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TODAYS STATISTICS

Volume on the NY Stock Exchange (millions of shares)

1922
260.8

1923
237.3

1924
282.0

1925
452.2

1926
449.1

1927
577.0

1928
920.6

1929
1,125.0

Dow Jones Averages


High
Low

1919
119.62
79.15

1920
109.88
66.75

1921
81.50
63.90

1922
103.45
78.59

1923
105.38
85.76

1924
120.51
88.33

1925
159.30
115.00

1926
166.64
135.20

1927
202.40
152.73

1928
300.00
191.23

1929
381.17
198.69

Prices of Seats on the NY Stock Exchange (Thousands $US)


High
Low

1920
115
85

1921
100
77.5

1922
100
86

1923
100
76

1924
101
76

1925
150
99

1926
175
133

1927
310
175

Broker’s Loans (Millions $US)

1919
1,610

1920
1,080

1921
1,190

1922
1,860

1923
1,580

1924
2,230

1925
3,550

1926
3,290

1927
4,430

1928
6,440

1929
4,110

Corporate Security Issues (Millions $US)

1919
2,668

1920
2,788

1921
2,270

1922
2,949

1923
3,165

1924
3,541

1925
4,223

1926
4,574

1927
6,507

1928
6,930

1929
9,376

Sobel, R., The Great Bull Market, Norton, NY, 1968, p102, 106, 111

Bureau of Census, Historical Statistics of the US: Colonial Times to 1957, Washington D.C., 1960, p658, 660

NEWS IN BRIEF

INSULL IPO A SMASH HIT—After an initial float of $10 a share, Insull Utilities Investments (IUI) climbed to $30 on the first day. Over the last six months, it has appreciated in value so as to be selling for $150 a share. Other Insull based companies like MWU appreciated by 150% in the same period. Insull-connected companies are collectively appreciating at the rate of $7,000  a minute around the clock. Commentators have been amazed at its growth, and have no words to describe it or Insull’s magic touch.

Sobel, R., The Great Bull Market, Norton, NY, 1968, p102

FED RAISES DISCOUNT INTEREST RATES TO 6%--BLODDBATH IN THE BOND MARKET—The Fed raised interest rates to help avert the fear of an overheating economy. The news was greeted soberly on Wall Street, as investors continued to flock towards and to investment companies (the mutual funds of their day) stocks at a record pace. On the other hand the third rate increase by the Fed this year has caused a blood bath in the bond market as investors have seen their capital gains of the past decade disappear like smoke. The increased interest rates have also put a dampener on the real estate market, which has been in the doldrums anyway for the last couple of years following the collapse of the Florida real estate market.

BOOM!!—All indicators show that the economy is doing wonderfully well. We have entered a new economic paradigm, with companies trading not at ten times earnings, but twenty times earnings! The origins of the Boom can be seen in the lowering of interest rates back two years ago. With easy credit, the willingness of companies to take advantage of it by offering new IPO’s and issuances of securities of bonds and stock, and the willingness of brokers to advance loans on margin calling, the market has only one place to go, and that is up! Some economists think that this is a speculative bubble, but the strength of the economy shows us that this is not true. As the Wall Street Journal says, “We are bullish on America!”

INVESTMENT TRUSTS SPRING UP LIKE MUSHROOMS—New trusts are appearing at the rate of one a day in these hectic times. They hold $4.5 billion in assets. To put this into perspective, the entire capitalization of all American corporations is $183.5 billion. So hectic is the pace, that it is not uncommon for an investor to borrow funds from one of these great trusts, and then invest it back in the trust! The impact of this is to increase the share value of the trust, as well as the return to the investor. What a marvelous phenomenon. As John J. Raskob, a leading bull, has remarked: “Everyone Ought to Be Rich.”

Sobel, R., The Great Bull Market, Norton, NY, 1968, p91-95

EDITORIAL—“One of the most striking features of the present chapter in Stock Market history is the failure of the trading community to take serious alarm at portents which once threw Wall Street into a state of alarm bordering on demoralization. In particular, the recent disregard of the succession of “smashed high records” for brokers loans astonishes the older school of market operators. Undoubtedly the heavy margins required of traders by the commission houses have done much to build up this assurance. Traders who would formerly have taken the precaution of reducing their commitments just in case a reaction should set in, now feel confident that they can ride out any storm which may develop. But more particularly, the repeated demonstrations which the market has given of its ability to “come back” with renewed strength after a sharp reaction has engendered a spirit of indifference to all the old time warnings. As to whether this attitude may not sometime itself become a danger signal, Wall Street is not agreed.”

Reported from the NY Times, quoted in Sobel, R., The Great Bull Market, Norton, NY, 1968, p128.

BROKER”S INCREASE MARGIN CALLS FROM 10% TO 25%--Citing the need to secure the monies that they have lent to investors, and lower their exposure to risk, brokers have required their patrons—who have availed themselves of the ability to leverage—to ante up with more money. Commentators hail this a s a move that will ensure stability and longevity in the market, as it will dampen unwarranted speculation, given the higher amount of money one will now need to be able to use the effective strategy of using margins.

CAR PRODUCTION DECLINES—Car production declined from a high of 622,000 vehicles in the first quarter to a still respectable 416,000 in the latest quarter. Analysts with the big brokerage firms do not see this as anything other than a temporary check in this important sector of the economy.

Cameron, R., A Comncise Economic History of the World, 2nd Ed., Oxford University Press, Oxford, p 357

BORN TODAY

Born 15 January, Martin Luther King Jr., will have a profound affect on US historical development, especially in the field of human and civil rights. 

As this quote makes plain, MLK would have a hard time dealing with all of this: The curse of poverty has no justification in our age. It is socially as cruel and blind as the practice of cannibalism at the dawn of civilization, when men ate each other because they had not yet learned to take food from the soil or to consume the abundant animal life around them. The time has come for us to civilize ourselves by the total, direct and immediate abolition of poverty.
-Martin Luther King, Jr., Where Do We Go from Here: Chaos or Community?, 1967.

MLK, http://www.residentassistant.com/programming/bulletinboard/files/MLKBB.doc, visited 2 October 2002
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Seattle Times, http://seattletimes.nwsource.com/mlk/man/photogallery/1956-62/photo15.html, visited 2 October 2002

The question must be asked: Is MLK a communist?

NEWS IN DEPTH

BOUNDARIES OF YELLOWSTONE NATIONAL PARK AS REVISED BY ACT DATED MARCH 1, 19--, ALSO THE GRAND TETON NATIONAL PARK AS ESTABLISHED BY ACT DATED FEB. 26, 19--—Yellowstone has expanded in sze, at the urging of National Park Director Mather. A new National Park has come into existence- Grand Teton! Spectacular views, wondrous opportunities to be with nature. 
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American Memory, Map Collection, Library of Congress, http://memory.loc.gov, visited 2 October 2002

As the following inside look at the machinations involved in creating shows, bureaucracy is not just about the Treasury!

“In proposing changes to park boundaries, the National Park Service was in effect demarcating the resources it wished to manage-the lands it hoped to leave "unimpaired for the enjoyment of future generations." These efforts constituted a fundamental form of natural resource management in that they helped determine whether certain lands would be managed under national park policies or under the more consumptive policies of other land management bureaus or private interests. 

The Service's efforts to determine which lands it would manage involved the larger question of supporting or opposing new park proposals-and the factor of scenery influenced decisions in all instances. The Lane Letter encouraged extensions of existing parks to complete their "scenic purposes." It mentioned in particular the High Sierra peaks bordering Sequoia National Park, and stated that expansion to include the Teton Mountains represented Yellowstone's "greatest need." In this vein, Albright later recalled that when he and Mather first viewed the Tetons in 1916 they remarked that they had "never seen such scenery" and that they were "flabbergasted." During this initial visit they agreed that the "whole magnificent area" should become part of Yellowstone National Park. (In 1929, the Tetons-but very little of the Jackson Hole valley just east of the range-were established as a park separate from Yellowstone.) 

[image: image3.jpg]



Grand Teton NP, http://www.nps.gov/grte/, visited 2 October 2002

For new parks, the Lane Letter advised the Service to seek only those areas of "supreme and distinctive quality or some natural feature so extraordinary or unique as to be of national interest and importance"-only "world architecture" should be included in the national park system. As with the Tetons, Albright's enthusiasm for Utah's spectacular Zion Canyon was instantaneous. Before visiting Zion, he had heard it described as "Yosemite painted in oils"; and during his first visit to Zion he quickly determined it should become a national park. Shortly after seeing the area, he telegraphed Mather to tell him of its incredible beauty and to urge that they "do something about it." 75 Similarly, "world architecture" had been an obvious factor in the February 1917 establishment of Mt. McKinley National Park, the first national park created after the advent of the Service. Not only did the park include the highest mountain in North America, but it also was seen as a "vast reservoir of game," including caribou, Dall sheep, bear, and moose. More than with other early national parks, the spectacular wildlife was the chief motivating factor behind the park's creation, which Mather and Albright aggressively sought.

During Mather's directorship, the Service gained some of the most spectacular national parks in the system-not only Mt. McKinley, Zion, and Grand Teton, but also Grand Canyon and Bryce Canyon. Moreover, the establishment of Acadia, Great Smoky Mountains, Shenandoah, and Mammoth Cave national parks meant that the park system (and thus the Park Service) gained greater representation in the more populous and more politically powerful eastern states-a factor of considerable importance to Mather. 

In addition, presidential proclamations created numerous national monuments, including two vast natural areas in Alaska: the Katmai volcanic area at the top of the Alaska Peninsula, and Glacier Bay, a region of immense glaciers in southeast Alaska. All of these units added enormously to the Park Service's reputation as protector of places of majestic natural beauty throughout the country.

Although the Service was highly successful in expanding the system during Mather's tenure, it also fought against proposals that it believed did not meet its standards. And the question of "national park standards" (that is, which areas had clear qualifications to become national parks) became a significant issue. Most outspoken was the National Parks Association, which, even though it generally did not criticize the Service's management practices once a park was established, nonetheless sought to keep "inferior" areas out of the system. This concern intensified in the early 1920s when Secretary of the Interior Albert Fall proposed the "All-Year National Park," a group of small areas in southern New Mexico (close to some of Fall's own ranch land) that the association believed would make decidedly inferior national parks. With strong opposition from the association and the Park Service, and with Fall's political disgrace in the Teapot Dome Scandal, the proposal did not succeed.”

Perpetuating Tradition: The National Parks under Stephen T. Mather, 1916-1929, http://www.cr.nps.gov/history/hisnps/npsbooks/preserve3.htm, visited 2 October 2002

INSULL’S GAME—How has Insull’s companies been able to sustain such high rates of return for so long? To answer this complex question, we first need to size up the magnitude of the beast. The top company in Insull’s empire is a newly created holding company, Corporation Securities of Chicago (CSG). Insull’s firms buy and sell securities from each other, so IUI and CSG are completely interconnected. IUI owned 28.8% of CSG, while CSG held 19.7% of IUI. Together they controlled four great holding companies; MWU (with 111 subsidiaries); People’s Gas, Light, & Coke (8 subsidiaries); Commonwealth Edison (6 subsidiaries); and Public Service Co. of Northern Illinois (1 subsidiary). In addition, these four holding companies together controlled Midland United Company (30 subsidiaries).

The entire complex has assets of over $2.5 billion, and serves more than 4.5 million customers. Each group has its own security floatations, but all are dominated by the Insull interests. The slightest increase in earnings at the bottom are magnified many times at the top, because of this cross ownership of Insull’s companies. But weaknesses anywhere in the structure would also be transmitted through interlocking ownership to healthy parts of the system.

To understand all this, let us look at what Insull does to get his magnificent rates of corporate growth in profitability. As we know of the Insull story, Insull found credit easy to come by in the 20s, as his profitability convinced Wall Street and its bankers that he would be a better credit risk than other similar companies.

What these bankers don’t know, and what your intrepid reporter has discovered is that Insull’s profit statements have been deliberately padded through securities transactions entered into by the firms. As an inside informant explains: “Middle West Utilities (MWU) would order one operating unit to purchase securities from another at a price which would show a large profit for the second company, a sum then included in the year-end profit statements. In return, the second company would purchase securities from the first, which would then have its own large profit to declare. For example, last year, MWU sold securities to a controlled firm, National Electric Power (NEP), for a $3 million profit. Under the same agreement, NEP sold other securities to MWU, also for a profit of $3 million. Thus, the two firms were able to claim substantial capital gains which inflated earnings, and in turn led to higher prices for the securities and greater ease in debt flotation.” My source added, with some disgust, “This maneuver is completely legal, but also incredibly misleading.”  

Is it time to say: “Smoke and Mirrors?” 

Sobel, R., The Great Bull Market, Norton, NY, 1968, p79-80.

LITERATURE & ESSAYS

Joseph Stalin (1879-1953): 
Industrialization of the Country, 19—

Between 19--  and 1933, Stalin inaugurated the First and Second Five-Year Plans to achieve his goal of rapid industrialization. In many respects he was successful - by 1939 the USSR was behind only the United States and Germany in industrial output. The human costs, however, were enormous.

“The question of a fast rate of development of industry would not face us so acutely as it does now if we had such a highly developed industry and such a highly developed technology as Germany, Say, and if the relative importance of industry in the entire national economy were as high in our country as it is in Germany, for example. If that were the case, we could develop our industry at a slower rate without fearing to fall behind the capitalist countries and knowing that we could outstrip them at one stroke. But then we should not be so seriously backward technically and economically as we are now. The whole point is that we are behind Germany in this respect and are still far from having overtaken her technically and economical.

The question of a fast rate of development of industry would not face us so acutely if we were not the only country but one of the countries of the dictatorship of the proletariat, if there were a proletarian dictatorship not only in our country but in other, more advanced countries as well, Germany and France, say.

If that were the case, the capitalist encirclement could not be so serious a danger as it is now, the question of the economic independence of our country would naturally recede into the background, we could integrate ourselves into the system of more developed proletarian states, we could receive from them machines for making our inclustry and agriculture more productive, supplying them in turn with raw materials and foodstuffs, and we could, consequently, expand our industry at a slower rate. But you know very well that that is not yet the case and that we are still the only country of the proletarian dictatorship and are surrounded by capitalist countries, many of which are far in advance of us technically and economically.

Internal conditions. But besides the external conditions, there are also internal conditions which dictate a fast rate of development of our industry as the main foundation of our entire national economy. I am referring to the extreme backwardness of our agriculture, of its technical and cultural level. I am referring to the existence in our country of an overwhelming preponderance of small commodity producers, with their scattered and utterly backward production, compared with which our large-scale socialist industry is like an island in the midst of the sea, an island whose base is expanding daily, but which is nevertheless an island in the midst of the sea.

External conditions. We have assumed power in a country whose technical equipment is terribly backward. Along with a few big industrial units more or less based upon modem technology, we have hundreds and thousands of mills and factories the technical equipment of which is beneath all criticism from the point of view of modem achievements. At the same time we have around us a number of capitalist countries whose industrial technique is far more developed and up-to-date than that of our country. Look at the capitalist countries and you will see that their technology is not only advancing, but advancing by leaps and bounds, outstripping the old forms of industrial technique. And so we find that, on the one hand, we in our country have the most advanced system, the Soviet system, and the most advanced type of state power in the world, Soviet power, while, on the other hand, our industry, which should be the basis of socialism and of Soviet power, is extremely backward technically. Do you think that we can achieve the final victory of socialism in our country so long as this contradiction exists?

What has to be done to end this contradiction? To end it, we must overtake and outstrip the advanced technology of the developed capitalist countries. We have overtaken and outstripped the advanced capitalist countries in the sense of establishing a new political system, the Soviet system. That is good. But it is not enough. In order to secure the final victory of socialism in our country, we must also overtake and outstrip these countries technically and economically. Either we do this, or we shall be forced to the wall.

This applies not only to the building of socialism. It applies also to upholding the independence of our country in the circumstances of the capitalist encirclement. The independence of our country cannot be upheld unless we have an adequate industrial basis for defence. And such an industrial basis cannot be created if our industry is not more highly developed technically.

That is why a fast rate of development of our industry is necessary and imperative.

We cannot go on indefinitely, that is, for too long a period, basing the Soviet regime and socialist construction on two different foundations, the foundation of the most large-scale and united socialist industry and the foundation of the most scattered and backward, small commodity economy of the peasants, We must gradually, but systematically and persistently, place our agriculture on a new technical basis, the basis of large-scale production, and bring it up to the level of socialist industry. Either we accomplish this task-in which case the final victory of socialism in our country will be assured, or we turn away from it and do not accomplish it-in which case a return to capitalism may become inevitable.”

From Joseph Stalin, "Industrialization of the Country and the Right Deviation in the C.P.S.U., November 19,1928," in J.V Stalin, Works, vol. 11, 1928-March 1929 (Moscow: Foreign Languages Publishing House, 1954), pp. 257-58, 261-63. from Modern History Sourcebook, http://www.fordham.edu/halsall/mod/1928stalin.html, visited 2 October 2002

Questions for you: 

What is the contradiction of which Stalin speaks?

What is Stalin’s argument for resolving it?

Long, long ago / by Clara C. Lenroot

THE LITTLE GIRL I USED TO BE

American Memory, Map Collection, Library of Congress, http://memory.loc.gov, visited 2 October 2002

The little girl I used to be
Has come to-day to visit me.
She wears her Sunday dress again--
Merino, trimmed with gay delaine;
Bare neck and shoulders, bare arms, too,
Short sleeves caught up with knots of blue;
Cunning black shoes, and stockings white,
And ruffled pantelettes in sight.
Her hair, 'round Mother's finger curled,
Looks "natural" for all the world!
The little girl I used to be!
So wistfully she looks at me!
O, poignant is my heart's regret
That ever I have failed her! yet,
Something of her has come with me
Along the years that used to be!
I pray that when 'tis time to go
Away from all the life we know
To the new life, where, free from sin,
As little children we begin,
This little girl I used to be
Will still be here to go with me!
   --C. C. L

The Fool by the Roadside

W.B. Yeats

http://www.bibliomania.com/0/2/332/2431/frameset.html, visited 2 October 2002

When all works that have

From cradle run to grave

From grave to cradle run instead;

When thoughts that a fool

Has wound upon a spool

Are but loose thread, are but loose thread

When cradle and spool are past

And I mere shade at last

Coagulate of stuff 

Transparent like the wind,l

I think that I may find 

A faithful love, a faithful love

A Prayer for My Son

By W.B. Yeats

http://www.bibliomania.com/0/2/332/2431/frameset.html, visited 2 October 2002

Bid a strong ghost stand at the head 

That my Michael may sleep sound, 

Nor cry, nor turn in the bed

Till his morning meal come round;

And may departing twilight keep

All dread afar till morning’s back,

That his mother may not lack

Her fill of sleep.

Bid the ghost have sword in fist:

Some there are, for I avow

Such devilish things exist,

Who have planned his murder, for they know

Of some most haughty deed or thought

That waits upon his future days,

And would through hatred of the bays

Bring that to nought.

Though You can fashion everything

From nothing every day, and teach

The morning stars to sing,

You have lacked articulate speech

To tell Your simplest want, and known,

Wailing upon a woman’s knee,

All of that worst ignominy

Of flesh and bone;

And when through all the town there ran

The servants of Your enemy,

A woman and a man,

Unless the Holy Writings lie,

Hurried through the smooth and rough

And through the fertile and waste,

Protecting, till the danger past,

With human love.

