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Ligman Considers De-.
b of the Value
of Stockholders’ ty
One of Chief Difficulties

sory Consolidation
the Government Is a

By F. J- Limlm |
.<[E transportation act of|
Y 1920, generally known as the |
. Pach-Cumming bill, containa]
¢ mandate to the Interstate 1
. eree Commission to prepare
nd adopt 8 plan for the consolida-‘
wa“&-rsilwly properties into a [
imited mmber of systems. Thesel
.z &l preserve competition, |
g channels of trade and |
g are to be maintained. The |
w shall be s0 arranged t.hnti
the et of handling their business |
sall average about the same, and |
ey shall earn substantially t.hel
ame rate of return on the value of
eir respective properties. After|
e commission has prepared such a
ustive reorganization scheme, it
g ordered to hold hearings and
fally adopt and publish a plan.
fhe commission has been faithfully
plavoring to carry out this mandate
ma Congress, snd has turned the
m ever to Commissioner Hall,
gt of the older members of the com-
gsion, who is by nature & very thor-
sth and painstaking student. In the
‘umnwhile, in accordance with instrue-
;4 of the commission, Professor Rip-
ig,of Harvard, after careful study and
fesesion with the railroad officials of
#eountry, has worked out a plan
wich wes published by the commis-
5 about & year ago.
ifased on this plan, hearings have
jea beld in Washington in connection
o the Southeastern groups. Hear-
3 ase to commenge shortly in Wash-
-ggien for the purpose of formulating
i fefinite plan for the Northwestern
gwp Under the Ripley plam, tenta-
iniyspproved by the Interstate Com-
gies Gommission, the lines north and
wtef the Twin Cities are to be con-
wilitad into two systems, which will
ated from Chicago to Portiand, Ta-
wmisd Beattle. The Great Northern
i taks over the Chicago, Milwaukee
kTl and all its subsidisry com-
skl in order to give it some ad-
fitwll od  revenue-producing prop-
i il also to mbsorb the very |
dore carriers terminating at |
B he Duluth & Iron Range and |
\edith, Missabe & Northern Rail- |
#j Ihe Northern Pacific is to take |
mede Chicago, Burlington & Quincy. |
{gress and the commiszsion theo- |
sally will dispose of the various |
almad properties, but the stockhold- |
fand monagement of these roads in
#ity cases do not agree with the com-
uglon as to the desirability or value
i the pronosed eonsolidation.
The C, B. & Q. is a fine property,
wisting from Chicago westerly and
wrthwe itorly. Its main stemn runs to
Emtany, eltlough it is counted as |
imong the strong lines running be- |
imeen Chicego and Kansas City, St
lonls and Kansas City, Chicago and
dmaha, Omaha to Denver, Kansas City
 Denver, Chicago to the Twin Citfes,
fde. It was one of the flvst roads built
it of Chicago into the great Middle
Western country, and it has the best,
# nearly the best, terminals in practi-
‘ally ull the cities reached by it. It |
8 had the benefit of continuity of |
mliey and management for the aixty-
1% years of its existence, and has al-
TR been conservatively capitalized.
"ha bave been set aside annually
' “?'lmnnm‘.n for sinking fund pur-
M which (n the course of two gen-
have greatly reduced its
bt

Bill Smw Possibilities
F The lste James J. Hill fully visual-
el the strongth of thia property
Yk he bought in 1901 in order ‘o
fi% the two railroads ¥hich he at that
dominated, the Northern Pacific
1 the Great Nerthern, not only an
from the Twin Cities into
fiesgo, but alos the line from Bil-
o Mont, thruugh the Wyoming coal
1t Denve o, and through the agri-
< manufseturing districts
Nebraz.a, Towa &nd Illinois to all
ot points in the Missouri and
fppi valleys.
R HI in 1901 was anxious to merge
1 ﬁi‘;ﬁh'ﬁ Pacific and the Great
i And at that time the North-
:--sﬁﬂlﬁlles Company was devized
“:h“ Purpose, but was subsequently
“uared an {l{ega) holding company by
Teme. Conr'. For the last
iex years the o twe great prop-
- have reaily been eomtrolled by
L= Hil ln]‘.erests. thongh In accord-
\@ with the law the properties have
" Operated separately. Application
MW pending befora the Interstate
& oree Commission for the priv-
% of merging the three . arporations
8t i3, the Great Northern, Northern
and the Chicago, Burlington &
« As snbstantialiy all the stock
g e +B. & Q. is owned by the other
i Tporations, and since both the
o = Northern and the Northern Pa-
= ¥ave only one class of stock sell-
'PPMimatal:l at the seme price,
: . probiem of merging the
:%‘_'“mdl. would be rather simpla,
; orthern Pacifie, however, is by
Mronger in engh asseis than the
4. Northern,
ﬁ? 28 the larger cities are con-
* % Montans, Idaho and Wash.
¥Ee 8L Paul, which is supposed
¥ - with the Great Northern, ie
%8 much competitive with the
8% with the Nortiern Pacifie,
PRaies compete at Great Falls,
Butte, Spokane, Tacoms
-wmg_ and at Port-

tacles to In:voluntary Ra
 As Presented by Northwestern Group

What Retailers ‘Are Buying

This congestion was forecast weeks a
stock up,

ductions are bein
December 1,
with tha publie,
in {nducin
therefore, become manifest this wint
this fur, hut whether n g
be seriously considered by the trade.

firm. Materials snd furs

has been expected.
made in & varied sssortment
$10.76 to broadtail cloth nnd
demand.

A number of manufacturers are
chiefly in taffetas.
very smart two and three
$69.50. Cloth dresscs are
But cheaper dresses have begun to o
of lots, excellent in quality, have
prices, among them & basemer
black, navy and brown.

Waists offered include a new liye
blouses are shown in white, bisqus,
brown. The jacquette hlousc
range,
Frisco cloths, with the high collar.

uﬂering.

(This is the sixteenth of a
wholesale markets by Mr. Fantl,
—Finanecial and Businezs Editor.)

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.

especially for the holidays.
chandise cannot be delivered by manufacturers,

made in order to dispose of ali supplies in hand by
Retailers generally have

and extensive advertising
consumers to take up the numercuy offerings. There should,

rave reaction will ensue next year ias a factor to

Demand peraists strongly for coats of ull deseriptions,
of the better sort ars inclined to be acarce,
continuance of warm weather is likely, however, to break prices sooner than

Jecquettes, box coats and Balkan blouses, now being
of materinla ranging from gray astrachan at
other fur fabrics, are subject still to unusual

A new material ealled
fece outfits that rangs in price from $39.50 to
eing enlled for freely and are in good sup{iy.

«m in the form of a tricotine dress in

holds its own throughout the entire
There are some new gkating blouses in duvetyne, velvets, krim{ and

An attractive accesaory of the week
uesigned to match the colors of bathrobes,

series of weekly surveys of the New York
who is a well known resident buyer.

o and in ample time to let every one
Yet a great deal of holiday mer-

In furs Hudsen seal re-

made strong cards of lowered prices
appears to be exercising influence

or an apparently great popularity for

Prices remnin
A

showing new spring lines of drease_n,
“Arabian print” has appeared in

coumulnte on the racks and a mum
en obtainnble at distinil

er
reatonable

made mostl

in long sleeves. Holiday
cocoa, gol

, honey, green, navy and
rice

ig_the corduroy boudoir slipper,
They make an excellent holiday

il Mergers

?Believes

land, Ore. It makes, therefore, very
little difference to the public whether
the 5t. Faul or the Northern Paclfic is
merged with the Great Northern. As
far as financial stren-th is concerned,
it makes quite a differc:cs to the Mil-
wiukee & St. Paul stockholders whether
they can get the financial strength of
the Great Northern with its $2560,000,-
000 of stock, meiling at 80, behind the
equities in their property.

Prices for Stocks

If the Interstate Commerce Gommis-
sion should deny the request of the
Northern Pacific and Great Northern to
merge with the Chicago, Burlington &
Quiney, but should favor tha 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 cwnership of the
capital stock of the C. B. & Q.

Congress has unquestionably the con-
stitutional right to give mny railroad
company the privilege of condemning
the property of snother railroad com-
pany, just as any railroad company
now has the right of acquiring any
picce of property for railroad purposes
by condemnstion preceedings, but Con-
gress under the Coustitution has no
right to make any corporation pay the
price for any property beyond what
the directors of the company meay 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-
italizatlon. This wvaluation has not
been accepted yet as adequate by the
company, but assuming that it should
admit that its property i{s worth 2100,
000,000 more than its outstanding ee-
curitiea and suppesing further that
Congress were to give authority to coan-
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 pramium
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.
& Q.

If the Great Northern and Chicago,
Milwaukee & St. Paul are to be con-
solidated, how is the wvalue 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 commoen stock Trepre-
sents 100 cente on the dollar in
physical property. She same is un-

gquestionably the case with the S!SO.-[

000,000 Great Northern stock. The two
classes of stock of the Chicago, Mil-
waukee & 5t. Paul are selling on an
average of about 65 per cent discount,
which in actusl figures means about
$£160,000,000. There ia no conceivable
right under the Constitution “which
could compel the Chicago, Milwaukee
& St. Paul stockholders to wsell their
property for less than its feir value.
Thig fair value might be physicsl 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 & S5t. Paul pre-
ferred stockholders were to get, eay, 66
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

naking the stockholders of the Great

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

Steel Corporation Roads
The ease of the iron ore roads re-
ferred to, running out of Duluth, is
somewhat different. The stock of these
companies is owned by the United
States Steel Corporation and these
companies have been earning consider-
akly more than 6 per e.ent on their
capitslization over & series of yoars.
They are supposed to divide their sur-
plus above 8 per cent with the govern-
bent, but the legality of this elanse is
still to be determined. The writer does
not believe that the Bupreme Court will
old this
:ﬁ? !a‘:r in effect seys that if any rail-
rozd should in any year exrn more than
§ per cent 1t must divide the surplus,
but if it earns less than 6 per cent it
must earry all the deficit. In other
words, Congress at nresont says to the
owners of railroads, If juu molie more

provision because the pres- |

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 earn any less than a fair rate,
the loss is entirely yours.” Unguestion-
ably, the Supreme Court iz bound to
hold that the railroad companies must
&t least be entitled to the current rate
of interest for the lean years as well
as for the fat ones and quite likely this
court will hold that ¢ per cent is not
a fair rate of interest where a serious
risk is invoived. 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 te sell its own-
erahip in these rallroads, 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
iproﬁtu to 6 per cent iz constitutional,
nor at & price to be fixed at which
these properties may arbitarily be
purchased by a third party.

Looking at the matier from these
angles, compulsory consolidation is a
long way off. If Congress should
| enngt 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 Commisrion-—shall it
| permit voluntary consnlidation of the |

| three so-called Hill ronds or shall it
deny the appllcation for merper? If
the application s denied the Great
Northern would vndoubtedly hold out
for high prices for its equity in the
C. B. & Q. and would probably prevent
the merger of the C. B. & Q. with the
Northern Pacifie.

The writer believes that the public
would be best served by maintaining
| the independence of the three through
linies between the Twin Cities and the
Pacifie Coast; that is, the Great North-
ern, Northern Pacific and Milwaukee
roads. These, together with the Cana-
dian llnes 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 83 aid the

|development. of the country. Of course, |

| there is great room for a difference of
| opinion on this subject.
1

| Another Combination

| The writer and many others believe
that the Great Northern and the Chi-
cego & Northweatern would fit very

|

Great Northern, |
N!:rthern Pacific and|
Milwaukee Roads Should!
Be Independent Lines
Would Maintain Rivalry!
C., M. & St. P. Should Be

Combined With the|
Union Pcific, He Thinks

much better together, and that the C.,
|1{. & St. P. should he merged with the
Unien Pacifie. By such a merger com-
petition would be better maintained
than under the proposed plan. The
Union Pacifie, however, does not want
to merge with any road. It takes the
position that the road terminates at
Omaha, at which point it can keep an
open  pgataway and exchunge traffic

'Ifrnely with any and all railroads ter.
minating there.

There are six roads between Chicago
end Omaha, with approximately the
same mileage between the two cities,
among them being tha 1llinoig Central,
in which the Union Pucific has a large
ownership. The Union Pacifie man-
(aement believes that the interest of
:1.;3 stockholders, ns well ag of the pub-
lic along ita connecting lines, is hest
served by this free nterchenge. As-
suming that It may legally be done, is
it wise to substitute the judgment of
Congress and the Interstate Commaerce
Commission for that of the security |
holders who hava money invested inI
the respective properties?

During the car shortage of 1019-'20,
while the present transportation act
was being formulnted, every shipper |
located on a weak road thought he could
get very much better service if the
waak line on which he was dependent
were absorbed by a strong company. It
was this thought prevalent at the time
which dominated in the framing of the
law. Senator Cummins, who is the man
responsible for this particular provi-
!aion, is understood to be contemplat-
{ing the addition of some mandatory
| provision which will put teeth into hiz
:comolidntion scheme, The only thought-
(thus far mentioned ia to provide for
| compulsory Federal incorporation on |
| the part of the railronds. This Federal |
. incorporation act iy to contain the pro-
}\-ision that companies tuking the bene-
| fite of it must be willing, more or lens, |
| to consolidate with other corporations |
| in nceordance with the instructions of |
{the Interstate Commerce Commicaion.
| Presumably companies which will not
'!incorpomta under such an act may be

state commlissions or be thrown to the
wolves!

Many doubt thal compulsery consol-
idation is practicable without a constl- |
tuticnal amendment. Whether such an |
amendment would meet with popular
approval and be accepted by thirty-six |
of the Legislatures out of the forty-!
eight states is uncertain. Assuming all |
this can be done, compulsory consoli-|
dation is at least ten years ahead of
us. In the mean while, no doubt, vol-|
untary consolidation will proceed just|
as soon as the railroads achieve a rea-|
ronoble amount of prosperity. Now
that the labor problem doea not look
go ominous, possibly consolidation
along established lines may proceed.

Previous Combines

Looking at the railroad map of the
United States we find that a consid-
erable consolidation actually did take
place prior to the enactment of the
Sherman law, which prohibits the con-
asolidation of competing linca. Up to
about 1900 it was generally assumed
that the Sherman law was not intended
to apply t othe rtailroads, and consolida- |
tion of wvarious weak lines
strong systems was eteadily reducing |
the number of corporations.
New Iingland was divided up among|

| them in 1822,

Railroads’ Earning |
No. 25—Lehigh Valley' |

Power

the fwant

] enty-fifth of a sories of forty
daily dise

unsions of the preseit earning
pewer of the lsading American stoam
railroads. At the request of The Twrib-
umne, .Hu'ne otudivs wers undortoken by
the ."ﬁfandrwti Statisties Company, Ine.,
of New Yor_k, which had prepared the
papera and is securing a copyright for

! The twenty-sicth article
will appear to-marrow
Missouri Pacifie.—Finaneial Editor.)

With the substantial develo
Lehigh Valley's earning power during
the last fifteen vears jts gecuritiea
fave aftained high favor among in-
vestora, Stockholders have honn treated
handsomely in the wiy of dividends,
Under norma
compuny should easily be able to sarn
the l!}\‘l{ll“ndd it puys by 8 comfortalle
margin without tha necessity of heavy
drafts upon its coal properties. In the
event that a eegregation plan for dis-
posal of the coal properties in apreed
upon Lehigh Valley stockholders will
doubtiess receive valuable rights.

Based upon the latest " urng Le-
high Valley's indieated earnings from
its railroad operations thy year look
amn]l.‘ It is guite likely, however, that
a considerahle improvement will set in
now that the strikes are over snd canl
moving in heavy volume, It is also
probable that the coal properties are
in a position to contribute in case of
need, A brief analysis of tha Lehigh
Valley situation followa: A

Growth of Capitalization

*Funded Com. Tatnl
Year, Dabt Stoele. 5

Cap.
1RIZ. . .$116,300,000 §60,500.000 ;1'.'n_sn‘-?|,nun
1823, 133,400,000 60,600,000 103,900,000

Ine, (%) 2t e e
*Including bonds of leassd lnem whose
sarnings are Ineluded In Lhe Lehigh Val-
ley Income account,

Belween 1912 and 1922 the operated
mileage increased from 1,441 miles to
1,449 miles, or 1 per cont,

Estimated Property Value
The estimnted value of the company's
property is $232,000,000, or about 20
per cent in exceas of total capitaliza-
tion. If funded debt, together with the
small outstanding amount of preferred

pment of

stock, should be theoretically retired at |

par, there would remain an’ equity for
the common stock in this property value

equivalent to §81 a share of $50 par
value,

Growth of Revenues

Oross Nat After Total
Year, Tev, Tnxes. e,
I01E. ... §06,800,000 §10,400,000 512,200,000
*1022... LR 800,000 1,600,000 18,200,000
Ing, (66) 9% 186 5%
*Estimated. fhecreass,
Enrnings for 1922 are estimated,

these estimates being based on the
normal seasonal vaorfatlons of
gross and net taken in conjunction with
actual earnings to date of latest
nonthly report,

The big decressc in estimuated net
revenue after taxes for 1922, compared
wilhh the metual for 1012, is due to the
loss of traffic on account of the coal
glrike, About B0 per cent of the total
tonnage haunled by the Lehigh Valley
consists of anthraelte coal, and the lacic
of this traffic naturally caused earnings
to fall off sharply, but the resumption
of the cenl movement in niere than
normal volume with the ending of the
strike should help the situation mnte-
rinlly. The large increase in the

ysars accounts for the excess of esti-

and will deal with | PRYMents were maintained, ranging in

[ urn

, paid in 1904,
ieent in 1011 an

| operating conditions the |

both |

mated total income for 1022 over the
actunl for 19132,

Dividend Record

The Lehigh Vallay Rajlroad was
chartered in 1848, the present titlo be-
ing taken in 1853. An initial cash divi-
dend of § per cent was peid on the com-
mon stoel in 1858, Thereafter vegular
®0m® venrs as high

' as 10 per cont,
Lil the end of 1893,

The next divi-
dend (1 per cent) on the common was
The rate rose to 10 per
d wan maintained there
8, but in 1010 was ro-
! {;er cent, where it has since
| remuined. During the dividend paying
| years there were oceasionul extra divie
[ dends paid both in cash and in stook,

. The company also has outstanding an |
{1esua of $106,800 10 per cent cumuln- |
| ive preferred stock. As the issue iz an
| small it has been disregarded in the
(compilation of the tables and its divi-
| dind included with fixed charges.

Margin of Safety |
Thae marging of safety above interest
iand dividend payments ghown in the
| table below are figured on the basls
of the percentage that earnings avail-
able for interest and dividends would
have to deeline in order to just meet
the necessary requirements. Thus in
1813, if total income had been 19 per
cent leas, only enough wonld have been
earned to cover fixed charges und divi-
dends on the common stock, If total |
income had fallen to the extent of 1
per cent flxed charges (including the
small preferred dividend) slone would
have been covered. I
The defieit shown in 1912 (minus am)

| for some yea
| duced to 7

cent eash dividend out of accumulated |
surplus, Total income of that year |
would have had to be 60 per cent larger |
in order to have covered the entire reg- |
ular and extra payment® without shaow- |
ing a loss.

Fixed Commen

BT, charges., dividends,

Lo R A R e PSR 3 —68
#1913, 401 119
*1814 v 4B - 8
21916 180 Ly
1018 i ~FBb =11
1817 o 02 -+ 3
1818 P R L4
1910 . 438 T
1820, 61 442
1821, d.pd L3y
A + 7

| 410220 )
l

“Years ended Juns 30. $Estimated.

For many yenrs, Lehigh Valley has
held ownership of some very wvaluable
coal Fruducing properties in the an-
thracite fielda of Pennsylvania, On |
December 6, 1920, the Supreme Court
of the United States decieed that the
holding of these properties by the rail-
road was not only in violation of Sher-
man anti-trust law but also of the!
commodities clause of the Interstate |
{ Commerce uet, !
Un October 6, 19:21. the vailroad filed
|its segregation plan with the Distriet
|L'(.-urt. The plan was objected to by
jeoungel for the government on the
[ground that it did net properly earry
out the decree of dissolution. The
| matter was scheduled for further hoar-
|in§ but subsequently the hearing was
| indefinitely poatponed.
| Until 1820, Le igh Valley only paid
| itgelf moderate dividends from its coal
| companies, allowing their surpluszes to |
| accumulate.  But in 1820 and 1921,
\while it was recovering from the ef-

fects of governmeni control, it drew
|heavi1y upon these redources to help
| in tidin

over. The company can un-

jamount of income received from the | doubtedly do so again this year if nead | - 3 th
turned over as a prey to the varlous company's coal properties in recent be in order to offsct in & measure the |Amount of the debt would uitimately be

| effects of the coal strike upon earnings. |

two railroad systems, excepting only
the main line of the Boston & Alhany,
which became the main stem of the
New York Central system from Albany
to Beston, and a north and south line
to conneet 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

| the southeast the Southern Railway

syatem containa a number of parallel
lines more or less potentially competi-
tive with each other. West of Chieago

in the Chicego, Milwaukea & St. Paul |

system there was a consolidation of a
number of lines similarly potentially
n::.-mmt',it.ivc with each other. Congculi-
dation aloag such lines proceecded more
or less throughout the country.

It is the belief of the writer that the
froe forces of commercial competition
and of seund and intelligent self-in-
terest properly held in restraint by
the Interatate Commerce Commiasion

]IGalen L. Stone to Retire
From Hayden, Stone & Co.

Hayden, Stone & Co, announced yes-
terday that Galen L. Stone will retire
ag & partner on January 1 next. Con-
cerning his coming retirement Mr.
Stone said:

“This action is in pursuance 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. T shall eontinue to have the
| keenest interest in Hayden, Stone &
| Co., and shall make my headquarters
|'in its Bostu and New York offices,”

Hayden, &uiie & Co. began business

!on February 15, 1892, For many years
[the business was almost wholly that
|of  commission  Stock Exch:mgn
| brokers, but within recent years the
| firm has increased the secope of its
| operations to include the purchase and
L diztribution of inveastment honds, prc-!

|

| feired stocks and general corporation
| finaneing. [

5 British Trade Figures

LIVERTOOL, 11.—The

Nov, following

EMPTATIONS in the financial world

are many, and even the virtuous
occasionally falter. Eli 8. Newberger,
member of the New York Stock Ex-
change, hae been suspended for ten
daya for what is perhaps the mildest
violation of the rules ever punished 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 Ohlo State-Michigan football
game and did not first submit 1t for
approval to the business conduet com-
| mittee of the New York Stock Ex-
| change in accordance with the rules.

The purposea 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 was mot an
ordinary busine#s seeking advertise-
ment, and because of this apparently
the man handling it assumed it was
unnecessary to get the official 0. K.
The Stock Exchange is to be com-
mended for its zeal in insisting on
having its rules obeyed. On the other
hand, we feel sympathy for the aus-
pvended member, whose error wos ex-
ceedingly nllg:at. {7

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, shonld
not be further changed to heighten the
| artistic and human intersst character
of the copy of members is perhaps de-
batable. We shonld like to see greater

use of the imagination In brokerage

| advertising,. We think ethical firms

" could attain this desideratum without

| gacrificing onz lota of truth. The edu-
| eational aspects of Stock Exchange sd-
vertisipg could be enormously height-
I ;

e Aljng {

By Merryle Stanley Rukeyser

| ened if the restrictions were further |
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 atimulate
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-
geat the organization of a Wall Street
rhilological elub 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 seem
desirable.

* . .

The term “speculative” is used to
signify many things. To us it means
“to invelve 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 ia 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 eseaped, although they
enn be shifted. In Congress “specula-
tion" s often used ez a term of op-
probriumt. by the political scientists
from the agricultural districts.

In the investment column securities
are frequently dubbed “epeculative.”
The description does not damn them,
except for those unequipped with eapi-

|an‘ the Board of Trade fAgures for the
into the | will be much more beneficial to the | month of October: Sl i
‘ - o o 17 fan T tmporte L0 ey SRR B

public than eompulsory consolidation l-‘.?;t;?ntru ‘;’! iritiah Droduots .o ‘3}?33.33

All of | which wiill necessarily be of doubtful 'ilig'.'.:iuic:;:c?fié ........ (e

legality for many years. lxceas of imports ... 18,450,000
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We rceognize the social value of wild-
eatting and experimentation in indus-
try, Economic progress, like all other
made to a large degree
Suech experi-

ndvance, is

through trial and error.

| mentation is expensive, and it is in-

evitable that losses should ensue. If
vapital would not flow into such new
enterprises it would be desirable to in-
vent a method of compulzion. We say
that in no mond of extending comfort
to stock jobbers and venders of blue
sky securities. Their erime is all the
more heinous beesuse 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. Ne
crossing of the industrial frontier re-
sults from their campaigns of misrep-
regentation. The fakers tend to dis-
cenrage the flow of moncy into necea-
sary experimental work. Of courge,
this advance to new knowledge and to
new industrial methods is not exclu-
sively the task of new ventures. Going
concerns, which are equal to their op-
portunities, are perpetually allowing in
iheir budgets for research and experi-
ment,

. - .

Flattening the Curve

Instead of fatalism, a studied at-
tempt to understand and centrol the
business eyele 1s urged by a committee
of expefts appointed by Secratary
Hoover to carry along the work initi-
gted by the President’s Cenference on
Unemployment, which adjourned in Oe-
tober, 1821, The committee of experts
will embody their scientific recommen-
dations in a special report, Edward
Eyre Hunt, secretary of the Conference

tal and intelligence to assume the risk
involvad. - piiele . ¢

on Unemployment, gives & preliminsry

g !
in an article in the current number o1.'|1
the quarterly published by the Ameri-’
can Associntion for Labor Legislation. |
“If all branches of our public works |
and construction work of our public|
| utilities—the railways, the telaphones |
and dilers—could systematically mat:!
| aside financial reserves to be pmvidedi
E in times of prosperity for the deliber-
[ ate purpose of improvement and ex-
| pansion i times of depression we
| would not oniy decrease the depth of
!depressiona. but we would at the same
time diminigh the height of booms. A
farther advan’ :0 of the proposal is
that our plant i id equipment would be
built in times of lower costs than is
rnow the cage when the contractor com-
petes with consumable gooda 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 i
the ‘reserve army of lahor,” The sec- |
ond measure is intended primarily t"F
reduce the sufferings of the unem-|
ployed, but it is also expected to pre-
vent the purchasing power of wa_ge-]
earners from shrinking as mueh as it
duves now in depressions and to limit
the height of the boom to the-extent_'
that the parties engaged in industry

[1‘011:.'“' of the work of the specidliats

of whieh sueh allowances zre to ba
paid. :

the problem of unemployment ia receiv-
i nttention at this time when no
crisis exists. Too often folk have been
inelined to ignore the question except
when the situation became acute and

was caused by tha payment of a 10 per | i

i1y

iveloping, in co-operation with Europenn

contribute to the reserve funds out|of

it is » hopeful pign to perceive that|g

Disagrees With Hoover -
On Inter-Allied Debts.

Dr. Anderson Disputes Europe’s Posses-
sion of Paying Power Now ; Urges Con-
sideration as Banking Problem

ISPUTING the possession of of inferest crd maturity, was merely
D surplus paying power in our relterating in substance the original

; agreement. It would be natural for the
markets credited by Secre-| principal, i. e., the Congress, in 125 .
tary of Commerce Hoover to urope, | simictlons to its ageat T 'e. the b
Dr. B, M. Anderson jr., economist of | make & settiment without further au-
tha Chase National Bank, in an ad- g"["‘t}]""t-hitih ii“\":ivrd paymer?, in fall,
dress delivered yesterday befure the mu.._.,. \.: »P:v:ﬁ ‘,’,';‘:.._ ';u?{ j:'.i:;ﬂ;%nf“ﬂi:;_'
Arizona Bankers' Association at Bis- | pecting its agent to report for further
bee, Ariz, urged congideration of in-
ter-Aillied debts as a banking prob-
lem. He contended that, instead of
a surplus over the last year, Europe
kad a deficit in eurrent account re-
lations with the United States and
ceclared that, treated from the

adjustment seemed necessary.”

"“The appllcation of the banker's
point of view clarifies & good many
probleme. Thua, it is urzeg on behalf
of certain of our Allies that it iz un-
just to expeect them to redues the
amount of the German reparations
payments if thei: debts to uw aze not
to be reduced. A against this, it ix
i i contended with propriety and eorreet-
banking standpoint and regardless | ness that, from the atandpoint of Tega!
of the political or sentimental ele- | ¢bligntion, there ic no connection
! i : = in | Whatever between German reparations
ments in the situation, some modifi- and the Inter-Allied debts, and il is
cation of the debts due the United | further contanded that there is pe non-

: A | nection between the debts of our Allles
States from the Allies was desirable, | among themselves and the debt of any
A fegture of Dr. Anderson’s treatise! onr ]‘;'.“mvrn to us. :
was his defense of the powers of the| “When, however, one views the mat
: j ¥ X int of the banks
American Debt Funding Commission. | ied !mm EN standpo
Concading that the powers of thia| c]o:lmdgﬂ_witht e{’:b"{i?“edcfebwr%h:
;\«ﬂ"?y to vmtm'I into a final pact with the Liif;:”' :‘;;n p:o;:rly ",:;lctﬂt:; take
les were limited, Dr. Anderson at- | reil o ; :
tributed to it the ability and capﬂcity-?gﬂ‘ﬂ“{: "f, et"ry gelwn_ni. factor “{'
to initiate and negotiate, subject to ‘;.01"{“*& b:o u-}f;enﬁl;“;m d;grusgecr:
approval by Congress, a far-reaching . 118 de & ik eth S L‘;E g ":.n:_
and practicable agreement. He broad- | M1%810n. Viewing the matier as p
tical bankers, would, therdfore, be in-

agresd with the poeaition of the ¢ Wi
g i | terested in teh reparationa probi-m for
Right Honorable Reg?nald McKenna, | precisely the same remson thai the:

presented before the Ametrican Bank- . : EvaTraaN
ers Association, that for the immedi-| w"c‘l‘ld be intergsted in the t "t;- “f
nte present Amsrica can expect to col.| &7 xpenditures and internal debts o
lect” little on these debts and with | 2UF, debtors, their currency situation,

their trade policies and trade relations,

Mr. Hoover that over the long run = x =
future subetantial payments con he :T:: ::;ilt:_;’ budgets snd other vele

anticipated.

After asserling that it was not
necessary to urge moral or senti-
mental grosnds for refraining from
exacting payment in full when eco-
nomic and banking conalderations so
clearly pointed the sume way, Dr.
Anderson said, in part:

Overhanging Factor

“Parenthetically, it may be ohserved
that the Internllied debt is one of the
least rugent of the many elements in
the demoralization of Continental
Europe. iWth the exception of Grest
Britain, none of our Allies is making
apyments to us, nor are we making de-
mands on them for immediate pay-
ment, No exchange is being drawn in
connection with these debts, except the
Hritish debt. None the leas, the Inter
allied debt is & very serious, overhang
ing factor, which must be cleared un
before conditions can really be made
straight.

“One ventures to express dissent
from Mr. Hoover's views with difii-
dence. His knowledge of Europearn:
| conditiops is vast, and his practical
| wisdom im great. Few men indeed
| have contributed as much as he to
| elear understanding of these problems.
As regards the immediate situation.
however, it seems clear that Mr.
Hoover's figures present a very unduly
optimistic picture, He lists a lsrgs
number of ‘invisible items’ in the in-
ternaticnal balanece sheet which, he
saye, ‘all combine to furnish a large
supply of our money i@ Europe with
which they in turn can make paymens
for interest on debts’ Among tiese
| invisible items Mr. Hoover includes
| ‘the growing wolume of investments
| made hy our people in foreign
vountries,’

“The published records of foreign
loans made by American investors,
during the fiscal year ending June 30.
1922—the period of Mr. Hoover's com-
putations—indicate that nearly a bil-

Would Compromise

"If » bank were in the pozition of
the United States government, of hav-
ing made & bad loan or a loan difficult
of collection, and if it could not collect
in full af muturity, it wouid consider
compromise proposals, involving exten-
sion of time, reduction of interest rate,
walving of Intevest for a period, ete.
The bank would, moreover, inquire into
the details of the debtor's position,
including his aesets and receivables, his
income and expenditures and his other
debts. The bank would be concerned if
dividends were being paid by its debtor
and if unnecessarily high salaries wers
being puaid. The bank would he espe-
cially conecerned if the debtor were un-
dertaking new borrowing for purposes
of expunsion or plant extension. There
would be no point to the hank’s making
gny compromise of its debt unless
thare were such a general resdjust-
ment a8 to make sure thet the reduced

paid.

“It is important to distinguish be-
tween repudiation and cancellation.
Repudiation §s the defiant and nngrate-
ful net of a debtor. Cancellation is the
generous act of a creditor. It would
not be possible for Eurepe o repudiate
tkease debts without undermining the
whole fabric of international good
faith, It would, however, be possible
for the United States government to
reduce, modify or even cancel these
debts without in any way undermining
internationsl good faith.

“The fact that the Debt Funding
Commigsion is not empowered to re-
duce, modify or cancel any of the debt,

atill in excesa of $850,000,000, Of this,

loaned to Europe. The rest, an amount
in excess of 3&80,000,0(10, was scattered

all over the world. Canada received

; much of it. South Ameriea received a
and that the only conclusive bargaina large part. The Far East reccived a
which it could work out with Eurove | giod deal, When this correction i

would be on the basis of interest at 41}
per cent and maturity at the end of
twenty-five years, hes been supposed
by many to limit ite powers so great]y

made, Europe's supnosed $750,000,000
surplus ig immediately reduced ¢
under §150,000,000,

that it can practically sceomplish i
nothing. This view seems to be er- Trade Re!atwus ]
roneous. There i3 nothing to prevent “Moreover, when examination {s

the commission from exploring every | made of direct trade relations hetwesn
poesibility, from rfi:erlnining every | Europe and the United States, the
possible pronosal. There is nothing o showing ia less favorable to Eurcpe.
prevent its initiating any proposal that | The commodity exports and imports
scems wisp fo it, in discuzsions with | botween Europe and the United States
ite Furopean confreres. There is noth- | in the fisenl year ending June 30, 1922,
ing to prevent the commission from de- i were as followa:

U. 8. exports to Europe. .$2,067,027.405
commissions, a comprehensive plan, in- |1, & imports from Europes 830, Ti2
volving the inter-Allied debt and all | Excess exports 1,236,663 805
related matters, and submitting it with Europe's adverse balance with us is
its recommendations to the Congress thus greater by £73,351,304 than is the
of the United States,

“The aituation again is not unlike whole with us.
that which arizes when the officer of a |pears when the figures for
banking house dealing with an em-|silver are examined. Instead of the
barrassed debtor explores with him the | 450 millions balance menticned in Mr.
possihilities of the situation, works out Hoover's figures, Europe has a balance
n plan and reports the plan to his su- |of only 860 millions with the United
periors for approval. It would fre- | States.
quently happen that such an officer’s | “Viewing the relations betwesn
preliminary instructions would be to | Eurepe and the United States alone
uccept no seftiement except payment | during the fiscal year just pugsed, it
in full, but it would be well under- | appears that Europe had a deflelt
stood that such instructions would not [vather than a surplus of 750 millions
preelnde his discuesing proposals mada | an current items.
or his advancing tentative proposals. | “In so far, morecver, as Europe’s

" ' |paying power in our markeis comes
Board’s fnstructlons_ l‘rom shipmenin of gold, it is a bad
“Thera have been no authorizad

| sign rather than a good sign.” We have
statements as to the poliey of the

|tpo much
Debt Funding Commission in this mat-

The same thing ap-

has too l!ttle.h s A G
ter or as to the willingness of the |Ness rather than of strem tha
Commission.. io - snteriain proposals | is obliged to continue drainin :
other than thoso laid down in the act  inadeguate gold reserves in order to
of Congress which involve interest in |meet obligations in this ecountry, It
full at ¢M per cent and maturity at r
the end of twenty-five years, There is, | Europe has no such surplus psyi
however, good reason te suppose that wer in cur markets :a Mr. Hoover's
the Congress, in laying down its terms |figures would indicate.

o

U. S. Bank Heads Visit Swede; -

Stronger Links Forged for Financial Co-operation
' by National City Officials; Russian
Trade Discussed

Special Foreign Financiel Oorrespondence | financiers now hope that thé viait

STOCKHOLM, Oct. 28.—New and
stronger links in the financial eo-op-
eration between America and Sweden
are being formed throngh the visit in
Stoekholm of the heads of the Na-

tional City Bank of New York—Charles

pirations to become a financial az
commercial clearing center for Ame
can trade operations in Russia,
Swedigh exports continue h
favorably, as shown b‘gth el
ports juut published, endkp_

E. Mitche!l, president; Eric P. Swen- 7l f s g
‘chainnan of the hoard, and George | 872 g99d, and many Swedish mills are
son Shaisnan of the oot and Geores | fully booked with ordars up to the

During their stay in Stockholm the
repnzntatﬁu of the American bank
met and formed personal connections
with their ¢orrespendants and clients,
and were af_l'a granted the distinction
of a personsl sudignee with the King

j _.&.::riz the things discussed by these

of the year. Timber sales for export
are also y ng &nd it is eslem-
Jated tha m‘rlfr 800,000 standards
have now bheen so di: while foreign buy-
ers, especially England, are heginni

‘only emergency relief measures were
poasible. i i g )

- .

e ' the question of | new a ations of 6,500,000 kronox
gﬁ;ﬁ?o:&j?&f&fﬂﬁ. _‘:uii: and. (ummgﬂm 40) 'h;m uation of
Sweden's suceessful methods of com- | the work of distributing electrical en-
mereial exchange with that country.|ergy throughout the count Up
Recent re !ﬁ'fhaw,miz‘aer o in the | the' present over 70,000 kronor
Soeisi- Bosstan  trade.  Huasla  has | (about $18.700,000) have been appro-
| been  exporting  quantities flq;an iated for: .h"ﬂl’““_‘:‘. to distrib-
wood &5 Sweden, to ba used by the | ute Slectrielty. The result s tha
 Swedish mateh %.npli’wm, o - | near n’f g;!le-lu;! of the _eati‘n farmingl.
B it Houa Tecalvet Wyt & ond Sweden is at present the mowt

ee: B __.lav‘the' edish
Fhs" " Spinners’: Association. ' ‘Swedish ‘_widﬁ__ 1y e country in the

authority in case a different sort of |

lion dollars was loaned abroad. Allow: 2
ing for refunding Joans, the amount fx

however, only about $244,000,000 w b

(adverse balance cf the world as a.

old aml’,

gold already snd Bureps:
It is evidence of weak

she .

is, moreover, conclusive evidence that |

ol
the American bankers will contribute
toward the realization of Bwoden's ss-

to buy more esthusisatically for 1928
.ah'iﬁ:unt, : : i T
e Waterfsalls Board has requested
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