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Obstacles to Involuntary Rail MergersAs Presented by Northwestern Groun
v L üe*»aw Considers De^
'^'rniiriatîon of the Value
Äjf Stockholder»' Equity
One of Chief Difficulties

Legality °f Procedure

(WBpasory Consolidation
ky the Government Is a

ting Way ^^' **e ^ay»
By F. J. Lisman

T2*g transportation act of
192Ô, generally known as the
Ejch-Cummina bill, contains
B »ándate to the Interstate

-«.fiatewrj Commission to prepare
, »áopt a pl**n f°Y t*ie consolida¬

ron o! *& railway properties into a
it rled bW8^61* ^ systems. These
^jjy jèall preserve competition,
fe<XBtjag channels of trade and
c&Btt» are ^ ke maintained. The
¡9(íeSa shall be so arranged that
the tes- of handling their business
¡jnü average about the same, and
.¿g «hall earn substantially the
9B» rate of return on the value oí
¿eir respective properties. Aftei
¦jieconimifsion has prepared such s

(taíative reorganization scheme, il
s ordered to hold hearings ant

jnaily adopt and publish a plan.
ße commission has been faithfullj

nieavoring to carry out this mandat«
ya Congress, and has tamed the
ifíHem over to Commissioner Hail,
.« eí the older members of the com-

jjjiion, who is by nature » very thor-
sjj! and painstaking student. In the
.«nwhiîc, in accordance with instruc¬
ts of the commission, Professor Rip-
îj,of Harvard, after careful study and
Sittssion with the railroad officials oi
ie country, has worked out a plan
tUth was published by the commis-
are about a year ago.

igased on this plan, hearings hav<
ma held in Washington in connection
isih the Southeastern groups. Hear-
jpareto commence shortly in Wash
ïgtin for the purpose of formulating
j definite plan for the Northwesterr
frwp. Under the Ripley plan, tenta
jvaiy approved by the Interstate Com
itrti Commission, the lines north ant

wot of the Twin Cities are to be con
«oiidrisi into two systems, which wil
itini from Chicago to Portland, Ta
¡wund Seattle. The Great Northen
itotÄeover the Chicago, Milwaukei
iSthaiand all its subsidiary com

fmv&,ud in order to give it some ad
ÍVúihkA t»d revenue-producing prop
'.?to ii It also to absorb the ver;
Ktfístóíre carriers terminating a

j M&the Dulath & Iron Range am

aSlltth, Missabe & Northern Rail
»V The Northern Pacific in to tak
utt&e Chicago, Burlington & Quincj
CíJíres» and the commission thee

.itlniy will dispose of the variou
*!f»d propertieB, bot the stockholc
irjand management of these roads i
sicy caaes do not agree with the con
sisiion as to the desirability or vak
;f the prooosed consolidation.
The C, B. & Q. is a fino propert
idiatingr from Chicago westerly an
«rthwf ilerly. Its main stem runs 1
Xontaru. alt! ough it is counted *

unong the strong lines running bi
iween Chicago and Kansas City, S
taii and Kansas City, Chicago ar
Omaha, Omaha to Denver, Kansas Cit
'o Denver, Chicago to the Twin Citic
:tc. It -vas one of the first roads bui
t*t of Chicago into the great Midd
Western country, and it has the bep
'¡i nearly the beat, terminals in pract
-.»lly aJJ the cities reached by it.
it* hsd the benefit of continuity <

joliey and management for the sixt;
tfi years of its existence, and has a
*»J» been conservatively capitalize
Ui«s have been set aside annual
to» amounts for sinking fund pu
M»****«hieh in the course of two gei*-*ittiiM jjaVe greatly reduced i
taded riebt.
Bill Saw Possibilities
Ito late James J. Hill fully viau«*** the strength of this propert»«'«h he bought in IWl in order

j?lv*thetwo railroads »hich he at th!'°e dominated, the Northern Paciis"* the Great Northern, not only i
««trance from the Twin Cities in*tafo, but a! the line from B
gfc Mont., through the Wyoming coP« to Dem ., and through the agi^ilaral ar manufacturing districN*bra^;lt T0Wa and Illinois to ¦

¡¡Portant points in the Missouri ai
«tsalssippi valleys.

IuT'HU! in 190L was anx-ous t0 meT

iui!iorthern Pacific and ths GrcjWhern, and at that time the Nort^ Securities Company was devis.«that purpose, but vas subsequent7**»red an illegal holding companyJ Supreme Cor- For the 1««% years t< ,.c two great pre
%tvn

Ve reaily becn c<mtrol,ed»HI Interests, though In accoi* *Hh the law the properties ha| " operated separately. Applicati*** Pending before th-: Interst*
£*erc« Commission for the pr:q» of merging the three < irporatiojjjt »a. the Great Northern, NortheJ*6« and the Chicago, Burlington?Uk^r ÂS íubsUntial*y »H the «to« C, B. & Q. is owned by the otl
W°vPOrat!ons' aná sinc* both tJ« -Northern and the Northern I^ »we only one class of stock seJ "ppr05ti»ately at the sama pr¡; -manciai problem of merging <
The V0S<iS V0U,t! be .ther »'n*ï
. 'Oftnom Pacific, however, is
wïnwr ,n *aBh as$eU tb»n <"*«* tfortfcam.
^al*T, *Vh* larf*r c!tie" ar« «¡met J Montana, Idaho and Wa«^theStPaui, which is «appo«
ja »«rte »{th the Great Northern,l«u»M m,ieh «»»Petitive with 1
Th. L88 ** th* N»"««n Paci
He!,« amCB comPete at Great Fal
m£ 'f4 Bott«. Spokane, Tacoi

¦ m -.»
.

What Retailers *Are Buying
By Alfred Fantl

There appears to be plenty of money to spend, but too little merchan¬dise readily available to let all merchants benefit by their opportunities.This congestion was foreca?t weeks ago and in ample time to let every onestock up, especially for the holidays. Yet a great deal of holiday mer¬chandise cannot be delivered by manufacturers. In furs Hudson seal re¬ductions »re being made in order to dispose of all supplies in band byDecember 1. Retailers generally have made strong cards of lowered priceswith the public, and extensive advertising appear-, to be exercising influencein inducing consumers to take up the numerous offerings. Thei-c should,therefore, become manifest this winter an apparently great popularity forthis fur, but whether a Krave reaction will ensue next year is a factor tobe seriously considered by the trade.Demand persists strongly for coats of all descriptions. Prices remninfirm. Materials and furs of the better Bort are inclined to be scarce. Acontinuance of warm weather is likely, however, to break prices sooner thanhas been expected. Jacquettea, box coats and Balkan b.ousts, now beingmade in a varied assortment of material» ranging from gray astrachan at$10.76 to broadtail cloth and other fur fabrics, are subject still to unusualdemand.
A number of manufacturers are showinr: new spring lines of dresses,chiefly in taffetas. A new material called "Arabian print" has appeared invery smart two and three piece outfits that range in price from $39.60 to$59.50. Cloth dresses are being called for freely and are in good supply.But cheaper dresses have begun to uccumulnte on the racks and a numberof lots, excellent in quality, have -on obtainable at distin« fcjy reasonableprices, among them a báseme m in the form of a trlcotine dress inblack, navy and brown.
Waists offered include a new [iiiie made mostly in long sleeves. Holidayblouses are shown in white, bist-ue, cocoa, gold, honey, green, navy andbrown. The jacquette blouse holds its own throughout the entire pricerange. There are some new skating blouses in duvetyne, velvets, krimi andFrisco cloths, with the high collar.
An attractive accessory of the week is the corduroy boudoir slipper,designed to match the colors of bathrobes. They make an excellent holidayoffering.
(This is the sixteenth of a series of weekly eui-veys of the New Yorkwholesale markets by Mr. Fantl, who is a well known resident buyer..Financial and Business Editor.)

land, Ore. It makes, therefore, very
little difference to the public whether
the St. Faul or the Northern Pacific is
merged with the Great Northern. As
far as financial stren. th is concerned,
it makes quite a differ, to the Mil-
waukee «ft St. Paul stockholder^ whether
they can got the financial strength of
the Great Northern with its $260,000,-
000 of stock, selling at 80, behind the
equities in their property.

Prices for Stocks
If the Interstate Commerce Commis¬

sion should deny the request of the
Northern Pacific and Great Northern to
merge with the Chicago, Burlington &
Quincy, but should favor the Northern
Pacific merger with the C. B. & Q., the
question arises, what should be paid
by this combination to the Great North¬
ern for its one-half ownership of the
capital stock of the C. B. & Q.
Congress has unquestionably the con¬

stitutional right to give any railroad
company the privilege of condemning
the property of another railroad com¬
pany, just as any railroad company
now has the right of acquiring any
piece of property for railroad purposes
by condemnation proceedings, but Con¬
gress under the Constitution has no
right to make any corporation pay the
price for any property beyond what
the directors of the company may think
is a fair price. The property of the
C. B. & Q. has been valued at about
$60,000,000 more than its present cap¬
italization. This valuation has not
been accepted yet as adequate by the
company, but assuming that it should
admit that its property is worth $100,-

j 000,000 more than its outstanding se-

j curities and supposing further that
Congress were to give authority to con-
demn the property for its finally de¬
termined physical value, the directors
of the Northern Pacific might not be
willing to pay the 60 per cent premium
for the C. B. & Q. stock; that is to
say, they might not be willing to pay
$50,000,000 profit to the Great North¬
ern for its half interest in the C. B.
14 Q.

If the Great Northern and Chicago,
Milwaukee & St. Paul arc to be con¬
solidated, how is the value of the
equity of the stockholders in the two
properties to be determined? It is
a reasonable assumption that the
$116,000,000 of Chicago, Milwaukee
&. St. Paul preferred and a like
amount of common stock repre¬
sents 100 cents on the dollar in
physical property. She same is un¬
questionably the case with the $250,-
000,000 Great Northern stock. The two
classes of stock of the Chicago, Mil¬
waukee & St. Paul are selling on an

average of about 65 per cent discount,
which in actual figures means about
$150,000,000. There is no conceivable
right under the Constitution which
could compel the Chicago, Milwaukee
& St. Paul stockholders to sell their
property for less than its fe-ir value.
This fair value might be physical value
or a capitalization of present and
future earning capacity. To determine
this latter factor is an extremely dif¬
ficult proposition.
Assuming for the moment that the

Great Northern stockholders in the
plan of consolidation might be willing
to accept for their present stock par
in stock of a new company, provided
the Chicago, Milwaukee & St. Paul pre¬
ferred stockholders were to get, say, 65
per cent of this same stock and the
common stockholders 40 per cent, there
is no way of making the stockholders
of the latter company accept this
proposition nor is there any way of
¿aking the stockholders of the Great

Northern accept stock of any consoli¬
dated company except on terms satis¬
factory to them.

Steel Corporation Roads
The case of the iron ore roads re¬

ferred to', running out cf Duluth, ia
somewhat different. The stock of these

companies is owned by the United
States Steel Corporation and these

companies have been earning consider¬
ably more than 6 per cent on their

capitalization over a series of years.
They are supposed to divide their sur¬

plus above 6 per cent with the govern-
bent, bnt the legality of this clause is
still to be determined. The writer does
not believe that the Supreme Cenrt will

uphold this provision because the pres¬
ent law in effect say« that If any rail¬
road should in any year eam more than
« per cent It most divide the surplus
but if it earns less than 6 per cent it

must carry all the deficit. In othe>

words, Congress at Patent *.?«? to the

owners of railroad», 14 j*) ¦,;,:'e lnQ

than a fair rate of interest, that is,
the rate of interest you can get in the
marketplace, without risk, then you
must divide the surplus with us, but
if you cam any less than a fair rate,
the loss is entirely yours." Unquestion¬
ably, the Supreme Court is bound to
hold that the railroad companies must
at least be entitled to the current rste
of interest for the lean years as well
as for the fat -ones and quite likely this
court will hold that 6 per cent is not
a fair rate of interest where a serious
risk is involved. Probably taking the
risk of the business into consideration
8 per cent cumulative would be nearer
right. The Steel Corporation would
probably not be willing to sell its own¬

ership in these railroads, which are of
great service to it, at a price which
the Great Northern directors might be
willing to pay, even if the law limiting
profits to 6 per cent is constit\3tional,
nor at a price to be fixed at which
these properties may arbitarily be
purchased by a third party.

Looking at the matter from these
angles, compulsory consolidation is a
long way off. If Congress should
enact additional legislation, it will
rarely be contested and finally come up
to the Supreme Court after at least
five years of litigation. The question,
therefore, is squarely up to the Inter¬
state Commerce Commisfion.shall it
permit voluntary consolidation of the
three so-called Hill roads or shall it
deny the application for mergerÎ If
the application is denied the Great
Northern would undoubtedly hold out
for high prices for its equity in the
C. B. ft Q. and would probably prevent
the merger of the C. B. ft Q. with the
Northern Pacific.
The writer believes that the public

would be best served by maintaining
the independence of the three through
lines between the Twin Cities and the
Pacific Coast; that is, the Great North¬
ern, Northern Pacific an«i Milwaukee
roads. These, together with the Cana¬
dian lines on the north and branches
of the Union Pacific system coming
up from the South, would give the
Northwest a great variety of routes
and would be certain to maintain com¬

petition in service, as well a « aid the
development of the country. Of course,
there is great room for a difference of
opinion on this subject.

Another Combination
The writer and many others believe

that the Great Northern and the Chi¬
cago ft Northwestern would fit very

JLBelieves Great Northern,Northern Pacific andMilwaukee Roads ShouldBe Independent Lines
Would Maintain Rivalry
C, M. & St. P. Should Be
Combined With the
Union Pacific, He Thinks

much better together, and that the C,
M. ft St. P. should be merged with the
'Union Pacific. By such a merger com¬
petition would be better maintained
than under the proposed plan. The
Union Pacific, however, does not want
to merge with any road. It takes th«
position that the road terminates at
Omaha, at which point it can keep ar
open gateway and exchange trsm<
freely with any and all railroads Ur
initiating there.
There are six roads between Chicagiand Omaha, with approximately th«

same mileage between the two cities
among them being the Illinois Centralin which the Union Pacific has a largownership. The Union Pacific man
aircmcnt believes that the interest oits stockholders, as well as of the publie along its connecting lines, is bes
served by this free interchange. Aaeuming that It may legally be donc, iit wise to substitute the judgment oCongress and the Interstate CommercCommission for that of the securitholders who have money invested ithe respective properties?
During the car shortage of 1919-'2lwhile the present transportation a<

was being formulated, every shlppelocated on a weak road thought he coul
get very much better service if th
weak line on which he was dependci
were absorbed by a strong company.
was this thought prevalent at the tin
which dominated in the framing of tl
law. Senator Cummins, who is the mi
responsible for this particular provsion, is understood to be contempla
ing the addition of some mandatoi
provision which will put teeth into h
consolidation scheme. The only thoug
thus far mentioned is to provide f
compulsory Federal incorporation <
the part of the railroads. This Feder
incorporation act i» to contain the pr
vision that companies faking the ben
fits of it must be willing-, more or lei
to consolidate with other corporatio
in accordance with the instructions
the Interstate Commerce Commisse
Presumably companies which will r

incorporate tinder such an act may
turned over as a prey to the varie
state commissions or be thrown to f
wolves!
Many doubt that compulsory cons

idation is practicable without a com
tutional amendment. Whether such
amendment would meet with popu
approval and be accepted by thirty-
of the Legislatures out of the for
eight states is uncertain. Assuming
this can be done, compulsory cons<
dation is at least ten years ahead
us. In the mean while, no doubt, v

untary consolidation will proceed j
as soon as the railroads achieve a r
i-onable amount of prosperity. N
that the labor problem does not I
so ominous, possibly consolidât
along established lines may proceed.
Previous Combines
Looking at the railroad map of

United States we find that a com
érable consolidation actually did t
place prior to the enactment of
Sherman law, which prohibits the c

solidation of competing lines. Up
about 1900 it was generally assui

that the Sherman law was not intcn
to apply t othe railroads, and consol
tion of various weak lines into
strong systems was steadily redu<
the numbe: of corporations. All
New Kngland was divided up am

Railroads' Earning Power
No. 25.Lehigh Valley

the twenty-fifth of a series of fortydaily discussion» of the present earningpower of the leading American steamrailroads. At the request of The Trib¬une, these studies were undertaken bythe. Standard Statistics Company, Inc.,of New York, which ha» prepared thepapers and is securing a copyright forthem in 1022. The twenty-sixth articlewill appear to-morrow and will deal withMissouri Pacific,.Financial Editor.)
With the substantial development ofLehigh Valley's earning power during:the last fifteen years its securities !

have attained high favor among in-'
esters. Stockholders have been treatedhandsomely in the way of dividends.Under normal operating conditions thecompany should easily be able to earnthe dividenda it pays by a comfortablemargin without the necessity of heavydrafta upon its coal properties. In theevent that a segregation plan for dis- jposai of the coal properties is agreedupon Lehigh Valley stockholders willdoubtless receive valuable rights.Based upon the latest »-».'urns Le-high Valley's indicated earnings fromits railroad operations tin., yaat looksmall. It is quite likely, however, thata considerable improvement will set innow that the strikes arc over und coa!moving in heavy volume. It is alsoprobable, that the conl properties arein a position to contribute in case ofneed. A brief analysis of tho LehighValley situation follows:

Growth of Capitalization
.Funded Com. Totaln<»b*. Stock, Cap.1110,300.000 $f.0.r,00,000 $170.SOO,000133,400,000 60,600,000 1113.900,000

Inc. (%) 81%147r.Includlng borní« of leased line« whos« '
oarnlns» site Included In the Lehlgh Val¬ley Income account.
Between 1912 and 1922 the operatedmileage increased from 1,441 miles to1,449 miles, or 1 per cent.

Estimated Property Value
The estimated value of the company'sproperty is $232,000,000, or about 20

per cent In excess of total capitaliza¬tion. If funded debt, together with the
small outstanding amount of preferredstock, should be theoretically retired at
par, there would remain an equity forthe common stock in this property value
equivalent to $81 a share of $50 parvalue,

Growth of Revenues
Oross Net After Total
Ilov. Tnxes. Inc.

$.!6.S0O,0OO $10.400,000 SU, 200,00068.S00.00O 1,600.000 13,300,000
Inc. Ct) 69%

"

tí6% 8%.Estimated. IDecreaae.
Earnings for 1922 are estimated,these estimates being based on the

normal seasonal venations of both
gross and net taken in conjunction with
actual earnings to date of latest
monthly report.
The big decrease in estimated net

revenue after taxes for 1922, comparedwith tho actual for 1912, is due to the
loss of traffic on account of the coal
strike. Abouc 50 per cent of the total
tonnage hauled by the Lehigh Valleyconsists of anthrucite coal, and the lack
of this traffic naturally caused earningsto fall off sharply, but the resumptionof the coal movement in more than
normal volume with the ending of the
strike should help the situation mate¬
rially. The large increase in the
amount of income received from the
company's coal properties in recent
years accounts for the excess of esti-

Tear.
1B12..
11)22..

Vea.'-.
1812...
.1922..

M

mated total income for 1922 over theactual for 1912.
Dividend Record

The Lehigh Valley Railroad waschartered in 1846, the present title be-in« taken in 1863. An initial cash divi¬dend of 3 per cent was paid on the com¬
mon stuck in 1808. 'P'-reriftcr r<*«**ular
payments were maintained, ranging in
some years as hijrh as 10 per cent,until the end of 1893. The next divi¬dend (1 per cent) on the common waspaid in 1904. The rate rose to 10 percent in 1911 and was maintained therefor some years, but in 1919 was re¬duced to 7 per cent, where it has sinceremained. During the dividend payingyears there were occasional extra divi¬dends paid both in cash and in stock.The company also has outstanding anissue of $106.300 10 per cent cumula¬tive preferred stock. As the issue is sosmall it has been disregarded in thecompilation of the tables and its divi¬dend included with fixed charges.

Margin of Safety
The margins of snfety above interestand dividend payments shown in thetable below are figured on the bastsof the percentage that earnings avail¬able for interest and dividends wouldhave to decline In order to just meetthe necessary requirements. ThuB ir1913, if total income had been 19 peicent less, only enough would have beerearned to cover fixed charges and divi¬dends on the common stock. Tf totaincome had fallen to the extent of 6:

per cent fixed charges (including th<small preferred dividend) alone woul<have been covered.
The deficit, shown in 1912 (minus 69

was caused by the payment of a 10 pecent cash dividend out of accumulate«
surplus. Total income of that yeawould have had to be 69 per cent largein order to have covered the entire regular and extra payments without show
ing a loss.

I-*lx«<l CommoiYear. <*har***es. dividend¦»1912.-1-53.(?1913. 4-«1 -f-3?3934. -4-64I-?1915. 460?1916. 465 4-13 917. 4-B2 -¦(-1918. 4-4H 4-3939. 438 4-3920. 4-63 4_<1921. 4-6*4:11322. 4394
.Years ended June 30. -¡-Estimated.
For many years, Lehigh Valley hiheld ownership of some very valuabcoal producing properties in the a:thracfte fields of Pennsylvania. CDecember 6, 1920, the Supremo Couof the United States decieed that tl

holding of these properties by the raí
road was not only in violation of She
man anti-trust law but also of t
commodities clause of the InterstaCommerce act. ,

On October 6, 1921, the railroad fil
its segregation plan with the Distri
Court. The plan was objected to
¡counsel for the government on t
ground that it did not properly car
out the decree of dissolution. T
matter was scheduled for further hot
ing but subsequently the hearing w
indefinitely postponed.

Until 1920, Lehigh Valley only pij itself moderate dividends from its c<
companies, allowing their surplusesaccumulate. But in li)20 and 19
while it was recovering from thej fect3 of government control, it dr
heavily upon these resources to h
in tiding over. The company can 1

doubtedly do so again this year if n«
be in order to offset in a measure
effects of the coal strike unon earnin

two railroad systems, excepting only
the main line of the Boston & Albany,
which became the main stem of-the
New York Central system from Albany
to Boston, and a north and south line
to connect the Grand Trunk Railway
with Long Island Sound. Similarly all
of the railways in the northern half
of the State of New York, excepting
only the Delaware &. Hudson, were ab¬
sorbed by the New York Central. In
tho southeast the Southern Railway
system contains a number of parallel
lines more or less potentially competi¬
tive with each other. West of Chicago
in the Chicago, Milwaukee & St. Paul
system there was a consolidation of a

number of lines similarly potentially
competitive with each other. Consoli¬
dation along nuch lines proceeded more

or less throughout the country.
It is the belief of the writer that the

free forces of commercial competition
and of sound and intelligent solf-in-
terest properly held in restraint by;
the Interstate Commerce Commission
will be much more beneficial to the
public than compulsory consolidation
which will necessarily be of doubtful
legality for many years.

j Galen h. Stone to Retire
From Barden, Stone «& Co.

Hayden, Stone & Co, announced yes¬
terday that Galen L. Stone will retiro
as a partner on January 1 next. Con¬
cerning his coming retirement. Mr.
Stone said:
"This action is in puisuance of a

determination reached in tho early
part of 1919 and the purposes and all
steps in connection with it have long
been known to Mr. Hayden. It is the
outcome of a desire to spend more
time. in travel and some related
pursuits, I shall continue to have the
keenest interest in Hayden, Stone &
Co., and sball make my headquarters
in its Bost«*.' and New York offices."
Hayden, Stone & Co. began business

on February 15, "*392. For many years
the business vas almost wholly that
of commission Stock Exchange
brokers, but within recent years the
firm has increased the scope of its
operations to include the purchase and
di tribution of investment bonds, pre-
f« ved stocks and general corporation
financing.

British Trade Figures
LIVERPOOL, Nov. 11..The folloiving*

aro th«-* Board of Trade figures for tile
month of October:
Total imports . £S6,019.000
Exports of British products ... 60,,190.090
Re-exports. 8,270.090
Total exports . 68.660,000
Excess of Imports . 16,350,000

Along the Highways of Finance
.¦-.Ry Merryle Stanley Rukeyaer:

TPEMPTATIONS in the financial world
aro many, and even tho virtuous

occasionally falter. Eli S. Newberger,
member of the New York Stock Ex¬
change, has been suspended for ten
days for what is perhaps the mildest
violation of the rules ever pu'nished in
this manner. His firm placed an ad¬
vertisement, purely complimentary in
its nature, in the stadium edition of
"The Columbus Despatch" on the day
of the Ohio State-Michigan football
game and did not first submit it for
approval to the business conduct com¬

mittee of the New York Stock Ex¬
change in accordance with the rules.
The purpose of the advertisement

was to urge the Ohio State team to win
the game on the day their new stadium
was to be dedicated. It r.as not an

ordinary business seeking advertise¬
ment, and because of this apparently
the man handling it assumed it was

unnecessary to get the official O. JL
The Stock Exchange is to be com¬

mended for its »eal in insisting on

having its rules obe; ed. On the other
hand, we feel sympathy for the sus¬

pended member, whose error was ex¬

ceedingly slight.
. * .

In asking for a rigid adherence to
its rules the New York Stock Ex¬
change is on solid ground. Whether its
present policy regarding the nature of
advertising by members, which was

liberalized some months ago, should
not be farther changed to heighten the
artistic and human interest character
of the copy of members is perhaps de¬
batable. We should like to see greater
use of the imagination in brokerage
advertising. We think ethical firms
could attain this desideratum without
sacrificing one iota of truth. The edu¬
cational aspects of Stock Exchange ad¬
vertising could be enormously height-

ened if the restrictions were furthcT
removed. Misrepresentation, false
statements, speculative advice..all
these might well be excluded in the
future without banning illustrations, a

note of human interest in the copy
and language that will stimulate
interest. Integrity and a desire to
serve social ends need not be clothed
in shrouds. The higher grade banks
and trust companies are showing the
way in artistic and persuasive financial
advertising.

. * *

Wall Street Philology
It is about time for some one to sug¬

gest the organization of a Wall Street
philological club to clarify and sys¬
tematize the language of the district.
Much of the jargon is utterly meaning¬
less to the outsider customer. The
standardization of terms and the use

of pure English wherever possible seesn

desirable.

The term "speculative" is used to

signify many things. To us it means

"to involve a business risk." A specu¬
lation represents the placing of funds
into a security or piece of property
with the understanding that, though
the risk is greater than in an invest¬
ment, the greater hazard is undertaken
in the hope of large profits. Speculation
and risk are inherent in all business
and cannot be escaped, although they
can be shifted. In Congress "specula¬
tion" is often used as a term of op-
probrium by the political scientists
from the agricultural districts.

In the investment column securities
are frequently dubbed "speculative."
The description does not damn them,
except for those unequipped with capi¬
tal and intelligence to assume the risk
involved.

Wc r< cognize the social value of wild-

catting and experimentation in indus-1
try. Economic progress, like all other

¦..dvance, is made to a larrxc degree
through trial and error. Such experi¬
mentation is expensive, and it is in¬
evitable that losses should ensue, it'

«.apital would not flow into such new

enterprises it would be desirable to in¬
vent a method of compulsion. We say
that in no mood of extending comfort
to stock jobbers and venders of blue
sky securities. Their crime is all the '

more heinous because they confuse the
issue. They use speculative capital for
fraudulent purposes, and absorb funds
that ought to be used in the test tubes
of the laboratory of industry. No
crossing of the industrial frontier re¬

sults from their campaigns of misrep¬
resentation. The fakers tend to dis-
courage the flow of money into necea-i

sary experimental work. Of course, j
this advance to new knowledge and to
new industrial methods is not exclu-1
lively the task of new ventures. Going
concerns, which are equal to their op-1
portunities, are perpetually allowing in
their budgets for research and experi¬
ment.

Flattening the Curve
Instead of fatalism, a studied at¬

tempt to understand and control the
business cycle is urjjed by a committee
of experts appointed by Secretary
Hoover to carry along the work initi¬
ated by the President's Conference on

Lnemployment, which adjourned in Oc¬
tober, 1921. The committee of experts
will embody their scientific recommen¬

dations in a special report. Edward
Eyre Hunt, secretary of the Conference
op Unemployment, gives a preliminary

ro<-i(!w of the work of the spécialiste
In an article in the current number o£
the quarterly published by the Ameri¬
can Association for Labor Legislation.

"If all branches of our public works
and construction work of our public
utilities.the railways, the telephones
and others.could systematically put
aside financial reserves to be provided
in times of prosperity for the deliber¬
ate purpose of improvement and ex¬

pansion >r> times of depression we

would not only decrease the depth of
depressions, but we would at the same

tinie diminish the height of booms. A
farther advar. .*.*¦ of the proposal is
that our plant, ,*d equipment would be
built in timeá of lower costs than is
now the case when the contractor com¬

petes with consumable goods in over¬

bidding for both material and labor.
"Then come the proposals to im¬

prove the mechanism of the labor mar¬

ket by setting up a system of employ¬
ment offices under public supervision
and to pay men out-of-work allowances.
The first measure is intended to reduce
the 'reserve army of labor.' The sec¬

ond measure is intended primarily to
reduce the sufferings of the unem¬

ployed, but it is also expected to pre¬
vent the purchasing power of wage-
earners from shrinking as much as it
does now in depressions and to limit
the height of the boom to the extent
that the parties engaged in industry
contribute to the reserve funda out
of which sueh allowances are to be
paid.

It is a hopeful sign to perceive that
the problem of unemployment is receiv¬
ing attention at this time when no

crisis exists. Too often folk have been
inclined to ignore the question except
when the situation became acute and
only emergency relief measures were

possible.

Disagrees With Hoover
On Inter-Allied Debts

Dr. Anderson Disputes Europe's Posses¬
sion of Paying Power Now; Urges Con¬

sideration as Banking Problem
DISPUTING the possession of

surplus paying power in our
markets credited by Secre¬

tary of Commerce Hoover to Europe,
Dr. B. M. Anderson jr., economist of
the Chase National Bank, in nn ad¬
dress delivered yesterday before the
Arizona Bankers' Association at Bis-
bec, Ariz., urged consideration of in¬
ter-Allied debts as a banking prob¬
lem. He contended that, instead of
a surplus over the last year, Europe
had a deficit in current account re¬
lations with the United States and
declared that, treated from the
bunking standpoint and regardless
of the political or sentimental ele¬
ments in the situation, sonTî modifi¬
cation of the debts due the United
States from the Allies was desirable.
A feature of Dr. Anderson's treatise

was his defense of the powers of the
American Debt Funding Commission.
Conceding that the powers of this
body to enter into a final pact with the
Allies were limited. Dr. Anderson at¬
tributed to it the ability and capacity
to initiate and negotiate, subject to
approval by Congress, a far-reachingand practicable agreement. He broad¬
ly agreed with the position of the
Right Honorable Reginald McKenna,
presented before the American Bank¬
ers Association, that for the immedi¬
ate present America can expect to col¬
lect little on these debts and with
Mr. Hoover that over the long runfuturo substantial payments con be
anticipated.
After asserting that it was no!

necessary to urge moral or senti¬
mental grounds for refraining froir
exacting payment in full when eco*
nomic and banking considerations st
clearly pointed the same way, DrAnderson said, in part:
Would Compromise
"If a bank were in the position oithe United States government, of hav¬ing made a bad loan or a loan difficullof collection, and if it could not colledin full at maturity, it wouid considei

compromise proposals, involving externsion of time, reduction of interest rate
waiving of interest for a period, etcThe bank would, moreover, inquire intethe details of the debtor's positionincluding his assets and receivables, hi-income and expenditures and his othe:
debts. The bank would be concerned i
dividends were being paid by .its debtoand if unnecessarily high salaries werbeing paid. The bank would be especially concerned if the debtor were un
dertaking new borrowing for purposeof expansion or plant extension. Ther
would be no point to the bank's makin,
any compromise of its debt unies
there were such a general readjustment as to make sure that the reduce
amount of the debt would ultimately b
paid.

"It íb important to distinguish b<
tween repudiation and cancellatioi
Repudiation is the defiant and ungrat«ful act of a debtor. Cancellation is th
generous act of a creditor. It woul
not be pouaible for Europe to répudiâtthese debts without undermining th
whole fabric of international goofaith. It would, however, be possiblfor the United States government t
reduce, modify or even cancel thea
debts without in any way underminin
international good faith.
"The fact that the Debt Fundir

Commission is not empowered to r«
duce, modify or cancel any of the deb
and that the only conclusive bargainwhich it could work out with Euro*:
would be on the basis of interest at 4*!
per cent and maturity at the end c
twenty-five years, has been supposeby many to limit its powers so great]that it can practically accomplisnothing. This view seems to be e:
roneous. There is nothing to preverthe commission from, exploring evei
possibility, fror.}, entertaining evei
possible proposal. Títere is nothing
prevent it3 initiating any proposal th
seems wise to it, in discussions wi*
its European confreres. There is not
ing to prevent the commission from d
vcloping, in co-operation with Europeicommissions, a comprehensive plan, i
volving the inter-Allied debt and f
related matters, and submitting it wi
its recommendations to the Congreof the United States.
"The situation again is not unli

that which arises when the officer of
banking house dealing with an ei
barrassed debtor explores with him t
possibilities of the situation, works o
a plan and reports the plan to his s
periors for approval. It would fi
quently happen that such an office
preliminary instructions would be
accept no settlement except paymein full, but it would be well und«,
stood that sucn instructions would r
preclude his discussing proposals ma
or his advancing tentative proposal
Board"« Instructions
"There have been no autboriz

statements as to the policy of t
Debt Funding Commission in this m;
tor or as to the willingness of t
Commission to entertain proposi
other than those laid down in the t
of Congress which involve interest
full at 4ffl per cent and maturity
the end of twenty-five years. There
however, good reason to suppose tl
thf fnnirress. in lavin&r down its ter

of interest r.v. 1 maturity, was merelyreiterating in substance the original
agreement. It would be natural for the
principal, i. e., the Congress, In itt in¬
structions to its agent, f. e. the Debt
Funding Commission, to authorize it to
make a settiment without further au-
hority which involved payment in full,but the principal, i. e., the Congres*.
may very well have felt justified ¿n ex¬
pecting its agent to report for further
authority in case a different sort ofadjustment seemed necessary.""The application of the banker':<
point of view clarifies a good manyproblems. Thus, it is urged on behalf
of certain of our Allies that it is un¬
just to e*p*-et them to reduce the
amount of the German reparations
payments if thci. debts to us t»;e not
to be reduced. A against this, it Í«
contended with propriety and correct¬
ness that, from the standpoint of legn?obligation, there is no connection
whatever between Germa» reparut ionr.
..aid the Inter-Allied debts, and it is
further contended that there is n* con-
Election between the debts of our Allies
among themselves and the debt ot any
orí" ? them to us.
"When, however, one views the mat

ter from the standpoint of the bankoi*
dealing with embarrassed debtors a-
very different situation emerges. The-
banker may properly expect to take
cognizance of every relevant factor af¬
fecting, the future financial prospectsof his debtor. The Debt Funding Com¬
mission, viewing the matter as prae
tical bankers, would, therefore, be in¬
terested in teh reparations prob?-m for
precisely the same reason thai the\
would be interested in tlie revenoe«
and xpendltures and internal debts of
our debtors, their currency situation,
their trade policies and traae relations,
îheir military budgets and other rele
vant matters.

Overhanging Factor
"Parenthetically, it may be observe«!

that the Interallied debt is one of th<
least rugent of the many elements ir
the demoralization of Continents
Europe. iWth the exception of Gréai
Britain, none of our Allies is makinf
Bpyments to us, nor are we making de
manda on them for immediate payment. No exchange is being drawn li
connection with these debts, except thi
British debt. None the less, the Inter
allied debt is a very serious, overhanging factor, which must be cleared ut
before conditions can really be mad«
straight.
"One ventures to express diesenfrom Mr. Hoover's views with diffidence. Hia knowledge of Europeaiconditions is vast, and his practicawisdom is great. Few men indeei

have contributed as much as he to i
clear understanding of these problem«As regards the immediate situation
however, it seems clear that MiHoover's figures present a very undul:optimistic picture. He lists a largnumber of 'invisible items' in the ta
ternational balance sheet which, h
says, 'all combine to furuish a largsupply of our money ta Europe wit!
which they in turn can make paymcr»for interest on debts.' Among tiies
invisible items Mr. Hoover include
'the growing volume of investment
made by our people in foreigcountries.'
"The published records of foreigloans made by American investor*

during the fiscal year ending June 3(
1922.the period of Mr. Hoover's com
putations.indicate that nearly a bil
lion dollars was loaned abroad. Allot
ing for refunding Joans, the amount i
still in excess of $850,000,000. Of thi!
however, only about $244,000,000 w»loaned to Europe. The rest, an amouit
in excess of $600,000,000, was scatter«)
all over the world. Canada receive«
much of it. South America received
large part. The Far East received t
good deal. When this correction i
made, Europe's supposed §750,000,00i
surplus is immediately reduced t<
under $150,000,000.
Trade Relations
"Moreover, when examination I

made of direct trade relations betwe*
Europe and the United States, th
.bowing is less favorable to EuropiThe commodity exports and importbetween Europe and the United State
in the fiscal year ending June 30, 192:
were as follows:
U. S. exports to Europe. .$2,067JWT.fi*;
U. S. imports from Europe 830,473,?]
Excess exports . 1,230,663,8£
Europe's adverse balance with us
thus greater by $73,381,304 than is tl
adverse balance of the world as
whole with us. The same thing- a;
pears when the figures for gold at
silver are examined. Instead of tl
450 millions balance mentioned in M
Hoover's figures, Europe has a balan
of only 360 millions with the Unit«
States.
"Viewing the relations betwe«

Europe and the United States alo:
during the fiscal year just passed,
appears that Europe had a deO'
rather than a surplus of 750 raillio
o:i current item's.
"In so far, moreover, as Europ«

paying powex* in our markets com
from shipments of gold, it is a b
sign rather than a good sign. We ha
too much gold already and Euio
has too little. It is evidence of we«
ness rather than of strength that s
is obliged to continue draining h
inadequate gold reserves in order
meet obligations in this country,
is, moreover, conclusive evidence tr
Europo has no such surplus payi
power in c>ur markets as Mr, Hoove
figures would indicate."

U. S. Bank Heads Visit Sweden
Stronger Links Forged for Financial Co-operation

by National City Officials; Russian
Trade Discussed

i Special Foreign Financiol Correspondence
STOCKHOLM, Oct. 28.~-New and |

stronger links in the financial co-op-
eration between America and Sweden

j are being formed through the visit in
Stockholm of the heads of the Na-1
tional City Bank of New York.Charles
E. Mitchell, president; Eric P. Swen-
son, chairman of the board, and George
K. Weeks, European vice-president.
During their stay in Stockholm the
representatives of the American bank
met and formed personal connections
With their correspondents and clients,
and were also granted Iho distinction

i of a personal audience with the King
of Sweden.
Among the things discussed by these

American visitors was th© question of
Swedish co-operation with Russia and
Sweden's successful methods of com¬
mercial exchange with that country.
Recent reports show an incr-jase in the
Swedish - Russian trade. Russia has
been exporting quantities of aspen
wood to Sweden, to be used by the
Swedish match manufacturers. A con¬
signment of 1,755 bales of Russian flax
has just been received by the Swedish
Fla*-*. Spinners' Association. Swedish

|

financiers *now hope that thé visit ©£,
the American bankers will contribute
toward tho realization of Sweden's as¬
pirations to become a financial ana
commercial clearing center for Ameri-f
can trade operations in Russia.
Swedish exports continue to devela*»

favorably, as shown by the official re-»
ports just publiahed. Wood pulp sale«;
aro good, and many Swedish mills ar«1
fully booked with order.s up to the e.nd
of the year. Timber sales for export:
are also progressing and it is calen-
lated that nearly 800,000 standard»
have now been sold, while foreign buy¬
ers, especially England, are beginning
to buy more enthusiastically for 1§25
shipment.
The Waterfalls Board has requested

new appropriations of 6,500,000 Kronor*
(about $1,700,000) for continuation of
the work of distributing electrical en¬
ergy throughout the country. Up to
the present over 70,000,000 kronor
(about $18,700,000) have been appro¬
priated for building planta to distrib¬
ute electricity. The result is thai*
nearly one-half of the entire farrsint»
are» of the country has b.n electrified,
and Sweden is at prêtant the mom:
widely electrified country in ih* world.


