometime this year, the date
has not yet been set. In contrast
to most other “swap funds,” War-
wick: will ‘admit new  partners
after the close of the initial ex-
change period. /

While Warwick represents
something new for Wellington
and the fund field, the underly-
ing principle is the mutual-fund
way to invest, as stressed by the
company. As Wellington never
tires of saying: for greater
strength, people have always
banded together; for greater
safety, people have always spread
their risks over a wide variety
of different ventures, and for
greater efficiency, people have al-
ways entrusted special tasks to
those with specialized training,

Still, as one Wall Streeter re-
marked this week: “Morgan and
Wellington are old in years, but
young in ideas.”

The Funds Report

Composite Bond & Stock Fund re-
ports  purchase. of Bethlehem
Steel, J. Ray McDermott &  Co.
and Marquette Cement Manufac-

-turing. It also has added to hold-

ings of Combustion Engineering,
Lehigh Portland Cement and
Mississippi River Fuel. The fund
has eliminated from portfolio
American Airlines, Continent-
al Can, Montana-Dakota Utilities,
National Tea and Sunray DX Oil,
L SR Y .
Delaware Fund announces it has
“completed a position” in Socony
Mobil Oil. Over the past year it
has increased its investment posi-
tion in international petroleums.

F R S
Diversification Fund reports that
at the close of the fiscal year on
May 31 total net assets amounted
to $85,891,076, equivalent to $21.81
per share. " Six months earlier
assets were $76,536,408 or '$19.28 a
share, and a year earlier assets
totaled $75,466,773, equal to $18,75
a share.

* 4w :
Merger of FIF Management Corp.
and Financial Programs, Inec., in-
vestment adviser and national dis-
tributor of Financial Industrial
Funds, has been announced by J.
W. Tempest, President of both
firms, Resulting company will re-

tain the name Financial Programs,
Inc.

# * £
National sales force of Investors
Diversified Services, Inc. reached
an all-time ‘high in volume of
sales during its May campaign,
according to Thomas W. Moses,
President. Combined sales of in-
vestment securities and life in-
surance amounted to $178,633,110
for a six-week sales effort, ex-
ceeding by more than $23.6 mil-
lion the national quota, highest
goal ever set for a spring cam-
paign in the 69-year history of the
company,

& Ed »
Loomis-Sayles Mutual Fund, re-
porting for the six months ended
April 30, announces total net as-
sets of $106,311,731, or $15.53 a
share.. At the close of .the fiscal
year on Oct. 31, 1962, assets
amounted to $90,003,088, or $13.40
per share.

: * # *
Vance, Sanders & Co., reports
that total sales of the five funds
under its sponsorship amounted
to $74,355,457 for the first six
months of the fiscal year. This
compares with sales of $88,577,-
525 for the six months through
Oct. 31, 1962. Net earnings
amounted to 41 cents .a share,
compared with 46 cents six
months earlier.
g # Eg ES
The Income Fund of Boston, re-
ports that at the end of the quar-
ter on April 30 net assets totaled
$45,694,610, or $8.23 per share, A
year earlier assets amounted to

- $40,420,721, or $.76 per share.

J. S. Strauss Opens
Los Angeles Office

LOSANGELES, Calif—J. S.
Strauss & Co., San Francisco firm
of securities dealers, has an-
nounced  the opening of a branch
office in Los Angeles, its second
new office this year. The San
Francisco firm’s .Boston office
was opened ih January. A branch
office in Chlcago was established
last year.

The new Los Angeles offlce,
located at 810 South Spring- St.,
is under the management of Henry
E. Beebe, Vice-President,
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J. H. Hilsman Co.

-Absorbs Tindall

ATLANTA, Ga—J. H. Hilsman &
Co., Inc.,, Citizens & Southern
Building, members of the Phila-
delphia - Baltimore - Washington
Stock Exchanges, have announced
that effective July 1st, J. W. Tin-
dall & Company will be consoli=
dated with their firm.

James B. Dean and Eugene F.
Willis will become Vice-Presi-
dents of J. H. Hilsman & Co., Inc.
Mrs, Marie O. White will be added
to the staff as registered repre-
sentative and Robert L. Morrison
as municipal bond specialist.

A mutual fund owning stocks selected
for investment quality and income

" possibilities. Sold only through registered
investment dealers. Ask your dealer for
free prospectus or mail this ad to

CALVIN BULLOCK, LTD.
Established 1894

- Address

- FUNDAMENTAL
INVESTORS, n:

Investing in common stocks
selected for possibilities of growth
in income and capital
over the years.

J. S. Strauss & Co. specializes

in trading blocks of bank, utility

and industrial common stocks.

The firm has direct private wires'

between all/of its offices and to
correspondents in Dallas and Seat-
tle, as well as an open telephone
to New York City, :

Joins Walter Delafield ,

Walter L. Jenkins has become an
Assistant Vice-President of Walter
B. Delafield & Company, Inc., 51

Broad Street,

Exchange.

vienet’

A Common Stock Investment Fund

Lorp, ABBETT & Co.

New York = Atlanta = Chicago’

Affiliated
Fund

An investment company seeking
for its shareholders possibilities
of long-term growth of capital
and a reasonable current income,

Prospectus upon request

= Los Angeles = San Francisco

o

g ‘\\é

DIVERSIFIED
INVESTMENT FUND, »c

A balanced investment
in bonds, preferred stocks and
common stocks.

New York City, B
members of the New York Stock &

DIVERSIFIED GROWTH
STOCK FUND, u

Investing for long term growth
{ possibilities in securities of companies |
@ in many fields of scientific and
economic development.

Hugh W. Long and Company
- - Incorporated'
Westminster at Parker o Elizabeth, New Jersey
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The Market

...And You

BY WALLACE STREETE

Stocks for:the most part of this
week turned in a desultory per-
formance as the summer doldrums
set in early. There was little in
the way of heavy offerings to be
absorbed and neglect was evident.

A few issues where the news
was good were bright spots but
the pinpoint enthusiasm wasn’t
carried to any extreme in most
cases. Purolator benefited ‘from
a stock split proposal, South
Puerto Rico Sugar from a stock
dividend. y
_And the intention of New York

" City to use Budd Co. as supplier
for new subway cars' was  as
cheering to that issue as it was
depressing to General Steel Indus-
tries which had been a.contender

" for the job.

For industrials, it added up to
a stalemate of nearly a.month’s
duration which, despite lack of
upside progress, nevertheless was
nothing that could remotely be
termed a retreat.

‘Rails Slow Up

Rails, which had been working
ahead independently, ran out of
strength- at least ‘temporarily.
Their average never really came
to grips with its modern-day
peak, the 181 level it had pushed
to in 1956 for the first time since
1929 when the all-time high of
189 was posted. In taking a rest
after reaching 176, this barometer
was in position, on any new pop-
ularity, to make a bid for at least
a new top in a generation.

At the very least, it was a de-
cidéd "change in the investment
attitude toward rails. which have
been more-or-less persistently
laggard after their move to a new
high seven years ago. Industrials,
meanwhile, kept forging into ter-
ritory never before seen in his-
tory without- any material help
from the carrier section.

To some of the market analysts,
a breakout by the rails could

make them the pacesetters to get -

the industrial average going again
after the protracted pause that
has served as a consolidation of
the steep gains in the October-
May period. .

. With or without help from the
rails, the consensus of market
opinion was that the industrial

average is headed to new highs,"

Its consolidating phase had a
716-726 range against the 734 peak
of 1961 which, again, is an area so
close to the peak that it wouldn’t
take much in the way.of strength
by-a handful of issues to close the
gap in a rush.

Carriers in Merger Fight.

The twin hopes of operating
economies and benefits of mergers
were the sustaining force in, the
demand for selected rail issues.
The competing merger bids of the
Chesapeake & Ohio and New
York Central for the Baltimore &
Ohio ‘had simmered down but a
new such bit of competition
cropped ‘up  when Chicago &
North Western made a counter
bid for Chicago, Rock Island &
Pacific that was aimed at. up-
setting plans by the Union Pacific
and Southern Pacific to split up
the Rock Island property.

North Western also embellished
its bid by initiating rmerger talks
with the Chicago, Milwaukee &
St. Paul. That added to the west-

‘Chicago,

ern railroad picture the same sort
of turmoil that has been confined
up to here to the eastern roads.

The St. Paul line up to here has
been more concerned with trying
to block the Great Northern and
Northern Pacific blend with the
Burlington & Quincy
which offered direct competitive
threats to St. Paul’s operating
area. With Interstate Commerce
Commission = approval — slow _in
arriving on any subject—needed
for any such plans, the merger
picture while active was still a
far cry from solution.

Santa Fe’s Lustre

The railroad that has earned
blue chip status, and also is in-
volved in a. possible merger, is
Atchison, Topeka & Santa Fe. Its
merger discussions basically are
with Missouri Pacific although it
is no secret that the ultimate aim
is to incorporate the properties of

other western roads.

The favoritism for Santa Fe,
however, is more solidly based
since it has been mostly because
of its own ability to turn a profit
after a temporary dip in results in
1960. But it has been recovering
since although that is contrary to
the results of the railroad indus-
try generally,

Santa Fe has a definitely long-
haul run, which has enabled it to
compete with truck companies
and the area it serves has shown
a’ better industrial growth -than
the rest of the nation to bolster
its operating results, It also de-
rives important revenue from oil,
trucking, lumber and other out-
side interests that help offset the
cyclical nature of railroad opera-
tions. As with most quality rail-
roads, Santa Fe offers a yield ap-
proachihg 5% which is distinctly
above average in a market con-
sidered in high ground where re-
turn necessarily has to take sec-
ond place to the hope for capital
gains, - '

The Case for Magnavox

Some attention was being paid
to the long out-of-style electronic
issues with Magnavox something
of a favorite in various areas.
Magnavox has built up a reputa-
tion of being one of the consumer
electronics firms that has pros-
pered consistently when the rest
of the industry was having re-
current troubles.

Magnavox’s particular achieve-
ment has been its success in tele-
vision set marketing through™a
period that began in the mid-1950s
when little or no growth was
made in this sphere by the indus-
try as a whole. Since 1955 its sales
of television sets have virtually
doubled, yet its share of the mar-
ket comes to no more than 5%,
according to industry sources,

That not only.leaves Magnavox
with' a growth potential, but. it is
evident that the company is ‘aim-
ing to do something about it since
it has franchised selected Singer
Manufacturing sewing centers in
the east coast area to sell its con-

sumer lines'and results so far are

repertedly encouraging.
Despite a sharp decline in the

military’ goods backlog at the end

of last year, Magnavox was able
in this year’s first quarter to step
up its consumer product activities
to more than offset the military

)
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decline and show a 2% overall
sales boost. With higher profit
margin consumer sales up some
16%, profit was up 21% in the
period.

Brighter Picture

Despite the long-awaited pre-
miere of the movie, “Cleopatra,”
Twentieth Century-Fox has had a
mundane market life subsequent-
ly. In part it could be traced to
the fact that critical acclaim was
not unanimous. And also the fact
that the picture has to gross $62
million to break even has been
well ‘dinned into skeptical in-
vestors.

Nevertheless, Twentieth Cen-
tury on its own, and without any
benefits from “Cleopatra,” has
been showing a sharp earnings
comeback after last year’s rather
large loss—more than $39 million.
Helped along by picture leasing
to television, oil and gas royalties
and other outside income, the
company’s ‘first quarter pretax
profit came to 90 cents a share

-against a 20-cent loss for the same

period a year ago.

The heavy expenses of “Cleo-
patra” at least are over, even
though its contribution to the
company is ‘still very definitely
up in the air. But if the foresee-
able profit for this year of around
$4 is realized, at recent price
levels, the stock is available at less
than eight-times. earnings for a
price/earnings ratio that is dis-
tinctly subnormal. At any rate, a
$20 million tax loss carryforward
will add that much more to the
company’s cash position this year
since it is not expected to have
any tax liability. >

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

Travelers Express:.
Co. Common Sold

A public offering of 267,740 shares
of this firm’s common stock is be-
ing made at $13.50 per share by
Dean Witter &' Co., Chicago. Of
the total, 70,000 shares are being
offered for the company and 197,-
740 for certain stockholders

Net proceeds to the company
will be used for repayment of
loans, advances to subsidiaries,
sales promotion, and working cap-

‘ital. -

Headquartered in the North-
western Bank Bldg., Minneapolis,
‘Travelers Express-and its subsid-
iaries are engaged in the sale of
money orders on a nation-wide
basis in the United States through
approximately 10,200 retail mer-
chants, ' principally drug stores,
supermarkets and grocery stores
located . in urban areas. Money
orders are sold under Travelers’
trademark and service mark,
Bondified, in 40 states, Puerto
Rico and the Virgin Islands.

The company believes- that it
ranks third in the sale of money
orders on a nation-wide bfsis in
the United States. .

‘Four V.-Ps. for

White, Weld Inc.

John M. Kingsland," Walter May-
nard, Jr., James W, Needham and
Alfred T. Wells, Jr., have been
elected Vice-Presidents of White,
Weld & Co., Incorporated, 20

~Br(_)g_c;i' _Stgeet, New York City,

SECURITY SALESMAN’S
CORNER BY JbHN DUTTON

Today’s Work Creates Tomorrow’s Business

See if this doesn’t add up and
check out with your own experi-
ence. Time and again have you
observed that orders and business
that are developed in the natural
course of a salesman’s efforts, are
the direct result of work that was
accomplished weeks and months
before the actual transaction took
place? If there ever was a pro-
fession where seed-sowing was
necessary before the crop matured
it is the  investment business.
Good-will can only be developed.
through contacts that are carefully
nourished, Most experienced sales-
men often do not make an effort
to transact immediate business,
but instead try to-become better
acquainted with a possible cus-
tomer, and it usually is the best
approach. Then when an oppor-
tunity presents itself to offer suit-
able suggestions the resulting bus-
iness is most satisfactory.

You Must Always Contact
New ‘Accounts

This is why careful prospecting,
and becoming acquainted with
qualified -investors is so necessary
if you wish to constantly build up
your clientele. There are sales-
men who believe that after they
have some customers they can
make a living sitting in their of-
fice and calling these people on
the telephone. There may be a
few fortunate order takers in con-
trol of some very large accounts
who might be able to do this for a
while, But even they may run
into a time when a few large ac-
counts are no longer available to
them. This is a very weak foun-
dation upon which you can build
your- business.

But when you have a well di-
versified number of clients, large
investors and small, retired people,
middle income ‘savers, possibly
some banks and institutions, you
can keep busy servicing these ac-
counts and you are not depéendent
on a few large customers. There
is safety in numbers but before
you can enjoy the. benefits that
accrue from a well baldnced cli-
entele, you have to sow the seed.

An Example of Effective
Prospecting
o}

One. young investment salesman
who is building a clientele of in-
vestors learned that  his.church
desired to build a new edifice. In
order to finance the project it was
necessary to sell a first mortgage
bond issue for about  $250,000.
When he learned about this pro-
posed financing he went to several
committee meetings and he of-
fered his services, not only to help
sell the bonds, but also to write
and assist in the preparation of
the bond indenture and set up the
mechanical details of the issue.
Since he was connected with a
responsible investment firm his
services were willingly accepted
by the church committee.

The work was well done and
the first contact that was impor-
tant to him was developed serving
on the finance committee. He
made friends among older men
who appreciated his services, and
he sold himself to them by his
sincere desire to be helpful to his
church, Next he went out. and
sold some of the bonds—he did
this without compensation—as was

v

the case with the other work that
he contributed. But he met im-
portant people under the most
favorable circumstances that he’
probably could never have known
for many years. Several investors
who bought the church bonds be-
cause' he called upon them de-
veloped -into very good accounts.-
He found investors that he never
knew right in his own.church. He
made many new friends and he
gained the good-will and respect
of people who can help him build
his business. .

There Are Opportunities

In every community there are
opportunities’ for public service.
There are fund drives, organiza-
tions that need support, hospitals
that must be financed through the
efforts of the public, church ac-
tivities, and charitable organiza-
tions. If you sincerely help these
worthwhile causes, offer.  your
services and work, you will meet
many people who are’ investors
and -also influential in your com-
munity.

You.can also build your busi-
ness by setting a goal for your-
self of meeting at least ten new
people a week who may become
your eclients. You can call upon

them in their homes and their

offices. If you do this day after
day, and you follow those pros=-
pects who you believe are worth-
while and can be developed into
clients, by mail and by telephone,
you will build your business. But
you must make the “calls,”’ see
new people constantly, enlarge
your prospect list, ask your satis-
fied clients for referrals, if you
want to create opportunitics for
future business.

It is yesterday’s work that cre-
ates today’s business. Build good-
will constantly, day by day, in
your social contacts, your com-
munity work; and in your daily
business contacts. A security sales=
man has three jobs . .. he must be
capable of obtaining valuable and -
important information . . . he must
be able to help his clients use
the investment information that
his firm places in his hands . . .
and he must be his own public
relations man, All three of these
responsibilities are important con-
tributors to his success. You must
work at them constantly if you
want your business ‘to. grow and
prosper.

Jas. Télcott Ine.
In New Location

James Talcott Inc. has announced
the removal of their New York
City executive offices to new and.-
enlarged quarters at 1290 Avenue
of the Americas.

Established in 1854, the firm
acts as factors, specializing in =
commercial financing, equipment -
financing and leasing, and re-
discounting. ’

Pershing to Admit

Effective July 1, Pershing & Co., '
120 Broadway, New York City,
members of the New . York Stock
Exchange, will admit Bernice S.
Cohan to' limited partnership,

itized for FRASER
b://fraser.stlouisfed.org/
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" automobile liability. and homéowners'
- pressures have resulted in unrealistic rating structures. However,
* straight fire insurance, unprofitable in each of the past five ‘years,
* is becoming a problem of equal magmtude As fire rates are gen-
- erally based upon the previous five years’ experience, some relief
* in rate structures appears to be 11ke1y in the near future. The
‘ recent 5.2% rate hike in New York is an example of this. Never-

" Ohio Casualty

Volunie 197 Number.6276 . .

STOCKS This Week — lnsurance' Stqcks

. The Commercial and Financial Chronicle

BANK AND INSURANCE

In addition, liquidating values rose over the year.end figures,
benefiting from the price rise experienced in “blue chip” stocks
during the period.. '

In view ‘of the first quarter’s experience, it is doubtful that un-
derwriting results for the full year will be in the black. If the

industry suffers from significant hurricane losses, absent in 1962, .

the present year’s over-all underwriting results could be the worst

" FIRE & CASUALTY OPERATING RESULTS
« “As preliminary figures indicated, final underwrltmg results for
. the.first quarter confirm the unfavoxable experience of most fire

and casualty insurance writers. Virtually all major underwriters
were in the red for the quarter and were well behind the reported
"underwriting results for the first quarter of 1962,

The industry’s principal underwriting problems remain in the
lines where competitive

theless, it will take considerable time before rates fall in line with

“present experience. In view of the reported fire losses to date in
" 1963, the present year could see one of the worst underwriting
- records on fire 'insurance in the industry’s history. For the: first
-+ five months of the year, the National Board of Five Underwriters

estimates losses at $668.2 million, up 14.4% from the similar period
of 1962. Aside from the fire, automobile liability and homeowners’
lines, . results were not too discouraging although automobile
physical damage is not contributing its usual healthy profit margin.

It is interesting to note from the following table of underwriting
results that only six companies—Allstate, Federal, Liberty Mutual,

- Pacific Indemnity, Travelers Indemnity and U. S. F. & G.—of the
twenty-five listed were profitable for the quarter. Five of the six"

" are companies which have lower than average expense ratios,

" and the sixth is principally a writer of casualty lines which gen-

erally had better results than the property coverages. The ma-

. jority of the companies listed were able to reduce their expense

ratios from the previous year’s first quarter, although many have
now reached what may be considered mini um expense . levels
and further declines will be generally nguéiigible.

First Quarter Underwriting Results

1963 1963 1963
Profit
or Loss

1962

Profit .
or Loss
Margin

Loss
Ratio

Expense
Ratio Margin

25.7% 0.1%

38.7 9.7

28.9

39.8

H32

35.7.

38.6

375

35.5

36.4

35.2

15.9

35.9

355

35.8

33.1

40,0

39.4

37.3

352"

36.2

23.3":. 4. peis
30.4 ik +
38.4 5. S
- 339 8 .+

Allstate Insurance
Boston Insurance
Continental . Casualty__
Continental Insurance..
Federal Insurance
Firemen’s Fund..._
Glens Falls Insurance__
Great American
Hartford Fire

Home Insurance
Insurance Co. of N, A._
Liberty Mutual
Maryland Casualty._.__
New Hampshire

'78.0
68.8
65.3
69.1
67.2
75.5
68.9
66.5
71.1
79.3
71.0
69.8
67.1 -
66.6 -
69.0
78.2
71.8
68.7
70.3
82.1
67.8

Pacific Indemnity.______
Phoenix Inc
Peerless Insurance. .-

" Prov. Washington
Royal Globe
St. Paul F. & M
State Farm Mutual..__
Travelers Indemnity_.._

Despite: the unsatisfactory underwriting experience, most fire
and casualty insurance stock prices have advanced in line-with the
general market thus far in 1963. Approximately one-half of the
companies which have made available first quarter results were

"able to offset underwrltmg losses with net investment income.
The remainder was in the red over-all. ertually all' companies
were able to show increases in.investment income durmg the
quarter in‘line with the past trend of consistent annual increases.

t
i

NATIONAL AND GRINDLAYS
BANK LIMITED

-Selected Property-
Casualty Insurers

1962 Resylts
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Head Office
26 BISHOPSGATE, LONDON, E.C2

Telegraphic Address
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Members New York Stock Exchange
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Telephone: BArclay 7-3500
Bell Teletype 212 571-1170
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Branches in
"INDIA - PAKISTAN - CEYLON - Bup\ A
ADEN “SOMALIA * EAST AFRICA
AND THE RHODESIAS |~
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since 1957.

Selected Fire and Casually Insurance Stocks

6/20/63
Price

Aetna Cas. ____ $106
Boston Ins. 38
- Continental Cas. 175
Continental Ins. 37
Federal Ins. _.__ 76
Fireman’s Fund 36 .
Glens Falls __.. 44
Great American . 63
Hartford Fire _. 65
Home Ins. ...
Ins. Co. of N. A,
Maryland Cas. . 47
Phoenix Ins, ___
Prov. Wash.
St. Paul F & M.
U.S. F&G.___
Western Cas. _-

1963
Range

$106-79
40-37
85-73
65-56
79-68

- 37-34.

- '48-42
63-52
77-68
90-61
103-94
56-47
130-108
34-29
67-57
65-59
52-45

Est.
¢ 3/31/63
Est. Adj. Book' Premium
-Dividend  Yield Value (Disc.)
.$1.00 09% . $49.90 112%
1.80 5143 (26)
1.50 45.29 66
2.20 84.78 (23)
1.15 45.46 67
1.30 +37.25 (3)
1.00 62.35  (29)
1220 94:01  (33)
1.32 56.21 16
2.40 9149  (20)
2.00 - 69.79 .38
12.00 56.87 (17)
3.00 191.97  (39) _
1.00 58.59.  (49)
1.28 48.36 30
1.32 53.26 18
1.20 44.70 7

As We See It

even in our laws, and the
facts of every-day life.

It is obvious to all with
eyes to see that in many, in-
deed in most if not in all, sec-
tions of the country there is
racial " discrimination of one
sort or another and in one
degree or another. In educa-
tional opportunities, in mat-
ters of employment, and in
some parts of the country
even in voting, to say nothing
of a dozen other fields where
negroes -are not. welcome or

" even permitted. It is, perhaps,

a little unfortunate that the
President has adopted what
has become ‘known as the
“Madison Avenue” style of
writing about all this, thus at
times greatly oversimplifying
the problems and even be-
coming somewhat misleading..
He seems to be attributing

_some of the misfortunes of

the negro to causes which
clearly are not solely respon-:
sible. In an oratorial sum-
marization of the plight  of
the negro he says: .

“The negro baby born in
America today, regardless of
section or the state in which

* he is born, has about one-half

as much chance of completing
high school as a white baby,
born in the same’ place, on
the same day; one-third as
much chance of completing
.college; one-third as much
chance of becoming a profes-
sional ‘man; twice as much
chance of becoming unem-
ployed; about one-seventh as
much chance of earning $10,-
000 a year; a life expectancy
which is seven ‘years shorter
and the prospects of earning
only half as much.” Now,
first of all these are obviously
average figures. There are
very few spots in the country
where one could find just

. These conditions,

Continued . from page 1

these conditions. Instead they
would be much worse or
much better. There is no uni-
formity in the country as is
thus suggested—even if there
is no place where there is no
discrimination. There. are
states and communities
which could very well resent

such a description of condi- .

tions existing there.

Too Much. Statistical
Inference _

But an even more serious
criticism of such easy han-
dling of statistics is in order.
wherever
they exist and wherever
worse conditions exist, are
doubtless in part, sometimes
in. large part, a result of dis-
criminatory public policy. As
every one knows well enough,
though, there are many fac-
tors involved in such condi-
tions as those described. It is
unnecessary to post any
doubtful claim of racial varia-
tions in ability or the like in
order to arrive at the conclu-
sion that home care of infants
and ' children, home atmos-
phere directing’ the efforts
and ambitions of the young
in planning or preparing for
life, types of attitude among
the population at large—
types of attitude that no leg-
islation could possibly reach
—all have a bearing, as do a
half-dozen other factors that
might be mentioned. The
President’s appeal for action
would have been stronger
had he not opened himself to
the charge of “making a good
story” by whatever means
were at hand.

Our own doubts. about
much of what the President
now proposes arises from his
apparent effort to make a
new heaven:iahd new earth
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by national legislation. That
new heaven ‘and that new
earth is, moreover, to be pro-
vided not only to downtrod-
den negroes but to many
others whose lot the Presi-
dent has repeatedly deplored
and for which he has re-
peatedly demanded doubtful

legislative remedies.’ This is

not simply an “omnibus”
measure to end racial dis-
crimination. Other New Fron-
tier programs are now pre-
sented as necessary to give

‘the negro a fair chance—

since he along with all these
other unfortunates must have
Federal aid. Large sums are
again demanded to provide
cducational facilities in local-
ities which will not, or do
not, provide facilities meeting
the President’s requirements
for either white or black.
More jobs must be created so
that both white -and black
may find work. In fine, ways
must be found by Federal
action to accelerate growth in
the “economy.” All this is
familiar enough and has been -
discussed and condemned in
these columns on more than
one occasion.

More and More
Centralization
There is another aspect of
this proposal of the President
which must not be over-
looked. Here we find a. fur-

. ther exemplification of the

continuous tendency .of the
day to place more and more
responsibility, more power
and more obligations upon
the Federal Government at
the expense of local and state
governments. It is true, of
course, that the President
urges state and local govern-
ments to take measures and
enact laws to supplement and
support what he is suggesting
for the national government.
The fact is, though, that he is
evidently not satisfied to
await action on the part of
any local authority or to trust
our fraditional reliance upon
local governments to take
care. of their own local prob-
lems. Now, as we have pre-
viously pointed out, this
whole matter of racial -dis-
crimination goes very deep
into our national life, is per-
vasive, and is based upon
feelings and attitudes which
lie deep in the minds of a
majority of American citi-
zens. For our part, we heart-
ily wish it did not lurk there,
but there it is and the
thought that it can. be quickly .

eliminated or even reduced

- by legislation, whether na-

tional or local, is a snare and
a delusion. That in the final
analysis is the weakness of
the President’s program.
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COMMENTARY...

BY M. R.

LEFKOE

Although the new regulations
based on the Kefauver-Harris
-drug amendments were released
«only this month by the Food &
Drug ‘Administration, serious
problems are already arising in
getting new life-saving drugs in
the hands of the doctors and pa-
‘tients who require them.

One of the major sources of the
‘problem is the lack of -qualified
FDA staff doctors to process the
‘mountains of paperwork which
the new regulations require the
drug companies to submit with
each new. drug application. Ac-
cording to Dr. Frances O. Kelsey,
chief of the drug investigational
branch of the FDA, the stack of
applications already received
stands over 1,250 feet tall. The
space available to store these
«documents is a room measurmg
only 15-by-20 feet;

A further roadblock to getting
new drugs approved (one phar-
maceutical firm reports that it
has been waiting over twice as
Icng as usual for approval of a
routine application) has been the
failure of the Medical Bureau of
the FDA to replace its director
who resigned last fall. Moreover,
the Bureau is undergoing serious
growing pains in trying to absorh
the 50 or so new doctors who
have recently been added to the
previous staff of about 20, .

~ An 8,000 Page Drug Application

Of .. the: 2,500 detailed  reports
which were sent to the FDA dur-
ing the first week c¢f June, one
was an application for a new drug
by Eli Lilly, a major pharmaceu-
tical ‘manufacturer. According to
the company, its application con-
tained 8,000 pages and measured

- 34 inches. thick, If an FDA in-
vestigator were to spend just
three minutes per page. it would
take him roughly 50 eight-hour
days ‘just to get through the re-
port. This, of course, says nothing
of the additional time it would
take him to analyze all of the
material—the avowed purpose for
_requiring the information to be
submitted.

Many ' informed sources are
seriously concerned that the new
requirements for providing de-
tailed reports will prove to be a1

_ insurmountable obstacle to many
drug firms because of the tremen-
dous time and money involved. In
the past, @ summary of the testing
performed by the drug firm was
all that was required. The actual
l'1b01atory reports could be kept
in the form of notes in the com-
pany’s cffice, Under the new reg-

- ulations, however, a detailed re-

port of ‘every subject tested by
every researcher is required by

FDA. Thus, the massive applica-

tion submitted by Eli Lilly con-

tained the notes compiled by 150
researchers on each of the 2,170
subjects who were given the drug
experlmentally

One obvious consequence of the
new FDA regulations will be to
force many of the smaller drug
firms out of business hecause of
the costs involved. Moreover,
even -the larger firms will be
mcre apt to drop their investiga~
tion of new drugs in the early
stages .unless it appears - that a
major discovery — and significant
financial reward — is, probable.
According to. onew: industry
spokeaman there is no questlon

but that “the net effects of the
new regulations will be to impede
new drug developments.”

FDA Forcing Qualified Doctors
Out of Testing Fieid

The mountain of paperwork is
only the beginning of the phar-
maceutical industry’s problem, In
order for a drug to be approved
by the FDA for general distribu-
tion to physicians and the general
public, a long series. of tests is
required. One stage of testing en-
tails the controlled use of the new
drug with human patients on an
experimental basis, after the drug
has been found safe and effective
on animals. (This is known-as the
field of clinical pharmacology.)
The number of qualified "doctors
to ‘do this type of testing has
always been small, but the paper=
work now required by the gov-
ernment is inducing many.of the
better ones to drop out of the
field.. Many of them have refused
to continue helping the drug com-
panies test new drugs when they
are forced to spend more time
making out reports than doing
actual research work — particu-
larly when they suspect that the
8,000-10,000 page applications will
never be read fully by the FDA.

Dr. Lowell Coggeshall, Vice-

President of the University of
Chicago and head of a new pri-

vate -commission on drug safety,.

recently told Congress about the
results of a study prepared by his
group. According to a UPI re-
lease, Dr. Coggeshall testified that
“the new .drug regulations will
interfere with the research proc-
ess through which new drugs are
developed.” Moreover, the study
based on replies from 100 scien-
tists in the drug field “clearly

shows. that new [investigators]

will hesitate to enter the field and
some scientists now.in it will tend
to leave. Admittedly, drug testing
will not come to a halt, but the
tendency to slow down the whole
process can easily be seen.”

In a column last fall dealing
with the new drug 'legislation
then under consideration by Con-
gress, I asked: “Who = should
make the final decision whether
a. drug should be used—a physi-
cian who is familiar with each
patient’s case and who can weigh
the probable advantages with the
possible harm, or a bureaucrat in
Washington who will be so afraid
of making a mistake that he will
refuse to allow ‘a new drug on
the market because of its possible
harm, oblivious to the beneficial
thereapeutic effects which might
enable miillions to live?”

. The reaction was instantaneous:
Isn’t this a rather far-fetched
situation? I was asked. Do you
seriously think that the FDA
won’t use a little’ common sense
in administering ‘its regulations?
At the time, I could only reply:
“Wait and see.”

“We Didn’t Have Long To Wait”

We didn’t have long to wait.
About a month ago, Dr. Jonathan
Cole, a member of the National
Instltutg_@pf Mental Health and
a.recogflized expert in ‘his field,
decided {6 run an experiment on
the effects of the various “potent
tranquilizers” (those used for
serious mental illnesses). He con-
tacted Smith Kline & French, the
makers of Thorazine, one such
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drug, and asked the company if it
could prepare the drug in the
form of a capsule for his tests. Dr.
Cole wanted every drug in the
test (including the placebos—the
harmless sugar compounds) to be
in' the form of blue capsules so
that only the supervisors of the
test would know which drug, if
any, was being administered. This
would prevent the patients from
reporting imaginary effects be-
cause they expected them, and
keep the doctors from being pre-
disposed to observe certain re-
actions- in their patients due to
knowing what drugs had been
administered.

Because Thorazine is one of the
key drugs in the field of mental
illness, the test would have been
worthless without its use. Smith
Kline agreed to help Dr. Cole and
applied to the FDA for permis-
sicn. to make up a batch of the
drug in the form of blue capsules,
rather than the customary tablet
form which could not be used in
Dr. .Cole’s test.

At that point, Dr, Kelsey of the
FDA refused to approve the ap-
plication, stating that, according
to the new drug regulations, a
whole new application would be
required.. This would have en-
tailed years of testing” and mil-
licns of dollars of expense. Dr.
Ccle complained vehemently to
the FDA, pointing out that there
would be absolutely no difference
in the effects of the capsule as
compared to the customary tablet,

-and that his study could be of:

incalculable benefit to mental
patients. At the present’ time, Dr.
Kelsey is still determined to up-
hold the letter of the regulations
and will not budge from her orig-
inal refusal. (It'is interesting to
note that President Kennedy re-
cently requested Congress to ini-
tiate a major drive to fight
mental illness and -asked.for at
least $30 million to be spent dur-
ing the- first/ year of his proposed
program,)

Prospects for New Drugs
Getling Worse
Statistics now being collected
indicate that the number of new
diugs being introduced (as well
as those undergoing testing) are
at a 10-year low, and prospects
for the next few years look even
WOrse; The warning I offered last
fall regarding the new drug con-
trols is ‘even 'more appropriate
today than it was then:

“If you value your life—liter-
ally value your life — you ‘will
make your voice heard in protest-
ing the new drug. controls. And
the time to do so is now, not
when you are lying in a hospital
bed dying  because a drug which
could have saved you is on a shelf
waiting . for a bureaucrat’s fmal
approval.”

Wmn. R. Staats
To Admit

LOS ANGELES, Calif.—Effective
July 3, Laurence H. Odell will
become a limited partner in Wil-
liam R. Staats & Co., 640 South
Spring Street, members of the
New York and Pacific Coast Stock
Exchanges.

Chailes Ploht to Adsiit

Effec'{ive July 3, Charles Plchn
& Co., 200 Park Avenue, New
York City, members of the New
York Stock Exchange, will admit
Myron Lowell Belfer to limited
partnershlp
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Our Reporter on

GOVERNMENTS

BY JOHN T. CHIPPENDALE, JR.

The tone of the money and capi-
tal markets is still on the con-
structive side even ' though the
talk in the financial district is to
the effect that interest rates will
go up with the passage of:time.

In spite of the decrease in excess-

reserves of the banking system,
neither short- term or long-term
interest rates have shown any real
appreciable increases so far.

The capital market is-in the
process of digesting the new bond
issues that have been brought into
this market at too high prices.
It will take time for these over-
priced bonds to be assimilated but
there is a large enough supply of
money around to do this in a fav-
orable way. The very fine recep-
tion which was given to the Govy-
ernment new money 4% bond of
Aug. 15, 1970 shows what takes
place when a bond is priced right.

Wizhfu! Thinking
Higher inferest rate talk espe-
c1a11y talk that short-term rates,
the vrime rate and the discount
rate will all be increased before
the end of the year is being heard

more frequently now. An increase’

in margins is also looked for in
the foreseeable future. It appears
as though bankers and many other
money market specialists are ex-
pressing the views that the de-
creases in reserves of the mem-
ber banks of the Federal Reserve
System is the first sign that inter-
est rates ‘will move up with the
passage of time.

The opinions that the  devosit
banks will have less funds to
work with because: of the declin-
ing trend of excess reserves is

“taken to mean that tighter credit.

and higher interest rates will fol-
low as matter of course. This may
be an accurate prediction pro-
vided business continues to move
ahead and there is .a cut in in-

come taxes and unemployment is-

brought down to an area which
is considered to be not unfaver-
able. If there should be a revival
of the boom, with its attendant in-
flation psychology, there would
be no question but what interest
rates would be moved up to pre-
vent a bust and a recession even-
tually in busmess

Protecting the Economy

Higher interest rates in the
near term sector of the market
would be a favorable force in our
efferts to combat our balance of
payments problem, However, this
rate and probably much more im-
portantly the prime rate,long-term
interest rates and the discount
rate canpot be allowed to go up
to level hich would be detri-
mental to our economic recovery.
Interest rates that are too hich,
along with limited credit, could
shut off or retard our business re-
covery. This. would be an unfav-
crable development because a de-
clining economy would not- be
helpful to our balance of pay-
ments problem. ;

In addition, a change in the
discount rate usually signals a
rather complete change in the po-~
licies of the monetary authori-
ties. It is generally not a penalty
rate here. Accordingly, until there
is more evidence that the economy
is going to be a great deal more

vigbrous than has been the case so
far-the Central Bank rate is not
likely to be-changed.

Too Full Pricing Plagues Bond
Underwriters

Even though there has been a
decline in, the excess reserves of
the Federal Reserve System, there
has* been < only - an  almost un-
noticeable firming of short-terra
interest rates. As far as the long-
term pattern of interest rates is
concerned, there has been a very
modest firming in capital market
rates due almost entirely to the
over - bidding or over - pricing of
new issues coming into the mar-
ket for sale. Even when new bond
offerings have been made on a
negotiated basis they have also
been overpriced in many cases.

Therefore, it appears as though
the capital market has not been
effected so far by higher interest
rates or tighter credit conditions
but by the overpricing of new
bond offerings by the various Syn=
dicates.

The capital market-as soon as
it digests the overpriced offérings
of new bonds that have come into
the market should be in good
shape again. It should be remem-
bered that the funds seeking an
outlet in long bonds are still very
sizable.

J.A. Traviss_ With
Watt & Watt.

TORONTO, Canada—Watt & Watt
Limited, 7 King Street East, stock
and bond
brokersin
‘Toronto since
1908, have an-
nounced that
on July 2nd,
James A. Tra-
viss will be-
come manager
of their for-
eign depart-
ment,

Mr. Traviss
was formerly -
manager of
) the U.-S. de-
partment of Davidson & Company.

James A. Traviss

Puttus Partner
In Davenport

- RICHMOND, Va.—Hunter R.Pet=
tus, Jr. has become a partner in
Davenport & Co., 1113 East Main
Street, members of the New York
and Richmond Stock Exchanges.

‘Gruntal & Co. to

Admit Two

Gruntal. & Co., 30 Broad. Street,
New York, City, members of ‘the
New .York Stock Exchange, on

July 1 will admit Roland B.

Stearns, member of the Exchange,
and Norbert L. Grunwald of Bal=
timore to partnership. Mr. Stearns
is a partner in Stearns & Co. Mr.
Grunwald is Baltimore manager
for Gruntal & Co.
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NEWS ABOUT

BANKS AND BANKERS

Consolidations e New Branches e New Officers, etc.

* Revised Capitalizations

The p;omotion of Arthur 'W.
Sharples to Asistant Vice-Presi-
dent of the Chase Manhatian
Bank, New York, was announced
yesterday. He is in the training
and communications section of the
bank’s personnel administration
division,

Also made known were the ap-
pointments of Russell K. Pope as
Assistant Treasurer in the-irvest=
ments and financial planning de-
partment and Cornelius J. Lyons
to Assistant Staff Counsel.

# & £

Harold V. McGowan has been ap-

' pointed a Vice-President of First

National City Bank, New York,

Mr. McGowan has been a Trust
Officer with the bank since 1946,
and is assigned to the Real Estate
and Mortgage sectlon of the Trust
Division.

& #* *

Bernard Sanders has been elected
a Vice-President of Manufac-
turers Hanover Trust Company,
New York. A veteran of 37 years’
service with the bank, he is with
the West 43rd  Street branch of-
fice. He joined the then Manu-

facturers Trust Company in 1925,

was riamed an Assistant Manager
in 1941, Assistant Secretary in
1945 and Assistant Vice-President
in 1957.

Elected Assistant Vice - Presi-

-dents are Thomas H. Petschek and

Howard E. Schurman of the
Rockefeller  Center  office and
Harry Pragoff of the Pelham
Parkway office.
* # #®

The Chemical Bank New York
Trust Company, New York, has
elected George ‘Schleich Vice-
President, it was announced by
Harold H. Helm, Chairman. He is
in charge of the bank’s Personal
Trust Tax Department where he

has served as a Persnoal Trust.

Officer since 1959,

Mr. Schleich joined the bank in
1920, and was appointed Manager
of the Tax Department in 1944,

B Ed * 5
Victor. M. Pedroso,. who headed
Banco Pedroso, Havana, Cuba, for
five years has been appointed a
Vice-President in Bank of Amer-

‘ica (International) in New York,

President S. Clark Beise an-
hounced June 25,

Before becommg pre51dent, in
1955, he ‘was Vice-President of
Banco'Pedroso for 16 years.

® - & *
Albert C. Slmmonds Jr., Board
Chairman and Chief Executlve
Officer of The Bank of New York,
died June 23.

A native of Simmesport, La.,
Mr. Simmonds was the son of the
late Albert C. Simmonds, and
Mrs. Nonie Adella Butler Sim-
monds, who survives her son. He
resided at Indian Trail in Har-
rison, N. Y.

He attended local schools—
Bunkie, La. Grammar School and
Bolton High School, .Alexandria,
La. — and matrmulated at Van-

‘derbilt ‘University where he was

gradyated with an A.B. degree in
19228, He received-a Master’s de-
gree in Business Administration
from Harvard University in 1925,

Mr. Simmonds taught history in

‘Thomasville, Ga. High School

prior to launchmg his business
ecareer with the Texas & Pacific
Railway Company in. New York.

o

~ Bank

He was named Assistant Treas-
urer in 1934, Assistant Vice-Pres-
ident in 1937, Vice-President in
1941, President and Trustee in
1948 and Chairman of the Board
in 1957,

Ed * #*

Harold Landau, Manager of the

Forest Hills office of Commercial-

Bank of North America, New
York; has been elected -Vice-Pres-
ident of the bank, G. Russell
Clark, Chairman, announced June
25, 1963.
* * ] L2
Charles D. Runyan a Senior Vice-
President of the Commercial Bank
of North America, New York died
June 23 at the age of 64,
g * s #

The, Comptroller of the Currency,
James A, Saxon on June 25 an-
nounced ‘that he has given pre-
liminary approval to the applica-
tion of a 'group to organize a
National Bark at 475 Seventh
Avenue, New York City.

The proposed title of the insti-

‘tution is Lincoln National Bank .of

New. Ycrk. The propsed 'initial
capitalizations is $3,000,000.

# £ &
John Reine was elected a Trustee
of Union Dime Savings Bank,
New York.

& G #*
Joseph Upton, 82, a former Presi-
dent and Board Chairman of the
Queens County Savmgs Bank,
N. Y. died June 19.

Mr. Upton was elected Presi-
dent  of the bank in 1935 and
headed it until 1957, when he be-
came Board Chairman,

The- Central State Bank, Brook-
Iyn, N. Y. has applied to the New
York State Banking Department
for permission to add a Rocke-
feller Plaza area branch at 22
West 48th Street, Manhattan,

W. Kenneth Regan was elected
President of the Valley National
of Long Island, Valley
Stream, N. Y. Thomas G. Madi-
gan has been named Executive
Vice - President,  Mr. Auslander
will continue as Chief Executive
Officer.

£ 3 * *

The Community Bank Lynbrook
N. Y., made William G. Kielmann,
Pre51dent succeeding William M
O’Neill, - - ‘

' TR e TP
Ray H. de Pasquale and Walter A.
Stanley, were elected Directors of
The Ceunty Trust Company,
White Plains, N, Y.

Chester ' H. Seifert, has also
been named Assistant Vice-Presi-
dent.

. s Ed &

The Directors of the First National
Bank eof Brewsters, Brewster,
N. Y,, and The County Trust Com-~
pany, White Pldins, N. Y. on June
20 approved plans to merge the
Brewster bank iz?to County Trust,

Dates for ' the stockholders’
meetings to.vote on the merger
will be anrounced later.
merger is also subject to approval
of the. Superintendent of Banks
of the State of New York and the
Federal Reserve Board. '

The. merger would be affected

through the exchange of 225

The:
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shares of The‘County Trust Com-~

pany for each of the 1,000 shares
of First National Bank of Brew-
sters now -outstanding.

The -deposits: of the First Na-
tional Bank of Brewsters on Dec.
31,
County Trust’s on the same date
were $616,083,572.

* Ed &
The Board of Directors of State
Street Bank and Trust Company,
Boston, Mass., voted to transfer
$5,000,000 from undivided profits
to surplus. This action increases
the bank’s capital and surplus
funds to $50,000,000.

Ed # #

The State Street Bank and Trust -
‘Company, Boston, Mass., announce

the election of Gordon B. Mun-
son as Loan Officer; Alton B, Otis
and J. Arthur Taylor as Assistant
Treasurers.
3 CREE
Arthur P. Clow was elected a
Director of the First National
Bank of Jersey City, N, J.
(BN Fhea ®
The Fidelity Union Trust Com-
pany, Newark, N. J., elected Paul
Mallon, Second Vice-President.
& & *
The Mellon National Bank &
Trust Co.,” Pittsburgh, Pa., made
David ‘F. Jones and William H,
Staring, Jr., Vice-Presidents in
the investment department,
* £ £

“The Comptroller of the Currency

James J, Saxon June 24 an-

nounced that he had given pre-

liminary approval to organize a
National Bank in Bowie, Md.
Initial capitalization of the new
bank will amount to $800,000, and
it will be operated under the title
Belair National Bank,
# ES L3
Effective June 28, The Bank of
Henrico, Sandstar, Va., will merge
with The Bank of Virginia, Rich-
mend, Va. Approval of the mer-

‘ger was given by the State Cor-
poration Commission on April 18,.
and approved by the Board of .

Governors of the Federal Reserve
System on June 17,

Organized in 1957, The Bank of
Henrico has total assets of $5,-
604,042 by March 18 statement of
condition. T, G Layfield, Jr. is
President,

Merger will be effected by The
Bank of Virginia issuing shares of
its stock in consideration for net
assets of The Bank of Henrico.

Grayson F. Holt, now Vice-
President and Cashier of The

Bank of Henrico, will be officer in.

charge of the four Henrico of-
fices as a Vice-President of The
Bank of Virginia.

The present Board of Dlrectors
of The Bank of Henrico will be-
come the Henrico Board of The
Bank of Virginia. =

% * E3

Plans for a proposeéd merger of
The IMallwood National Bank, in
Accemack County on Virginia’s
Eastern' Shore, with The Bank of
Virginia, ' Richmond, Va., have
been approved by ‘Directors of
both banks and will be submitted
to special meetings of the banks’
respective stockholders shortly,

The Hallwood National Bank
has total assets of $5,329,659. The
Bank of Virginia, which has 21
locations in six Virginia cities, has

total assets of $176,349,856, by.

March 18 figures.

The merger plan is subject to
approval by banking authorities
and by stockholders of both banks.

# £ L
The Ohio Citizens Trust Company,
Toledo, Ohio, elected Donald R.
Adams and Donald E. Weber, As-

1962, were $3,743,558 ‘and’

sistant © Treasurers. . Ronald A.
Hill was made an Assxstant Sec-
retary.

2 * #*
Norman K. Foley has joined Con-
tinental - Illincis National Bank
and Trust Company, Chicago, I1L.,
as a member of the bond depart-
ment. Mr, Foley will be located
in the bank’s New York office.

* &
The Northern Trust Co. Chicago,
IIl. announced the promotions of
Donald G, Whiteman to Vice-
President and Cashier,” Raymond
R. Ott, Paul B. Wineman, and
Richard W. Sieloff to Second
Vice-President.
Richard M. Burridge, RicharG
A. Day, Robert F. Reusche, Clay-
ton F. Brown, John P. Byram
and Philip W. K. Sweet, Jr. were

made Vice-Presidents.
Ed £ &

The American National Bank and '

Trust Company of Chicago, IIl.,
announced that -Morris E. Feiwell
has resigned as Senior Vice- Pres-

" ident but will continue his official

relationship. with the bank as
Corporate Secretary,

£ £ £
The Comptroller of the Currency
James J, Saxon on June 24 an-
nounced that he has given pre-
liminary approval to organize a
National Bank in 'St. Martin,
Minn. i

Initial capitalization of the new

bank will amount to $100,000, and
it will be operated. under the title
St.. Martin National Bank.

£ & Ed

The Comptroller of the Currency

. James J. Saxon on June 24 an-

nounced that he has given pre-
liminary approval to organize a
National Bank in Wichita, Kans.

Initial capitalization of the new

bank will amount to $500,000, and.

it will be operated under the title
National Bank of Wichita. "

% i #
Joseph P. O’Connor has - been
named auditor of the Merchandise
National Bank of Chicago, Ill.
¢ Ed &
The Comptroller of the Currency
James J. Saxon on June 24 ap-
proved the conversion of Beli
State Bank, St. Joseph, Mec., into
a National Banking Association;
The bank will be operated by its
present .management under the
title Belt National Bank of St.
Joseph,

The First National Bank of Miami,

Florida elected  Carl H. Bruns
Vice-President and Senior Vice-
President, Donald" R. Thompson,
Senior Trust Officer and Clifford -

M. Beadle and Norton B. Nichols

Vice-Presidents.
% e ®

The Comptroller of the Currency
James J. Saxon on June 25 an-
nounced that he has given pre-
liminary approval to organize a
National Bank in Greeley, Colo.

Initial capitalization of the new
bank will amount to $300,000, and
it will be operated under the title
West Greeley National Bank.

Ed £ e

The Comptroller of the Currency
James J. Saxon on June 24 an-
nounced that he has given pre-
liminary approval to organize a
National Bank in Newcastle, Wyo.

Initial capitalization of the new
bank will amount to $225,000, and
it will. be operated under the title
First National Bank of Newecastle.
Shareholders of Crocker - Anglo
National Bank, San Francisco,,
Calif. at a special meeting held
June 20 approved the proposed
merger between Crocker - Anglo
and Citizens National Bank of Los

t
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“Angeles by an overwhelming ma-
jority, it was announced by ‘Chair-
man of the Roard Paul E. Hoover,
Similar approval of the merger
was granted by the Citizens share-
holders at a special meeting held
in Los Angeles two days earlier.

The merger, which now awaits
only the approval of the Comp-
troller of the Currency in Wash«
ington, D. C., would be accom-
plished by an exchange of stock
in the ratio of one and nine-tenths
shares of Crocker-Anglo for each
share of Citizens National stock.
The resulting institution, Crocker-
Citizens National Bank, would
have assets approximating $3,200,- " .
000,000. 1

Wolo LT U 2
The Crocker-Anglo National
Bank, San Francisco elected John
J. Downes Vice-President.

Ed £ &
Allen I. Halseth, has been ap-
pointed Vice-President and loan
officer of the Ahmanson Bank and
Trust Co., Beverly Hills, Calif.

& * #
The Comptroller of the Currency
James J. Saxon on June 24 an-
nounced that he has given pre-
liminary approval to organize a
National Bank in Los Angeles,
Calif.

Initial capitalization of the new
bank will amount to $2,000,000,
and it will be operated under the
title Pioneer National Bank.

g # £ &
The retirement of L. C. Henry as
a Director of the Seattle-First
National Bank, Seattle, Wash. and °
the ‘election of his son, Chapin
Henry as his successor were an-
nounced. ) .

The elder Henry began his serv-" -
ice on the Board on Oct. 31,1929,
at the time of the consloidation of
the First National Bank, Seattle
National Bank and Dexter Herton
National Bank which resulted in

- the Seattle-First National Bank.

#" # #*

The Comptroller of the Currency
James J, Saxon on June 4. an-
proved the application of Old
National, Bank of Washington,
Spekane, Wash., to purchase the
assets and-assume the liabilities of
Security State Bank, Colton,
Wash,, effective on or after June
13. :
# LI : )

John S. Hughes, Manager of the

Bank of Montreal, Canada, St.
Peter and St. James Streets
branch, .Montreal, has been ' ap-
pointed an Assistant General Mau-
ager of the.bank’s Caribbean affil-
iate, the’ Bank of London and
‘Montreal Limited, s

Mr. ‘Hughes will be moving to
Nassau, Bahamas, in August; to
take up his new #dppointment at
the head office of Bolam.

The Bank of London and
Montreal is owned jointly bv the
Bank of Montreal and the Bank of
London and South Ameriea. 4

® b3 £
Judge Alva E. Steadman hecame
Chairman -of the Board of Direc~
tors of Bank of Hawaii, Honolulu,
Hawaii following action by the
Board in honoring Mr, Walter F:
Dillingham’s request that he be

allowed to withdraw as an actlve

.Director and Chairman.

Mr. Dillingham, was honored by

the Bank through deSIgnatmn as
Chairman  Emeritus.
. The New Chairman has served
on Bank of-Hawaii’'s Board. of
Directors for thirty years. He was,
first. appointed to the Board on
April 13, 1933, and became Vice=-
Chairman. in Jan. 1957.
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high was $2,626,000 net tons
achieved May 25-ending week
and last week’s output fell just
below the April 6 level of 2,413,-
000 net tons. Prior to then, the
week’s output was last previously
equaled in the first week of- April,
1960. The June 22-ending week’s
output exceeded last year’s week
by 55.2%.,

Out of the 25 weeks of this
year’s steel output, production de-
clined in six of those weeks and
rose for 13 consecutive weeks
from the week ending Feb. 2
through April 27 out of 16 weekly
periods of steel output advances
in 1963. During those 13 weeks
of consecutive weekly increases,
output advanced 36.8% (1,863,000
to 2,548,000 net tons). Not since
~the fall of 1954 has the industry
experienced such a long sustained

- sequence of consecutive weekly
rises. In the autumn of 1954 he-
ginning with Sept. 5 until Dec. 6,
steel output rose to 304% (1,-
502,000 to 1,958,000 net tons).

Last Thursday, June 20, marked’

the successful steel industry and
union accord without a strike, but
at an industry estimated over-all
cost of 15 cents an hour over the
contract’s two-year life. The union
~estimated the liberal vacation,’
employee-reduction, plan at 9.5
cents per manhour.

Removal of the strike threat
may most likely accelerate the
. declining steel output of the past
four weeks which anticipated the
peaceful strike settlement. The
accord is said to be well within
. the  government’s recommended
non - inflationary wage increase
guidelines. .

For the fourth week in.a row
this year, the cumulative total
output of ingots and castings
since Jan. 1 topped the year-ago
period with a total of 57,088.000
net tons (¥122.6%) which is
7.9% above the Jan. 1-June 23,
1962 production of 52,911000 net
tons.

*Index of Ingot
Production for
Week Ending

District— June 22 June 15
120 9

North Fast’ Coast
Buffalo
Pittshurgh
Youngstown
Cleveland

Detroit ___
Chicago __
Cincinnati

St. Louis__

Western

Total Industry 130.2 132.3
——

*Index of production based on average
Weekly production for 1957-1959,

July Steel Shipments Up and

Output Curtailed '

Steelmakers expect July to be
a month’of better than average
shipments but sharply - curtailed
ingot' production, Steel magazine
said. ¥

Removal of the strike threat
won’t have much effect on next
month’s - shipments of finished
steel because most of the July
tonnage has been' processed to the
point where it can’t be deferred.
Shipments will drop no more than
15%.

In steelmaking, it will be a dif--

ferent story,

Operations are already trend-
ing downward. They’ll decline
this week for the fifth consecu-
tive time. Production will be Tess
than 2.4 million ingot tons—Steel’s
estimate of industry output last
week. The rate, which was equiv-

alent to 78:5% of unofficial capac- 2.89%

ity, was the lowest since the end
of March.
Look for a 25% drop in produc-

tion next month. July’s output
will be about 8 million ingot tons
(vs. an estimated 10.4 million tons
in June). %

#
First half steel production will

be around 59.3 million tons (vs.
54,098,179 in the same period last
year), Steel estimated.

The scrap market sagged last
week, and expectations are it will
fall farther. ‘Steel’s price com-
posite on No. 1 heavy melting
slipped 33 cents a gross ton to
$25.50. !

Steel Bookings and Order Back-
logs are Both Dropping

In Chicago, steelmakers report
substantial deferments.from cus-
tomers 'in every industry except
automotive and predict that order
backlogs will drop by as much as
10 to 15% per week. The setbacks

are mainly in areas where inven-.

tory building has been heaviest,
with the emphasis on hot rolled
and cold rolled sheets,

In Pittsburgh, the only prod-
ucts running counter to the gen-
eral downtrend are semifinished
items,; reinforcing bars, railroad
wheels, cold rolled sheets, and
electrical steels. Producers say
July bookings will be 10% less
than June’s. :

In. the East, buyers are defer-
ring sheet mill deliveries - but
pushing hard for prompt service
on galvanized items.

The July downtrend was inevit-
able, the metalworking - weekly
said.

Even if buyers hadn’t accumu-
lated surplus inventory, they
would take less steel in July than
in June. Some will close their
plants part of the month for vaca-

_tions; others will be adversely af-

fected by the start of model
changeovers in the auto industry.

Assuming a 15% drop in mill
shipments, consumer inventories
will shrink by 500,000 tons in
July. By August, users will be
liquidating stock at the rate of 1
million tons a month.

A covey of small, “hot” autos

with the sports car look is ex--
pected to make its appearance’

next year, Steel reported. Chev-
rolet, Pontiac, Ford and Chrysler
will offer entries.

For metalworking, this trend is
significant because it means a re-
surgence of V-8 engines (more

~ parts will be needed) and a shift

back to dual exhaust systems
(each set of duals cortains some
30 more pounds of steel than a
single muffler and pipe).

Metalworking Managers Are
Optimistic
Metalworking managers are
sticking to their six - month - ago
prediction of a record $174 billion

in sales for 1963—5% above 1962’s

record $164.8 billion, a midyear
survey of 5,000 managers in Steel
magazine’s June 24 issue revealed,
This is how managers think
1963’s second half will stack up
with the first:
Sales will be 4.3% higher.
Profits will climb 2.8%, push-
ing the 1963 vs. 1962 gain fo 4.1%.
Selling prices will be nudged
0.7%. . .
Production costs will sneak up
1.5% and marketing costs will rise
about 1%, ‘ '
Employment
14%.
Capacity will be boosted by

will be hiked

0.

R&D spending will edge. up
0.9%. . i
Concerning activities to im-

T
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prove operations during the sec-
ond half, six out of ten managers
say production cost fighting will
get top priority. Marketing im-
provement comes next (20% name
it), followed by plant moderniza-
tion (16%). Other top projects:
Improving personnel and reduc-
ing material costs. .

Price fighting problems may be
easing: Last fall, more than 14%
of the metalworking managers
looked for price decreases. Now
only 7% foresee any decreases in
the second half, and almost a
third look for increases.

No Severe Summer Steel
Decline Seen

About 4 million tons of steel

Down Payment

will have to be squeezed out of in- [ &

ventories before the steel market
returns to normal, Iron Age ma-
gazine reported.

Steel users started making plans

to liquidate excess. steel stocks §
immediately after the steel labor §

settlement. But reaction will be
delayed, and cutbacks in steel in-
ventories will extend to autumn,
the national metalworking week-
ly comments.

Although there is a lot of wish-
ful thinking that there will be-lit-
tle or no effect on the steel mar-
ket, reaction will be fairly severe.
However, it will not result in a
collapse comparable to that of
1962.

In terms of tonnage, steel users
and service centers had built up
their supplies of steel to about
17.35 million tons of finished steel
prior to the settlement. This is
about 4 million tons above nor-
mal.,

But there are factors that will
take some of the sting out of the
correction, Iron Age said.

Although steel stocks did reach
a fairly high point, the buildup
was not as high as had been ex-

pected — or planned. Improving

rates of steel consumption slowed
the buildup among many users.

~ And because of early optimism
in steel labor talks, many users
had shut off their inventory ac-
cumulation some time before the
settlement.

The 90-day notification period
before a strike could be called
provided a time cushion that
made the buildup less frantic than
in previous strike hedge periods.

The business outlook continues
good and the summer downward
cycle in steel consumption is net
likely to be severe.

But there are other factors that
just can not be ignored that will
inevitably lead to an easing in
steel demand, Iron Age says.

The flow of  steel can not be
shut off immediately.  Probably

less than a week of July orders.

will be. deferred. This means it
will be a full month before liqui-
dation really starts,

With a new labor ‘contract and
a 120-day notification clause, steel
users will feel no pressure to
maintain more than minimum
steel stocks. They will cut back
to the point dictated by the freat-
est economy in carrying inven-
tory. ;
Steel users are now more con-
fident than ever of the ability of
the steel mills to deliver. After
all, the market never got really
tight during the buildup period.
At the time of the labor settle-
ment most steel products were
available in four weeks. :

The immediate reaction of most
steel users is to defer what they
can of steel ordered for July into
September. Shipments will drop
from about 8 million tons to 6
million tons axgd could go substan-

iy

N

on Rapid Transit

The initial payment on America’s first modern rapid transit system
was made Thursday, June 20, in the municipal bond department:
“of the Bank of America in San Francisco. Above, Alan K. Browne ;
(right), Vice-President in charge of the Bank's municipal bond .

department, presents a check for

$6,000,031 to John M. Peirce (left);

general manager of the San Francisco Bay :Area Rapid Transit
District and to Adrien J. Falk, President of the District. Bank of 3
America was successful bidder on the $6,000,600 of BARTD Bond .

anticipation notes. The notes wil
general .obligation bonds,
ized by voters.

Francisco, Alameda and Contra

1 be retired by the future sale of -

of which $792 million have been author- -
The system will provide the three counties of San
Costa with 75 miles of high speed

rail transit, including a 4-mile underwater tube beneath San Fran- :

cisco Bay.

‘tially lower in August. What hap-
pens in September and October
will depend on the state of busi-
ness then. )

Steel-Union: Accord’s
: Significance
The 1963 steel labor settlement
is an historic point in collective
bargaining, - Iron. Age magazine
said. :

The national metalworking
weekly said the agreement be-
tween the steel industry and the
United Steelworkers of America
has lasting significance in four
major areas.

First is the way the agreement
was reached. Through the joint
industry-union Human Relations
Committee, the agreement was
reached without crisis bargaining
and without the pressures of a
strike deadline.

Second, it marks a move on in-
dustry’s part to accept the prin-
ciple of responsibility for crea-
tion of jobs. This is considered by
the union as the most significant
result of the agreement.

*Third, the extended vacation
plan ‘(although not entirely new
in labor agreements) will now be
a factor in future labor negotia-
tions. Soime in labor circles* be-
lieve the extended vacation plan
will create more jobs than' a
shortened work week,

In any case, Iron Age said some
kind of “spread-the-work” de-
mand is likely to be included in
future union demands across in-
dustry.

Fourth, the-120-day notification
period before a steel strike can
be called goes a long way: to.
avoiding the -inventory buildup
and liquidation cycle that ‘has
characterized steel labor negotia-
tion years. This was a major de-
mand by the companies.

While actual cost' of the pack-
age is difficult to assess, Iron Age
said it probably came very close

labor cost increase. This
to industry estimates of
of productivity gains.

Iron Ageé' said the settlement
also strengthens free collective
bargaining between  industry and
labor. In negoetiations of the past
few years, failure of negotiators
to reach agreements without cost-
ly strikes and government inter-
vention has placed collective bar-
gaining on trial. The agreement
proves that collective bargaining
in a free atmosphere can succeed,
the magazine said.

to a 2%
-is close
the rate

June Auto Output Reaches
" All-Time High

First-half production of cars
and trucks in U. S. plants,will
reach 4,850,000 units, rising 13.8%
from January-June last year.and
*all but equaling 4,899,567 units’
made in-the industrys record pe-
riod of 1955, Ward’s Automotive
Reports said. : !

The statistical agency said -the
margin in 1963 production by. end
of . June. gver like 1962- will in-
clude nearly 500,000 passenger.cars

- and more than 100,000 trucks.

Output-.in Juné alone, Ward’s.
said, will reach an all-time high
for . the ‘month — close to 820,000
units. ’ )

Last week, the industry sched-
uled production of 169,746 passen-
ger cars and 30,076 trucks, com-
pared with 173,672 cars and 29,028
trucks made last week. In the
same week a year ago, car assem-
blies numbered 107,406 and trucks
25,349, but a major producer, Ford
Motor Co., was.near-idle because
‘of a strike. ¥ v

Of the 169,746 cars scheduled
GM - programmed 53.3%; Ford
26.7%; Chrysler 13.0%; American
Motors 6.0%, and Studebaker
Corp., 1.0%.

Rail Ton-Miles and Freight Car
Loadings Stay Above 1962 Level

Loading of revenue freight in
the week ended June 15, totaled

4
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616,261 cars, the Association of
American Railroads announced.
This was an increase of 10,177
cars or 1.7% above the preceding
week, -

The loadings represented an in-
crease of 25,960 cars or 4.4% above
the corresponding week in 1962,
a gain for the seventh week in a
row over 1962, and an increase
of 14,086 cars or 2.3% above the
corresponding week in 1961,

Ton - miles generated by car-
loadings in the week ended June
15, 1963, are estimated at approxi-
mately 13.1 billion, an increase
of 9.6% over the corresponding
week of 1962 and 11.8% over 1961.

There were 15,986 cars report-
ed loaded with one or more reve-
nue highway trailers or highway
containers (piggyback) in the
week ended June 8, 1963 (which
were included in that week’s
over-al] -total). This was an in-
crease of 1,584 cars or 11.0%:
above the corresponding week of

. 1962 and 3,377 cars or 26.8% above
the 1961 week.

: Cumulative piggyback loadings

for the first 23 weeks of 1963 to-
taled 341,914 cars for an increase
of 41,355 cars or 13.8% above the
corresponding period of 1962, and
91,950 cars or 36.8% above the
corresponding period in 1961,
There were 61 Class'I U. S. rail-
road systems originating this type
traffic in this year’s week com-
pared with 60 one year ago and

58 in the corresponding week in
1961. Gy

Truck Tonnage Falters Behind
' Year-Ago

Intercity truck tonnage in' the
week ended June 15 was slightly
below the volume in the corre-
sponding week of 1962, Reports
show tonnage being off only 0.3%
the American Trucking Associa-
tions announced, Truck tonnage
showed a marginal gain of 0.2%
over the volume for the previous
week of this year.

- These findings are based on the
weekly survey of 34 metropolitan
areas conducted by the ATA De-
pbartment of Research and Trans-
bort Econemics. The report re-
flects tonnage handled at more
than 400 truck terminals of com-
mon carriers of general freight
throughout the country,

Compared with the immediately "

breceding week, 14 metropolitan
* areas registered increased ton-
age, while 18 areas showed de-
- creases. Two terminal areas, De-
troit and San Francisco, reflected
no change from the earlier week.

Lumber Production Plunges

. 19.39% Below 1962 Week
. Lumber production in the
" United States in the week ended

/June 15 totaled' 198,886,000 board

feet compared to 246,503,000 in
the year-ago week according to
reports from regional ‘associations.

Compared with 1962 levels, out-
put fell 19.3%; new orders fell
7.2% and shipments fell by 15.7%.
) Following are the figures in
thousands of board feet for the
weeks indicated:

June15 June 8

1963 1963
Production ____ 198,886 231,466
Shipments 221,639 231,166
New orders .___ 243,943 241,355

Electric Output Advances '4.5%

Over Last Year’s Level

The amount of electric energy
distributed by the ' electric light
and power industry for the week
ended Saturday, June 22, was es-
timated at 17,369,000,000 kwh,, ac~
cording- to the Edison Electric
Institute. Output was. 470,000,000

June 16

acbhase

kwh. ' less. than the previous
week’s total of 17,839,000 kwh.,
and 741,000,000 kwh., above the
total output of the comparable
1962 week, or an increase over
the year ago week of 4.5%.

- Mild Downturn in Business
Failures

After holding even around the
300 mark for two weeks, business
failures took a moderate down-
turn t6 274 in the week ended
June 20 from 304 in the preced-
ing week, reported Dun & Brad-
street, Inc. Casualties remained
above the 1962 level of 265 for the
similar week, however, although
they did not equal the 1961 level
of 307 and fell some 12% short of
the pre-war toll of 310 in the cor-
responding week of 1939.

Failures involving liabilities of

'$100,000 or more slipped to 37

from 44 in both the prior week
and a year ago. In smaller-sized
casualties with losses under $100,-
000 there was a downswing to 237
from 260 but they stayed above
the 221 occurring in the compar-
able week last year,

Tolls dipped lower in retailing,
down ‘to 118 from 146, in manu-
facturing, off to 48 from 57, while
construction casualties inched to
33 from 37, Contrasting increases
prevailed ‘among wholesalers,
where the toll rose to 41 from 36,
and among service concerns, up
to 34 from 28. g

There was little change in Ca-
nadian failures which stood at 50
as against 51 in the preceding
week. However, they continued to
exceed the comparable level a
year ago when 37 were recorded.

Wholesale Commodity Price Index
Trails Prior Week,
Month and Year

In the fifth consecutive week-
to-week downslide, the wholesale
commodity price. level this Mon-
day reached 269.71, the lowest
since the first Monday in May, re-
ported  Dun & Bradstreet, In\c.
Downturns in wheat, tin, and
steel scrap caused most of the dip,
as they had  in the preceding
week, and rye prices also dropped.

On June 24, the Daily Whole-
sale Commodity Price Index
slipped to 269.71 from 270.20 in
the preceding week. The index
continued to trail by a substantial
margin its month-ago level of
274.44 and fell considerably below
last year’s level of 271.21. :

Wholesale 'Fbod Price Index
Reaches Record for 1963

Substantially higher quotations
at wholesale markets for hams,
eggs, and hogs lifted. the Whole-
sale Food Price Index, compiled
by Dun & Bradstreet, Inc., to
$5.93, theh ighest level since De-
cember . 12, 1962. Edging 0.9%
above the $5.88 registered a week
earlier, the index remained above
comparable 1962 levels for the
sixth straight week, this time by
a margin of 1.2% over the $5.86
chalked up on the earlier day last
year.

The Dun & Bradstreet, Inc.
Wholesale Food Price Index rep-
resents the sum' total of the price
per pound . of 31 raw foodstuffs.
and meat in general use. It is not
a cost-of-living index. - Its chief
function 1s to show the general
trend of food prices at the whole-
sale level.

Father’s Day and. Goecd Weather
Boost Retail Purchases

Consumer buying accelerated -
appreciably in the week ended

Wednesday, June 19, boosted by
a lively pace in Father’s Day
shopping as well as by favorable
weather. The over-all volume
chalked up by the nation’s re-
tailers bettered year-ago levels by
a strong margin. Weather effects
were two-fold; high temperatures
in the South and Mid-West helped
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| Three Brokerage Firms 'Consolidate

A brokerage house in New York City, one in Bridgeport, Conn.; |
and another in Providence, R. I, have united to form the New
York Stock Exchange firm of Carreau, Smith, McDowell, Dimond, |

Inc.

sales of air conditioners and re-

frigerators while cool tempera-
tures in the North East and on the
West Coast apparently encouraged
apparel buying more than beach
going. Consumers stepped up their
purchases of - children’s clothing
and women’s sportswear remained
strong. Of course, men’s furnish-
ings moved briskly, and electric
smallwares alsé = flourished ' as
shoppers turned full attention to
gifts for Dad. Otherwise, there
was little spark in the week’s
home goods activity. New car and
building materials volume held to
a solid, steady clip.’

The total dollar volume of re-
tail trade in the week ended in
the Wednesday-ending statement
week ranged from 6 to 10% high-
er than last year, according to
estimates collected by  Dun &
Bradstreet, Inc. Regional estimateg
varied from comparable 1962 lev-
els by the following percentages:
New . England —6 to —2; East
South Central and Pacific -3 to
+7; West South Central +4 to -8
Mountain +5 to 49; Middle At-
lantic 7 to 4-11; East North Cen-
tral 48 to -12; West North
Central and South Atlantic 49
to +13. -

Nationwide Department Stores
Sales Leap 139 Above Last
Year’s Level

Department store sales on a
country-wide basis as taken from
the Federal Reserve Board’s in-
dex were up 13% (adjusted) for
the June 15-ending week com-
pared with the like period in 1962,
This impressive gain marked the
fourth weekly rise in a row.

In the four-week period ended
June 15, 1963, sales gained 6%
over last year’s level for the
comparable period for the coun-
try’s 12 leading department store
districts.

According to the Federal Re-
serve System, department store
sales in New York City for the
week ended June 15, gained 15%
over the comparable year - ago
week’s figure,

New. York City’s department
store sales were up 8%, however,
for the four week-period ending
June 15. A flash figure for New
York City’s'sales for, the June 22-
ending week. revealed a plus.6%

increase notwithstanding the: sales .
tax increase from 3% to 4% ef-- .

fective June 1. The four - week
N." Y. C. flash figure. was 4%
over a year ago. :

So far this year (Jan.”'1 to
June 15), the 12 department store
districts’ retail dollar volume in-
creased 4% (adjusted) over that
rung up for corresponding period
a year ago.

A broader set of .data encom-
pasing total retail sales, compiled
by the Bureau of the Census, U, S.
Department of Commerce put
total sales 6% more than a year
ago but 7 percentage points below
that for department stores in the
latest statement week ending
June 15. The year-to-year .con-
trast for the four-week period
ending June 15 showed a gain of
5%—or one percentage point less
than department store  sales - for
the same period. 3

Andrew R. Smith

o ‘Reginald Dimond

David B. Smith

&
Gordon Y. Billard

J. Irving McDowell

The investment businesses which consolidated to form the new !

firm were: Carreau & Company, 115 Broadway, New York City; ‘!
Smith, Ramsay & Co., Inc:, 207 State Street, Bridgeport and 14

1

Elizabeth Street, Derby, Conn,; and McDowell, Dimond & Com-
pany, Hospital Trust Building, Providence. Offices will be main-
tained in each of the cities where the merged firms have operated

in the past.

Andrew R. Smith is Chairman of the Board; David B. Smith,

President-Treasurer; Gordon Y.

Billard, Joseph S. Carreau, F. ;

Reginald Dimond and J. Irving McDowell, Senior Vice-Presidents; |
Lawrence F. Hine, Secretary; and Everett C. Benton, Allen U.
Catlow, Benjamin M. Falk, Charles L. Hassell, Alan Ernest Kele,
Joseph B. Miller, John G. Nesbett, Stuart.T. Parson, John H. !

_ Wheeler, Vice-Presidents.

0

THE SECURITY I LIKE BEST...

Continued from page 2

of common stock outstanding of
which Book-of-the-Month Club
owned 23% and Harper, Litile
Brown and Random House cach
owning about 9.5%. About 37% or
444,000 shares of the total coni-
mon stock outsatnding is in the
hands of the public and a sub-
stantial part of this is held by ih-
vestment trusts and pension
funds. For example, One Wil-
liam Street Fund owns 35,000

shares according ‘to their last-

published quar_'terly report.

Earnings per . share in 1958
amounted to $.42 per share and
last . year’s earnings were in the
amount of $1.02. while the num-=
ber of shares outstanding has in-
creased from. 983,319 to 1,188,878.
Due to a strike against.one of
Grosset’s ‘major suppliers,. which
seriously disrupted shipping
schedules, profits for the first 6
months of this year will prob-
ably be somewhat less than they
were the first 6 months of last
year. However, full 1963 earnings
are expected to compare favor-
ably with 1962 in full year earn-
ings. ‘

Dividend payout is small. Cur-
rent dividend amounts to only
$.05 per ‘share quarterly. This
small payout is typical of the in-
dustry with the bulk of earnings
being re-invested in the business.

Grosset & Dunlap common is-

traded in the Over-the-Counter
Market and is currently being
offered around 121%. The stock
was first offered to the public in

May 1961 ‘at' $29 per share and’

b

within a short time, it was selling
at 36. The break in the market
in 1962 brought the stock down -
as low. as $9. Now selling at about
12 times last year’s earnings, the -
stock in my opinion is under-
valued in today’s market. This
opinion ‘is partially based on the
following paragraph taken from
the President’s report to stock-
holders for the year 1962:

“Against the background of in-
creasing population, rising educa=-
tional levels and the burgeoning
public interest in every subject

‘under  the sun, your company’s

policy ‘of publishing  good books
at attractive: prices, utilizing
where possible mass distribution

‘'techniques, remains the key to

our continued growth in sales and
profits.. Your management and
staff look - forward with confi-.}
dence to developing this poten-

tial in the years ahead.” i

Francis I. duPont
Opens London Branch

Expanding its international oper-
ations, Francis I. duPont & Co.,
members of the New York Stock
Exchange, has opened an office

.in London, England, in Gresham

House, 24 Old Broad Street, with

J. Glencross Gallagher, as man-

ager. This is the firm’s fifth

foreign office.

- Mr. Gallagher was for six years
with White, Weld & Co., in New

York prior to joining that firm’s

London office in '1957 and be=

coming-its manager in 1960. J
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Why Tnvestment Indilstry
~ Favors SEC’s Proposals

i Continu.ed from page 3

speaking, T believe, in a nonpar-
tisan vein before the Economic
Club of New York last December
said “But the most direct and sig-
nificant kind of federal action
aiding economic growth is to make
possible an  increase in private
consumption and investment de-
mand . .. to cut the fetters which
hold | back private spending. . . .
There will be new interest in tak-
ing risks, in' increasing produc-
tivity, in creating new jobs and
new products for long-term eco-
nomic growth. Other national
problems, moreover, will be aided
by full employment.”

This relationship: of both em-

ployment and our high standard

of living to the steady flow of
capital funds into new enterprise
and new projects is one of the
most envied economic aspects of
our country. I have had occasion
to talk to some of the men brought
in by The Economic Development
Institute of the World Bank. The
great envy of these men, govern-

*mental and financial leaders in

their own countries, trying to raise

‘living standards and to emulate

the economic success of the United
States, is the mechanism by which
capital flows intc new enterprise
in this country. I think it is im-
portant that this perspective on
our ‘industry be :established in
considering the passage of this
legislation. :

Strongly Backs SEC Legislation

The second point, which I would
like to put in perspective, briefly,
relates to the reasons why my in-
dustry is supporting so strongly
the passage of this legislation, Our
business  has been' subjected to
two years of ‘intensive study by
intelligent and able men who will

" deliver to us, and in general to

the public, several thousand pages
of critical comment. I think it is

important to the future. health of H

our economy to have understand-
ing that this critical comment is
not aimed at the entire industry
but at that part of the industry
Wwhere mistakes have been made.
As an industry, we are deeply con-
cerned that practices have devel-
oped which can be justifiably
criticized. We believe the public
interest requires that strong action
should be taken to correct such
bractices. This is the prime rea-
son why we appear before you in
support of this legislation,

- We also think it ig important to
realize that the great majority of
security  firms all across this
country have —acted under  the

- highest standards of conduct and

it is; in fact, our own high stand-
ards which we and the SEC wish
to spread more widely througheut
the industry. Commissioner Cary
himself said in his lefter of trans-
mittal to you “The Report should
not impair public confidence in
the securities markets but should
strengthen it as suggestions for
raising standards are put into
Practice” and later “the Study
confirms the strength of  those
laws and the heightened sense of
?bligation of the financial com-

. munity”; and to quote the letter

of transmittal of Milton Cohen
“Many of the substantive recom-
mendations in the Report can in-
deed be regarded as attempts. to
raise the entire securities industry
to the best standards which the
industry itself proclaims and to

the highest levels of attainment-
which some of its participants
have in some sectors achieved.”

The greatest asset which our in-
dustry has is public confidence.-
One of the reasons why the Fed-
eral Securities Acts have come to
be accepted by the industry down
through the years is that they’
have so greatly strengthened the
foundation for public confidence.
We - are . deeply concerned that
some of the excesses which have
developed should undermine pub-
lic confidence; there: have been
excesses and mistakes have been
made. We feel that the passage of
this proposed legislation not only
will protect the public, but also
that it is important to the effec-
tive performance of the economic
function of our industry. Many of
the points in this Bill are points
which have been strongly urged
by leaders of our industry back
through many years. In general,
we feel that the provisions of the
Bill are sound, that they will, in
fact, permit a raising of the stand-
ards: of our business and, there-
fore, we are here to support this

‘proposed legislation,

A True Consensus Was Obtained
" In any organization composed
of a great many separate and in-
dependent members, it is difficult
to produce a true consensus and
vet I believe we bring you such a
consensus. . I would like to ex-
plain how it was brought about.
On April 24th, we asked for and
were granted permission by the

Securities and Exchange Commis-
sion to distribute complete copies

of the preliminary draft of the
proposed - legislation. We' sent
copies to our Board of Governors,
composed of 52 men in all parts
of the country; to the Security In-
dustry Senior Advisory Commit-
tee, a group of industry leaders;
under the chairmanship of Charles
arding; to the Federal Securities
Acts Committee of the IBA, a
standing  committee of carefully
chosen men, 21' in number under
the chairmanship of Albert Pratt;
and. to our 17 regional group
chairmen, each of whom heads
group activities in the 17 sections
of the country. Thus, a -total of
over 100 leaders in the industry
were .informed of and. asked to
study the early draft of this legis-
lation. :

- We also organized what is now
known in ‘the ‘industry 'as our
Greenbrier Conference to focus on

-the problems of thig particular

legislation. Our TBA Office here
in- Washington distributed copies
of .the 100-page summary of the
Special Study Report to every
principal office of IBA members
and we also gave copies to the 350
members of the IBA who met in
conference at the Greenbrier for
a three-day period. Each part of
the Report was assigned to sep-
arate panels of leaders in the in-
dustry and all sessions were. de-
voted to its study. It was our
objective at these open sessions of
our Board of Governors to present

- a thorough analysis of -the issues

raised by both the legislation and
the Special Report. After three
days of such meetings, we held a
joint ‘meeting of our Board of
Governors and our Federal Secu-~
rities' Acts Committee. We. dis-
cussed and voted on each issue
that had been raised and arrived
at a unanimous’ opinion of our
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Board. This unanimous ‘opinion
which I believe carried with it not
only the prestige of the Invest-
ment Bankers Association but the
power ‘that comes' from " ihe
thoughtful and intelligent minds
that had worked on it, was carried
to the Securities. and . Exchange
Commission in the form of specific
critical comment on the proposed
legislation. 3 E
“We and other industrv groups
worked extensively with the Com-
mission ‘and, as I have already
said, our opinions were carefully

“listened toand studied by both

the Commission and .the 'staff.
When the Bill itself was published

‘on June 4th, we sent copies, to-

gether with an' outline of the
stand we proposed to take, to the
same group of leaders, our Gov-
ernors, our Senior Advisory Com-
mittee, our Federal Securities Acts
Committee and our Group Chair-
men. In addition, we sent a copy

of S. 1642 to each one’ of the

members of the IBA stating: that
we expected to favor this Bill and
asked for comment. Again, we
treated this as a crash program.
Although the time has been short,
we have been thorough, and a
substantial degree of indoctrina-

tion on the issues has been ac-

complished. I think it is a matter

of importance that I come to vou

after such work has been ‘done
with no serious dissent from my

organization and with the backing

of the leaders of my industry in
all sections of the country.

Let me now proceed to state
very briefly the position of the
Investment . Bankers Association
concerning ' each section of the
Bill. :

Proposed “Freal"-Fulbright”
Amendments to the 1934 Act

First, as to the so-called Frear-
Fulbright Amendments to the 1934
Act. we give our strong support
to this legislation. Full reporting
of financial facts and the use of
audited statements and. informa-
tive periodic reports is essential
to the proper functioning of the
free cavital markets in this coun-
try. The IBA has always worked
to develop procedures that will
spread information on ' securities
more widely. It is wrong that
present regulations require  such
reporting for companies whose
stocks trade on stock exchanges
but do not require it for compa-~
nies whose stocks trade in the un-
listed markets. We should put an’
end to this anomaly. A
. We believe the ‘evidence de-
veloped in Chapter IX of The
Special Study Report is compel-
ling on. this point. The number of
stocks  ‘trading in the unlisted
market and the volume of such
trading has greatly increased over
the last two or three decades. The
shareholders of unlisted compa-
nies'in which' there is a broad in-
vestor interest are entitled to the
same information on their com-
panies and the same protection
concerning proxyv solicitation and
short-swing trading by insiders as
are the shareholders of listed
companies. There is a steadily in-
creasing need for this legislation
and it is time we recognized it.
We believe the Bill now pro-
posed. by the Securities and Ex-
change Commission is a better
Bill than either the Frear Bill of
‘1949 or the Fulbright Bill of 1955.
Its provisions go far to minimize
the difficulties associated with the
previous proposals. For example,
it recognizes the important need
for- ‘sponsorship of corporations

by investment banking firms, par-,

ticularly small corporations and

. provisions

n enterprises, by exempting
marke aking transactions from

16(c) of the Wct, thus_ pro-
tecting one of the“creative func-

tions of -the investment banking-

industry,

Would Extend Coverage

Our principal concern has been
with the breadth of the Bill's
coverage. We will accept the in-
itial standard of 750 stockholders
and $1,000,000 of total assets as a
compromise but believe the Bill
could be improved by a simple
modification that would make if
meet more fully the public inter-
est in full disclosure and at the
same time reduce the administra-
tive and budgetary burden on the
Commission. I am bound by the
strong conviction of thoughtful
men in the industry to urge on
you such'a modification.

The disclosure requirements of
the Act are, in our judgment far
and away the most important pro-
visions, and we believe that a
larger group of companies, even
companies with as few as 300
stockholders, should be made sub-

ject to limited disclosure require- .

ments. If this were done, we be-
lieve that reports of companies
with less than 1,000 stockholders
should be furnished to the stock-
holders but should not be required
to be filed with: the SEC. The
law should contain provisions for
the enforcement of such require-
ments by civil or criminal penal-
ties or by injunction.

Such a provision would consti-
tute an important budgetary and
administrative simplification and
would greatly increase the amount
of information 'available to th-=
public. We believe that the bur-
den to be imposed on the Com-
mission should be realistically
assessed and the coverage of the
Bill reduced unless adequate pro-
vision is made by Congress in the
budget to' enable "the SEC to
employ the additional skilled per-
sonnel that will be heeded to
handle the greatly increased vo'-
ume of work which the Bill will
certainly cause.

Therefare, without modifying
our support of this Bill, we sug-
gest that consideration be given to
requiring all companies having
300 or more stockholders to report
certain specified = information to
their - stockholders, at least an-
nually, without requiring  that
these repofts be filed with the
SEC. The content and frequency
of such reports should be pre-
scribed by SEC rules, but the re-
ports should include audited bal-
ance sheets and statements of
earnings and surplus, all prepared
in accordance with generally ac-
cepted accounting prindiples. The
requirenient of filing reports with
the SEC and the provisions of
Sections 14 and 16 should applvy
only to companies with 1,000
stockholders or more and at least
$1,000,000 of assets.

Preposed Amendments to Sections
15 and 15-A of the 1934 Aect

We support the Amendments to
Sections 15 and 15A of the 1934
Act without qualification. TFor
many years leaders in this indus-
try have been urging that the
standards of experience, training
and other qualifications' of both
individuals and firms engaging in
the securities business'should be
more strictly regulated. Standards
are set for lawyers, accountants,
teachers, actuaries; doctors, and
other professional groups. Internal
standards have. been established
by most of the responsible securi-

ties firms in this business, but this

‘enabling legislation is necessary

o

Sections 16(b) and-

to permit our self-regulatory body
—the NASD—to set higher stand-
ards for the industry generally in
areas to which its powers do not
now extend, ' o N8 A
We believe that the public iq-
terest demands the protection that
will come from the setting of fair
and reasonable standards of train-
ing and conduct. We know that
our industry will accept the addi-
tional risks, burdens, and expense

~that will be involved,

We have studied carefully “the
provisions for more industry self-
regulation as set forth in this Bill.
We agree with the SEC in their
belief that this legislation . is
needed to combat abuses reported
in the Special Study, and to im-
prove the disciplinary effective-
ness of both the SEC and the
NASD. ‘

Proposed Amendmeni to Section
4(1) of the 1933 Act ¢
Finally, we endorse this third
section ‘of the Bill,’ amending the
1933 Act. The practical applica-
tion of the 1933 Act has been made
difficult in that no distinction is
made in that Act between differ-
ent types of issues. Obviously, the
most  important. function of  the
prospectus is to give the investor
full information about new issues
of securities, particularly the first
time a company sells securities t6 . .
the public. — so-called “first is=
sues.” . In contrast, little is ac=
complished by the mandatory use
of the prospectus for any substan=
tial period following the distriz

Jbution of senior securities of major

companies and where similar . se-
curities are already outstanding
and fully reported. Such use of
the prospectus’ in  the case of
seasoned securities of quality is
burdensome, often confusing and
not needed for investor protection,

The provision of this Amend-
ment extending the period for the
use of the prospectus in the case
of “first issues” and. empowering
the SEC to shorten the prospectus
delivery period for any .issue,
when ' appropriate, is' logical in
substance, and practical in appli-
cation. We endorse the amend-
ments . without qualification and
will urge the SEC to shorten the
period during which the pro-
spectus must be used in appropri-
ate cases as a solution to an im-
portant administrative problem of
our industry. ;

Conc'uzion :
So, to conclude, we strongly en-

dorse legislation—Senate Bill 1642,
Our industry performs an im-
portant function in our economy; -
It is one of the cogs that ‘con-
tribute to high standards of living
and the full employment of our
pet)'i)le. But it can only perform
that function effectively if it hds
public confidence,. Public confis
dence can only be justified if we-
set proper. industry-wide stand-
ards. We agree with the SEC that
this legislation is necessary to ac-

“complish thi§ end. The public

interest requires it, '

*Statement by Mr. Ames before the
Sub-Committee cn Securities of the Com-<
mittee on Banking and Currency of the
U. S. Senate, Washington, D. C., June
19, 1963. -

Lams‘on Bros. to
Admit Partner

CHICAGO, Ill.—Laglson Bros. &
Co., 141 West Jackson. Boulevard,
members of the New York and
Midwest Stock Exchanges, - will
admit Bernard G. Ziv, Jr.,, to-
partnership on July 1.
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history — the progress made by
the Federal Reserve System in its
development and use of monetary
- instruments. over -a period of 50°
years—under cha'ngmg‘ conditions.

“Half Century of Progress
. When the Federal Reserve. Act

was passed about 50 years ago, the -

System had the use of one instru-
ment in the monetary field,
namely, discounts and discount
rates. Member banks re-dis-
counted their short-term paper at
their Federal Reserve Banks and
- the discount rate was increased or :
decreased in accordance with the
needs of the economy and the
ability of the banking system to
supply credit to meet those needs.
Over the years, advances took the
place of rediscounts. as mdlcatedc
below:
Rediscounts
$1,218,000.
6,971,000
( 156,000  $1,484,000
1963 (Apr.) 137,000 122,313,000
Discount rate changes reflected
monetary policy changes through
the years from a low of 1% in the
late thirties and in 1946 to a high
of 6% and 7% in 1920 and, more
recently, to 4% in September, 1959.
And since September, 1960, it has
been 3%.

Advances
None
None

" Development of Open Market
Operaiisns

In the beginning, open market
operations were engaged in by
~each of the 12 Federal Reserve
Banks in accordance with the Act
(based ' on experience abroad)
which permitted the Federal Re-
serve Banks to buy or sell cable
transfers, bankers acceptances,
bills of exchange of the kind and
.of the maturity eligible for redis-
count at the Federal Reserve Bank.
Also, each Federal Reserve Bank
could buy or sell municipal war-
rants not to exceed a maturity of
six months. Government securi-
ties could also be bought of sold.
At the time of the passage of the
Federal Reserve Act in 1913, each
Federal Reserve Bank ' operated
on its own 1n1t1at1ve—somet1mes
for. earnings purposes and some-
times to meet local conditions. But
no overall System monetary pol-
icy was pursued in Open Market
Operations. Sometimes, in fact,

one Federal Reserve Bank was "

buying while another was selling.
Bankers acceptances were bought
and sold for the “purpose of de-
veloping a . bankers acceptance
market in the United States. Expa-
rience taught that all these opera-
tions had an effect on the reserve
positions of the banks of the coun-
try. and on their discounts and
advances. When the System
bought in the open market it pro-
vided reserves to the banks and
discounts and advances were: re-
duced, and when the System sdld
in the open market it withdrew
reserves and member bank  dis-
counts and advances were in-
creased. :

© In 1922, a centralized committee
of five Federal -Reserve Banks
began to formulate monetary pol-
icy in open market purchases or
saléjskof Government securities and
this¥continued until April, 1923
But the 12 Federal Reserve Banks'
had an option to participate or not
in the buying or selling of Gov-'
ernment securities in the open
+ market. On March 22, 1923, a
resolutlon of the Federal Reserve

Board created an Open Market
Investment Committee for the
System, which consisted of five
representatives of the 12 Federal
Reserve Banks. Policy and opera-
tions . in. the open. market had to
have the approval of the Federal
Reserve Board. -The  individual
Federal Reserve Banks still had
a choice to engage or not to en-
gage in these operations'in accord-
ance ‘with - the policy formulated
by the Open Market Investment
Committee and approved, by the
Federal Reserve Board. This com-
mittee was organized on April 7.
1923 and continued untll March
21, 1930.

More. experience was gained.
And so, as a result of another con-
ference of the 12 Federal Reserve
Bank representatives with the
Federal Reserve Board, in Wash-
ington in 1930, a System Commit-
tee was created consisting of the
12 Federal Reserve Bank repre-
sentatives and was called the Open
Market ‘Policy Conference. Each
Federal Reserve Bank could still
refuse to participate but had to
notify the Chairman of the Open
Market Policy Conference and the
Federal Reserve Board within 30
days. 'This status continued until
the . passage of the Banking  Act

.of 1933, under which all 12 Fed-

eral Reserve Banks constituted
the Federal Onen Market Commit-

tee operating under regulations.

adopted by the Federal Reserve
Board.. An Executive Committee :
of five was elected by the full
Committee and the New York
Federal Reserve Bank acted as
agent in the operations. ;

Finally the Banking Act of 1935
created. a Federal Open Market
Committee consisting of the seven
members. of the Board of Gover-
nors and five Presidents of the 12
Federal Reserve Banks, on a rota-
tion basis. Shortly after that, Con-
gress provided that {he President
of the New York Federal Reserve
Bank should be a continuing
member of the Committee, but the
other Presidents should centinue
to rotatée—so that all Presidents
would serve in rotation on the
Committee. From this point, all
Federal Reserve Banks have par-
ticipated in the Open Market Ac-
count. This you know,

1961 Change from Bills Preferably

In the days when the public
debt was rising rapidly, during
the depression, the Open Market
Committee operated not only to
influence reserves but also to in-

fluence an orderly Government

security ‘market. During World
War II, the System supported the
Government security market. This
supplied the banks with large ex-
cess reserves. Required rescrves
were increased as an offset. Sup-
port of Government securities con-
tinued even after the War and was
finally discontinued early in 1951,
Later, for a period of time, the
operations were conducted prefer-
ably in the short-term area of the
Government security market—the
closest to cash. Since early in
1961, they have ‘been conducted
in all maturities of Government
securities.

Through the years, by experi- .

ence, the Open Market operations
became a flexible, effective in-
strument of monetary policy af-
fecting the reserve position of the
member banks and discounts and
advances-as well as discount rates
(which Yhow must be reviewed

AR
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every 14 days or oftener) became
a supplement to Open Market
policy. These two instruments in
effect became one instrument af-
fecting money and credit in ac-
cordance with the needs of the
economy for the purpose of attain-
ing and maintaining economic
growth and a stable dollar insofar
as rhonetary policy alone can make
a contribution to that end.

On April 24, 1963, the System
had in its open market account
Government securities of $30.5
billion and bankers acceptances of
more than $2.5 billion.

Meetings of the full committee
take place now every three weeks,
or oftener; and our-whole economy
in all its areas and aspects, both
here and abroad, is reviewed and
discussed, ‘not only by the staff,
but also by each participating
President and Board member,
(and all the Presidents of the 12
Federal Reserve Banks attend, al-
though only five vote) and each
presents his views and opinions.
The discussion finally leads to a
concensus on the economic situa-
tion and its outlook and on the

monetary ' policy to be pursued

through Open Market operations.
But possible tses of any other
instruments - of monetary policy
can be and sometimes' are also
discussed. Naturally, since each
participant has a different back-
ground and since the exchange of
views is frank and free, unanimity
of opinion as to “what” and “how
much” should be done in the mon-
etary field for the economic good
~Lis not always po:mble, especially

when our economic conditions and -

conditions in our market and in
the interhational money market
‘are to say the least—not clear. At

such time, a vote is taken and.

recorded. Or another meeting is
called  soon—and - sometimes- the
meeting takes place by telephone.

Coping With the Precise Factors

One of the natural weaknesses
of communications is that in mak-
ing the record in- the-.minutes,

words and terms can’t be found .

(no matter how hard we look for
them) to express degrees of
“what” and “how much.” This is
especially true during the formu-
lation and later in the recording
of monetary policy. Later, the
Manager of the Open Market Ac-
count in the New York Federal
Reserve Bank, in order to operate
in accordance with the policy
adopted by the Committee (while
he was present), must take into

‘account a market that has ways.

all its own, and.that is influenced
from day to day and sometimes
from hour to hour by various
market forces — that come from
short terni and long term demands
and - supplies
expectations and . anticipations,
There -is not nor can there be a
precise formula or figure to fol-
low—at best there is that which
is called “feel” — an informed
“feel” of the market—‘“tone”" of
the market, which comes from
knowledge gained and experience
attained and from constant con-
tact with the market. In addition
to the factors I already men-
tioned, other factors must be
ccensidered by the Committee and
by the Manager, and given due
weight—such as Treasury financ-
ing—actual or imminent—as well
as any factors (public or private)
that are likely to affect the mar-

kets—money, capital and govern- .

ment security markets.

In addition, of course, statlstlcs
both economic and financial are
usually estimates -or projections,
because:no way has yet been de-
v1sed to rollect exact figures

~

and = often from '

“then and there.” Later figures
may show the estimates or pro-
jections incorrect. This is not only
true of economic indicators but
also, reserve positions of banks,
since - part of the required re-
serves of member banks is now
in vault cash of member banks, a
figure not readily available, and
the estimated float (checks cred-
ited to but not collected from
banks) may be projected upward
or downward but what later

actually takes place may prove.

the projections incorrect. Also
correspondent bank balances —
which are estimated—may actu-
ally go in reverse. Treasury bal-
ances in the banking system and
in the Federal Reserve 'Banks
may have to be estimated, even
though generally speaking, advice
on this is usually obtamed in suf-
ficient time.

Over the years, on the whole,
in spite of all these deficiencies,
bhuman and- otherwise, the System,
through its experience, “feel” and
economic information and intelli-
gence has formulated and applied
monetary policy in the interest
of the economic good and it is
good to know that the flexible
Open Market operations:ate re-
versable in some amount and to
some degree—as more and better
information is received. Also, and
this is important, the Manager of
the Open Market’ Account is in
daily and continuous contact with

the market and is in a better posi-.

tion than anyone else; to know
the expectations, anticipations anq
rumors  that affect the market,
Before he hegins to operate each
day, he and his assistants are in
touch with the Treasury to learn
what it plans.to do with its de-
posits held in the commercial
banks and its: payments from its
deposits held at the Federal Re-
serve Banks — and anything else

that it may be planning to do or:

to say that day that may affect
the market. Also, early each day,
the Manager of the Open Market
Account and his assistants are in
touch with the Board in Washing-
ton and its staff—as well as with
another Federal ‘Reserve Bank
President and his staff (the Fed-
eral Reserve Banks contacted
rotate)—and estimated figures on
the market—reserves, ete. are ex-
changed and checked., Other con-
tinuing contacts are made with
the market by the Manager in
such fashion, however; as not to
disturb the market by creating
expectations and anticipations.

Entry Into Foreign Exchange

During the last year or two, the
Open Market Committee has also
been operating in Foreign Ex-

.change — buying and selling for-

eign exchange to the end that
the U. S. dollar will not fluctuate
too widely in its relation to other
currencies, This is done through
“swaps” of currencies. These op-
erations supplement the Treasury
Foreign Exchange Operations
which began earlier through the
use of its stabilization fund which
is limited in amount. These op-
erations of the System and the
Treasury are conducted by the
Special Manager of the System
Open Market Account at the New
York Federal Reserve Bank. In
my opinion, these operations have
been most helpful in creating con<
fidence in the U. S. dollar in
foreign exchange markets and are
conducive to the eliminaton of
~ fears and disturbances, while con-
tinuing efforts are being made to
reduce the deficit in our balance
of payments and to reduce the
possible gold outflow. These

< !\‘y?f
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“swap” operations have been
made with ten countries and the
B.IS. beginning in March, 1962—
a total of $1,550 million.' Some of
the more significant “swaps” are
as follows:

United Kingdom $500,000,000 -

Canada 250,000,000

West Germany__ 150,000,000

150,000,000 |

These so-called “swaps” are, of
course, made with the Central
Bank of the country involved,

By the end of April, 1963, about:
$551 million nonmarketable U, S.
Treasury Bonds and Notes were
issued to official institutions of
foreign countries, payable in for-
eign currencies, and about 3183
‘million payable in dollars. On
May 21 of this year, the Treasury:
announced ' that it issued about
$30 million to Belgium payable in
Belgian francs and about $23 mil-
lion to Switzerland, payable im
Swiss franes. It went further to
state that the total of its foreigm
currency securities issued is $630
million of which about $605 mil
lion is in securities ' that have a
maturity of 15 to 24 months, The
balance of $25 million apparently
is in certificates with a shorter
matunty

In addition to the usual draw-
ings of member countries of the
International Monetary Fund, in
October, 1962, a further step was
taken to bolster the ability of the
payments system to withstand
sudden shocks. Ten sponsoring:
countries  formally established a .
special fund expected to provide
up to $6 billion to supplement the
resources
Monetary . Fund, - should this be
required to defend against large=
scale shifts of funds that threater
to impair the functioning of the ;
payments system.

 Supporting High Shori-Term -
Yields ¥
In this connection the Open

Market - Committee since early
1961 has so operated in the gov-
ernment security market in sup-
plying reserves -to the. banking
system as not to reduce the short
term interest rate to a point at
which short term money is likely
to leave the country for 'a higher
return elsewhere. The short term
rate is now at or a little above the -
discount rate. (as of this writing:
—June 5). True too, is the fact
that the Treasury in its marage-
ment of the public debt, has beem
issuing short .term securities to
the end that the supply of short
term issues is increased in rela-.
tion to the increasing demand for
short term securities~=which de-
mand- would otherwise force up
the price and force down the short
term interest rate, The coopera-
tion of the Fed and the Treasury
in this field alone has been ‘ex-

‘emplary All this, in addition' to

the needs of money and credit in
the economy to stimulate growth
—must be taken into account by
the monetary authority. :

‘Fed Is Still Independent

I think it is proper for me to
note at. this point that while, in
my observation, Treasury-Federak
Reserve cooperation has beéen ex-
cellent, especially as a result of
the balance of payments deficit
and the resultant outflow of gold;
and their mutual concern for a
sound dollary it has not been, or at
least so it appears to me, at the .
loss of the System’s independence
—which is so vital to the confi<
dence that the public ‘must have
in the System’s formulation and
execution of its monetary policy.

Continued on page 22
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Continued from page 21
Since fiscal policy, government
expenditures and taxes, and gov-

. ernment borrowing, have an ef-

‘fect on our economy, the System
must adjust the use of its mone-
tary policy instruments accord-
ingly so that together they will
move toward economic expansion
tending toward economic growth
and a sound dollar and not an
economic expansion which leads
to inflation and a depreciating
and unsouild dollar at home and
‘abroad. As we all are' aware in-
flation would not only reduce our
export surplus but periaps create
an import surplus — because of
higher prices on our export goods
—and our deficit in our balance
of payments and outflow of our
gold would be increased. Coop-
eration is of the essence.

Reserve Requirement Weapon‘

There is still another instru-
ment of monetary policy the Sys-
tem can use and has used —
namely, reserve requirements. As
provided in the Banking Act of
1935 and as changed in 1959 by
Congress, the System can increase
or decrease reserve requirements
on demand deposits for Reserve
City member banks from 10% to
22% and for other member banks
from 7% to 14%. At present the
reserve requirement on demand
deposits for Reserve City member
banks is 16%% and for other
member banks — 12%. For both
classes of member banks—the re-
serve requirements on time and

* savings ¢an be from 3% minimum

to 6% maximum. At present, the
effective reserve requirement on
time and savings deposits is 4%.
As I said before, Congress has in
1959 allowed vault cash of mem-
ber banks to be counted as part
of the required reserve. In the
beginning, after the passage of
this authority in 1935, the System

used this instrument to absorb the.

large excess reserves in member
banks. due principally to the in-
flow of gold.

At one time, because of the
very . large ~excess reserves. in
member' banks, caused by con-
tinued gold inflow from abroad,
Congress gave the System tempo-
rary supplemental authority 'to
increase reserve requirements
which has since lapsed. From time

to time in its history, the System:
. increased and decreased reserve

requirements. More recently how-
ever, since this instrument affects
all member banks, regardless of
their reserve position, it has been
used infrequently especially to
increase required reserves, In my
opinion this instrument is neces-
sary not only to use, but espe-
cially as a stand-by. Recent
changes in required reserves have
lowered the requirement on time

.-and savings deposits from 5% to

4% (in October, 1962). Before
that, in 1960, demand deposits
reserve requirements were low-
ered from 17% to 16% % for Re-
serve City- Banks and, in accord-
ance with the law of 1959, Central
Reserve City banks became Re-
serve City banks. Also, in Novem-
beér, 1960, “Country” banks’
reserve requirement.on demand
deposits were increased from 11%
to 12%.

Watching Free _‘Resérve's )
As I said before, more reliance

_fis now placed on Open’ Market

operations and discounts and ad-
vances and the banks’ “free re-
serve” position —which is the
difference between the excess re-
serves and the discounts and ad-
vances. of member banks at their
Federal Reserve Banks—is taken,
in general, as a rough indicator
of monetary. policy. I repeat—this
is only a rough estimate by the
public of the monetary policy of
the System. I am sure many have
been following. the changes in the
banks’ - “free reserve position.”,
For example, during part of 1961,
and 1962, net ‘“‘free” reserveswere
about $500 million and the;;‘gout
$400 million and toward the end
of 1962 and early 1963 to about
$300 million. Recently, on May 1
for example, the daily average
“free” reserves were $313 million,
May 8, $252 million, May 15, $260
million, May 22, $172 million, May
29, $212 million, and on June 5,
$162 million.. Most of these figures
have been revised. The most-re-
cent figure is still subject to revi-
sion. Also, during that period the
rate on Fed funds (borrowing of
excess reserves by one bank from
another) was near to or at the
discount rate of 3%—with some
exceptions on occasion. Was this
or is this a period of transition
from ease to less ease in monetary
policy? Or did forces of the money
market produce this effect—or did
the increased demand for credit—
in a rising economy—bring about
the change in figures by absorb-
ing some of the reserves Or is it
some of each? In my opinion, it
is a transition which is subject
to change, up or, down, depending
on further developments,

Qualitative Controls

The Federal Reserve System
also had two selective instruments
‘of credit policy—one to regulate
instalment consumer credit and
one to regulate stock market
credit. Instalment consumer credit
regulation has lapsed. The author-
ity was temporary. But stock mar-

-ket credit regulation is not based

on temporary authority. It began
in the early thirties and still con-
tinues: It is called “margin re-
quirements,” ‘In January, 1946,
margin requirements were 100%
(all cash—no credit). The latest
changes in margin requirements
have been in July, 1960; when they
were lowered from 90% . (10%
credit) to 70% (30% credit) and
in July, 1962, when they were
lowered to 50%. As of this writ-

‘ing (June 5),.-margin require-

ments are still at 50%, . which
means 50% cash and 50% -credit.
Selective instruments of credit
regulation can at best be used as
supplements to the monetary. pol-
icy instruments, And are resorted
to when general instruments of
monetary policy, reserve require-
ments, discount rates and open
market operations which affect
bank reserves—the money supply
—do not directly or sufficiently
affect specific credit areas. They
are, difficult to administer and
tend in the direction of allocation
of credit to specific economic
areas. General instruments of
monetary policy ‘affect the source
of -credit—the banking reserves,
and the allocation of credit is
largely left to the market forces

of demand and supply and as de--

mand for credit increases, and

the Federal Reserve does not sup-’

ply additional reserves in propor-
tion to the increased demand, the

L.$
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Coastal States Gas Producing Financing Completed

Coastal ~States Gas Producing
Company, rapidly growing gas
gathering system, June 20th com-
pleted its first public offering of
first mortgage bonds when it re-
ceived from a group of under-
writers the check for the net
proceeds from the recent sale of
$50,000,000 of 5% first mortgage
bonds due 1983. The offering
group was managed by Kuhn,
Loeb & Co., Incorporated, The
First - Boston Corporation and
Paine, Webber, Jackson & Curtis.

Pictured above at the closing

.ceremonies in the offices of Kuhn,

Loeb & Co. Incorporated are,
seated, third from left, Oscar S.
Wyatt, Jr., President and Chair-
man of Coastal States Gas Pro-

ducing; second from left, John M.
Schiff, Chairman of Kuhn, Loeb
& Co., Incorporated; right, Emil
J. Pattberg, Jr., Chairman of The
First Boston Corporation;  left,
Joachim Silberman, financial con-
sultant to Coastal States Gas
Producing.

Standing, left to right, are Hugh
Knowlton, limited partner of
Kuhn, Loeb & Co.; Norman de
Planque, partner of Paine, Web-
ber, Jackson & Curtis; Jerome S.
Katzin, First Vice-President of
Kuhn, Loeb & Co. Incorporated;
and James A. Lyles, Senior Vice-
President of The First Boston
Corporation.

Coastal  States: Gas Producing
Company (Corpus Christi, Texas)

and subsidiaries 'are primarily .
engaged in gas gathering opera-
tions in southern Texas, involving
the purchase of gas from numer-
ous producers, the extraction of
liquid * hydrocarbon by-products
from the gas gathered, and the
ultimate sale of such gas to large
pipeline companies and industrial
customers.  Other activities in-

:clude the .production and sale of

natural gas, crude oil and con-
densate, and the gathering, trans-
portation, storage and refining of
crude oil and condensaté.
Substantially all  of the net
proceeds from the financing will
be applied to the retirement of
Bank loans and other debt of the
company and its subsidiaries.

cost. of credit increases—interest
rates rise. ;

Consumer Credit
Installment consumer credit
outstanding increased for the year
1962 by $4.6 billion.and for the:
first quarter of 1963 the increase*
was $5.4 billion on an annual
basis, and stock market credit at

the end of July, 1962 was $4.876

billion—of which figure -$3.6 bil-
lion wete debit balances—credit
extended by brokers — members
of the stock exchange. The bal-
ance of $1.276 billion were loans
by banks. At the end of April,
1963, stock market credit rose to
$5.978 billion—of which amount,
$4.5 billion was extended by bro-
kerd and $1.478 billion were loans
by banks. -

As a further illustration of the
money market situation, the
maximum rate of interest on time
and savings deposits of member
banks was increased by the Board
in January, 1962, up to 3% % on
deposits held in banks six months
or longer and 4% on those held a
year or longer. When this was
announced in December of 1961,
it appeared that the demand for
credit would rise—since it also ap-
peared at that time that the econ-
omy would rise further in 1962,
Member banks increased their in-
terest rates on time and savings
deposits, and their time and sav-
ings deposits increased likewise
but the economy and the demand
for loans did not increase as it
was thought it would. Therefore,
the banking .system had to find
how and where to find other
sources of -revenue — to pay the
increased cost of their-time and -
savings deposits—tax exempt mu-
nicipal securities ‘and mortgages
were one source of Fevenue and

installment consumer credit was
another. Some banks lend: abroad.

" It is important to note here, that

time and savings ‘deposits have
been increasing not alone in com-
mercial banks but also in non-
bank. financial institutions. De-
mand deposits have increased
little by comparison.

Good and Bad Experiences

It is evident therefore, that we
have been going through a series
of experiences good and bad in
the monetary. field. We have
learned much—we are now learn-
ing much and we shall learn
more—in this*¢hanging economic
world. We know that the struc-
ture of the economy is changing.
This  affects employment.  We
know - that ‘automation has an
effect’ on employment. We know
that population increase affects
employment. We know that un-
employment has been between
5% and 6% of the employ-
ables. We know that the cold war
has an affect on our government
expenditures — here and abroad.
We know that aid to developing
economies has an affect on our

international payments position;:

as do our other* expenditures
abroad in the interest of our se-
curity, and we know that the
convertibility of currencies, which
we hoped for and sought, affects
our balance of international pay-
ments because in our money and
capital - markets, many foreign
securities, denominated in U. §.
dollars,’ are sold which take more
and more of our dollars abroad,
thus increasing our deficit further
—especially since many of the
money and capital markets

abroad are still restricted in one-

way or anéther—and our market
is broad and free. We know -that

our short term money continues
to flow abroad. And we also
know' that at present our banks
and other financial institutions
and industrial and other corpora-
tions have liquidity—seeking an

‘outlet—if not here—then abroad,

We know also that we have large
idle factory capacity. :

Foreign Capital Outflow

In this connection, and merely
as an- illustration, let me quote
from an article on “New Foreign
Bond.Issues in the U.'S. Market”
by Robert F. Gemmill of the Fed-
eral Reserve Board Staff, pub-
lished in the May Federal Reserve
Bulletin: “During 1962, U. S. in-
vestors- purchased nearly $1 bil-
lion of new foreign (U. S.) dollar
bonds—the largest volume in any
year since the 1920s. And they
increased their rate of purchases
in early 1963. - ;

“The 'U. S. capital -outflow on
new foreign bond issues since the
mid-1950s has reflected a cantinu-
ing strong foreign -demand for
external capital and a growing
supply of U. S. funds available
for investment in such issues.

“More broadly, this outflow has
reflected the position of the United
States as the leading international
capital market, This position is
based upon the accessibility of the
U. S. market to all borrowers, for=
eign and domestic, and upon the
large volume of savings, includ-
ing foreign savings, that flow into
this market for investment in dol-
lar securities.” .

And in the conclusion of his
article, Robert F. Gemmill writes:

“Different types of foreign bond
issues in the U, S. market are
influenced in - different ways by
changes in.capital market condi-
tions.. Foreign issuers’ demands
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for U. S. capital are more likely
to be affected by changes in mar-
ket conditions’ when the foreign
bond has investment characteris-
tics -closely ‘resembling those of
high-grade U. S. corporate *bonds.
In that case, the cost to the for-
eign borrower may fluctuate with

changes in U. S. intérest rates. And

if the foreign demand for U.-&:
capital can readily be postponed,
the foreign issue may be withheld
until capital market conditions are
favorable.”. -

And finally, he adds: “The sup-
ply of U. 8. capital for these high-
vielding foreign bonds may be in-
fluenced by market conditions,
increasing as the yield advantage
on them rises. But this effect on
the supply of capital is apparently
not large in relation to the total
volume of new foreign bond is-
sues.” Our long-term capital con-
tinues to flow abroad—increasing

discount rate is adjusted to the
short term rate—either .down or
up. But you will remember that
the discount rate which has been
3% since the summer of 1960 was
not reduced when ‘the short term
rate was around 2.1% to 2.2%.
Also, at other times, the short
term rate was higher than the
discount rate — for = some . time
before the discount rate was'
changed. Whether and when it
will be increased depends on many

factors—at home and abroad. In-

essence we still have much liquid~
ity—and the discount rate will
change, in my opinion, when our
economic condition is such that the
demand for credit shows a steady
and continued increase. The fiscal
1964 budget deficit’ and the tax
cut will inerease the public debt
and the amount of new securities

+issued by the Treasury. The public

. our’ deficit in our international

i
J:
itized

payments. American subsidiaries
abroad . also affect our interna-
tional payments: First one way,
going out, and later the other way,
coming back in the form of earn-
ings. In the meantime, however,
they can and do increase our
exports.

Increasing Exports

We know that our export sur-
plus is essential not only to a
growing economy ‘but also as an
offsetting force in-our interna-
tional payments. We know this

- surplus must be increased, as an

offset to the deficit. created by
outgoing payments; and we now
want to know, whether the com-
mon market tariffs and tariffs of
other countries will he reduced
to an extent sufficient in relation
to our tariff reductions under the
Trade Expansion Act of 1962,.so0
as to increase our exports surplus,
so essential to our payments posi=
tion and to a growing economy.
Negotiations have begun and will
‘be long and hard. All these things
we know and more but also we
know that dollars now abroad will
come back with interest. Some-
times we seem to overlook that
fact. It is true that we can’t just
wait and do nothing. In the mean-
time we must pursue monetary,
fiscal and debt management .pol-
icy and a wage-price policy by

labor and management that will

promote confidence in our dollar
and at the same time we must con-
tinue to recduce our payments defi-
cit; not by words—but by deeds—
both public ‘and private. This is
our job—yours and mine, .

More and more individual Board
members and members of the
Board’s staff, as well as officers
of the Federal Reserve Banks and
their staff members, attend cen-
‘tral bankers meetings and confer-
ences—and, of course, ‘especially

‘the meetings of the international

organizations, This has become not
only- necessary to meet the Sys-
tem’s responsibilities in the mone-
tary and credit field—but - also
indicates more and more, the ob-
vious—namely that while in the
earlier days of the System, staff
missions were sent. abroad from
time to time to assist other coun-
tries, and policy level officials
Wwent abroad  infrequently — now
more policy level officials of the
System as well as staff members
must go abroad to meet their re-
sponsibilities at home.

Discount Rate

When. the short term rate of
Government  securities is at the
discount rate or higher, the mar-
ket begins to expect ‘an increase
in the discount. rate. Generally
speaking, it is true that often the

.
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debt ceiling is now $309 billion

until the end of August. The Open’

Market Committee, as I indicated
in the early part of this paper,
cannot keep supplying more re-
serves to meet an' increased de-
mand for credit by the economy
and by the Government (without
creating to& much liquidity which
in turn can cause inflation) and
as a result interest rates will rise
and the discount rate will rise too.
This, as must be evident, is strictly
my opinion, and of course, no one
knows what lies ahdgd. Many un-
forseen developments here and
abroad can change all this. That
is why the Federal Reserve must
be prepared, at all times, to meet
situations as they arise. Then too,
our economy has shown in recent
years that forecasters come and
go but the economy just keeps
going along—and let me add, the
Federal Reserve, during its fifty
years of experience has Jearned to
use its instruments of monetary
policy in different ways at differ-
ent times with changing' condi-
tions. In successive recent months,
the money supply (demand de-
posits and currency in circula-
tion) has been increasing. Credit
has been expanding and as con-
sumer expenditures and expendi-
tures by the Federal as well as
state and local governments con-
tinue and as the construction level
is maintained with some increased
residential construction and es-
pecially as capital expenditures
for plant and equipment rise, the
economy will ‘maintain and in-
crease its expansion.

Favorabie Economic Outleok

While the present outlook for
our economy appears on the whole
quite favorable, we know that we
shall’ soon fa¢e the usual sum-
mer “doldrums” and automobile
“change-overs” and soon we shall
also know whether there will o6r
will not be a steel strike (which
will “affect steel production) and
in my opinion, if the economy re-
tains sufficient strength regard-
less, throughout, the summer and
if the tax cut is passed by Con-
gress in early fall to stimulate the
economy further, we can look
ahead to further economic expan-
sion for the balance of the year
and into 1964—and an increased
economic growth,

Conclusion

Now let me conclude—it helps,
so I think at least, to review what

‘was and what is—in order ‘%o

prepare for what is yet to come—
and this seems especially true of
monetary policy —in relation to
thexchanging economy—in this
changing world,’ and especially at
this time when more and ‘more
international considerations are a
vital part of our domestic policy

A

—economic and .monetary. Inter-
est rates are a reflection of what
is happening in our economy and
in our international payments, and
in monetary, fiscal and debt man-
agement policies.

Finally ‘let’s return to the first
paragraph’ of my paper. We
learned that we mnot only seek
equilibrium in our international
payments, but we' must maintain
stability as we proceed to reduce
our deficit—in . other- words, we
must use our head and not lose i,
This promotes confidence—so es-
sential in all monetary and credit
matters. - '

: *An address by Mr. Szyrﬁczak before
the Woelverine: Club (Michigan ‘bankers
who attended: School of Banking at the

University of ‘Wisconsin), Detroit, Mich., -

Coburn Credit Co.
Debs. Offered
To Stockholders

The company is offering its com-
mon stockholders the right to
subscribe for $4,000,000 of 5% %
convertible subordinated deben-
tures due June 1, 1978, on. the
basis of $100 of debentures for
each 25 shares held of record
June 20. Rights will expire July
5. The debentures are priced at
par plus accrued interest from
July 5 to the date of delivery.
New York Hanseatic Corp., New
York City, is the principal under-
writer,

Net proceeds will be used for
debt repayment, working capital,
acquisition of  instalment con-
tracts, and other corporate pur-
poses. :

Coburn Credit Co., Inc;, was in-
corporated in New York in March,
1957 and has its main office at 53
N. Park ‘- Avenue, Rockville Cen-
tre, New York. Certain wholly-
owned subsidiaries operate in Fort
Lee, N."J,, and in Philadelphia,
Pa. The company is engaged pri-
marily in the consumer sales fi-
nance business which consists of
-the purchase from retail dealers
of . instalment contracts entered
into by customers with dealers in
connection with instalment pur-
chase of merchandise,

In June, 1962, the company’s
Pennsylvania subsidiary organized
Arlington Life Insurance Co., a
limited stock life and disability
insurance company -in Arizona,
which has been in operation since
September, 1962, :

At the present time the com-
pany purchases instalment con-
tracts for about 750 retail dealers.

As of Feb. 28, 1963, the company-

owned approximately 120,000 in-
dividual instalment contracts rep-
resenting accounts receivable of
$27,889,749, of which about 23%
in principal amount. was pur-
chased from the company’s three
largest dealers. No other dealer
amounted for more than 4% of
the accounts receivable at that
date. ?

Goodbody & Co.
To Admit Partner

Goodbody & Co., 2 Broadway,

New York 'City, members, of the

New . York Stock Exchange and-

other leading exchanges, on July 1
will admit Dale T. O’Donnell to
partnership. Mr. ‘O’Donnell, ‘a
member of the New York Stock
Exchange, has .recently. been ac-
tive as an individual floor broker.
Prior: thereto he was a partner in

Lubetkin, Regan & Kennedy.
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Profit-Making Poﬁential
~ In the SBIC Industry

Continued from page 5

have; money which we offer, and
talent in the form of advice. We
buy ideas. and profit-making po-
tential. We've got to be fluid—
we’'ve got to be. able to change
fast. We have had some troubles
with some agencies—not the SBA
—in acting quickly, but I think we
can iron those out. I believe that
everybody ‘in Congress' and the
Administration would like to see
the program succeed, and I don’t
think we are going to have any
real troubles there. But we must
be fluid.- After all, a risktaker has
to be able to move quickly, make
his . judgment fast. If he sees
something failing and he needs to
merge quickly with another situ-
ation where management is strong,
he’s got to be able to move as

rapidly as humanly possible be- .

fore the company deteriorates
into nothingness. And a small
business can do just that.

4Why Invest in a SBIC?
Now I think we get to the most
important *point — the reward.
Why does anyone invest in an
SBIC? They want to see that pot
at the end of the rainbow. They
want to see the reward. To achieve

.reward in the simplest form is to

have a kind of company that you
believe can attract a public mar-
ket for its shares. There lies the
greatest kind of multiple appre-
ciation on one’s investment. An
important ‘example is- Potter In-
struments. We paid $1.15 a share
for Potter and the stock came out

at $10.00 per share, That’s almost’

a ten times multiple and, believe
it or not, that is still our strong
and ‘most important aim in life—
to try to do that again and again
and again. That’s an awful big
multiple. Now, ‘we may not hit
it all the time, but we do believe
that many SBIC’s, including our-
selves, have many more Potters to
offer. They are ready to go if
security analysts can get a new is-
sue markef going.  We’d be de-
lighted to provide a few right now,

New Issue Market in the Offing

As a matter of fact, I would go
so far as to stick my neck out and
say that we are about to see a
new issue market. It's not far
away. I was speaking to a group
in San Francisco recently and I
know that there is a real desire
on the part of the small and me-
dium size investor to get Back
in the market. I know it is hard to
accept. We have been through a
rough time for a long period; but
it takes some leadership. Tt takes
somebody -to take 'a chance. We
are probably going to be one of
the early ones to take a crack at
it. We believe that there is a new
issue market coming and it could
develop by the latter part of the
summer,

SBIC’s are the greatest potential
for new offerings that the invest-
ment industry has to date, We will
be the reservoir for underwrit-
ings for ‘Wall Street— one of the
best reservoirs because we’ll have
done g’ great deal more filtering
and d:great deal more analysis.
We'll i)ump, more know-how and
capital into a company than would
normally come -to security an-
alysts and ask for $1 million, $2
million . or $5 million. We will
have filtered the situation to the
point where it should .be a good
issue because our name is going to
g0 on it as well, - We think this

is of great value to Wall Street,
We think it is a great value to the
investment community acroés the
nation. The reward, again, will
only come when we have, I think,
ten or more very successful pub-
licly offered SBIC portfolio com-
panies, when the public can really
see the values. We don’t want to
just talk about it—we can show it,
We did it with Potter and we ex-

.bect.to do it again, many times, -

On the Threshold Where Mutual
Funds Once Stood

There has been approximately
$500,000,000 raised for this SBIC
program. The Federal Reserve
Board- predicts that $500 million
is needed every year for small
business, so we are only at the
beginnings of our history.  We
think this situation is similar to
the: Mutual Fund industry in 1041
when it had total assets of $500
million and now has something in
excess of $22 billion. But this is
a different kind of program. The
mutual funds weren't pumping
new money into companies; they
were merely buying securities that
already existed. Here you have a
demand’ of some four to five mil-
lion small businesses for what we
believe will be $300,000,000  to
500,000,000 a year, and this  is
going to grow and grow, and the
demand is going to continue to
be greater, ;

I believe that when we look at
the program five years from now,
a great number will agree with
us that the Small Business Invest-
ment Company movement is one
of the strongest<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>