1957 Annual Report to Stockholders

Attached hereto are the comparative balance sheets and profit
and loss statements as of December 31, 1956 and 1957.

GENERAL

The stock market was strong during the first six months of the
year followed by a weak market in the second half. As a result, there
was a drastic decline of new common stock financing in the latter period.
The bond market, in turn, was poor during the first half of the year,
and extremely weak in the third quarter, followed by one of the sharpest
ralliec witnessed in the bond market in this century, and accompanied
by great activity.

~ OPERATIONS

Gross income for the year was satisfactory, showing an increase
from approximately $L,306,000 to $L,543,000, a gain of roughly 3 per’
cent. This was due principally to further growth of our commission
business which was excellent. Such revenues increased 15 per cent
from $1,589,COO to 81,943,000. However, it should be recognized that
this is high cost business, when proper charges are made against it
for operational expense, research costs and supervisory sales expense.
The municipal department again is to be congratulated on a highly
satisfactory performance; showing an operating profit of $336,000
compared with £$221,000 for 1956, - an increase of 52%. On the other
~hand, an important source of revenue and profit, underwriting origina-
ticrs of our own, was very disappointing, althougk fees from financial
services were well maintained.

The make-up of the gross income figures, by principal sources,

was as follows, on a comparative basis: (C00's omitted)



Change

Revenue Source 1957 1956 + or -
Commissions $1,9L1 51,690 + $25)
Underwriting & Selling Group 938 1,058 - 120
Trading & Specialists 425 524 - 99
Municipals 336 221 + 115
Financial fees 302 307 - 5
Commercial paper 122 €8 + 34
A1l other 376 1,18 Y
Bl,LL3 £L,306  _+ $137

Unfortunately, despite the good over-all revenue producticn, net
operating results were again poor. This was due in part to the paucity
of our own underwritings alluded to above. It was also due to some
losses in certain deals in which we were participants, as well as
actual net losses taken and mark-downs in our investment account.

In addition, our expenses showed a further increase. As a consequence,
the final result was a negligible profit of some $30,060 for the year.
However, it should be noted that this is not a wholly fair statement
of operating results because this figure is after providing $16),000
for the pension fund, and capital losses taken and provided for
$L5,000. If these amounts were added back, it would result in an
operating pfofit before income tax of $245,000. But, nonetheless,
this would not represent a particularly inspiring performance or one
from vhich we could derive much satisfaction.

There are, however, reasons for being encouraged about the future.
Many of us feel that in the past year we began to witness beneficial
resulis of the organizational changes we have been making and the
better administrative procedures that have been instituted. Much of
the credit for this activity is due Messrs. Getz, Flett and Urquhart.
While I stated last year that we felt our IEM system would be
materially improved, this year I can say without reservation that we
now have a sound IBM operation. Of course, much still remasins to be

done - additional operations must be put on IBM, and much operating



=B =

data badly needed to better guide the business is still to be secured,
but at last we can say that we have a group of capable people who are
devisiné satisfactory operating procedures. I am sure all of us feel
that many loose ends have been tied together in various phases of our
operations, and this work will continue with added momentum,

Both the Chicago and New York offices have seen far-reaching
changes in the training of sales trainees and younger sales representa-
tives. In Chicago, Roger Brown has devoted most of his time to these
important matters and we believe he has made a most effective start.

In New York, David Dattelbaum was assigned entirely to sales administra-
tive work as of September 1, 1957. While some time is needed to trans-
fer all of his customers, as was the case with Roger Brown, too,
progress has been made and he now is able to devote a major portion

of his time to sales direction. As a result of these moves, for the
first time in our history, new sales trainees can be taken on with a
prearranged course of work, training and continuing supervision avail-
able which ought to enable us to develop a higher percentage of these
young men into successful sales representatives. In this work, H. V.
Flett, in particular, hes done a splendid job of planning and follow
through.

I could not end a discussion of sales without mentioning that
1957 was a tremendcus year of personal production for William D.

Mabie and Herbert T. Schaffner.

CAPITAL CHANGES

We originally reported net worth of §2,849,000 as of December 31,
1956. Subsequently, we made an additional payment into the pension
fund so tha® our revised net worth figure was $2,770,000. Our net

worth at December 31, 1957, amounts to $3,158,000 or an increase of



-l -
approximately $388,000 from a year ago. During 1957 we sold, pursuant
to stock purchase rights and otherwise, 24,210 shares of our common stock
for which we received $17,470. The book value of our common stock
at December 31, 1957, was $9.88 per share compared with a revised book
value figure at December 31, 1956, of $9.31.

The question immediately will arise as to how our book value
could increase $388,000 when we only received £174,000 in new capital
and showed eérnings of $30,C00 for a total of $204,000, The remain-
ing increase in surplus of $18,,000 was made up chiefly of reversals
of valuation reserves no longer needed amounting to $109,000 and a
tax recovery of $59,000,

PENSION FUND

Appended hereto is a statement of the pension fund as of January 58
1958, Since that date an additional #84,319 has been paid into the
fund. As stated above, we paid into the fund for fiscal 1957, $16L,319
of which approximately $85,000 represented current annual requirements
plus interest on past service, and about $80,000 on account of principal
payment for past service costs. We now have enough money in the fund
to provide for two years ahead without further payments, - assuming,
of course, that our investments are sound,

COMMERCIAL PAPER DEPARTMENT

Because our commercial paper business was being handled more or
less as a side issue, it was decided that it needed a drastic over-
haul., We, therefore, asked John Friedlich, as of January 1, 1958, to
give up his new business activities to devote full time as manager of
the department. He has made a very good start and has brought drive
and enthusiasm into the work. One of his first moves was to secure
the services os Lewis Glucksman to handle paper in the New York office.

Only the future will tell whether the present pace can be continued.
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SUMMARY

Perhaps it may seem paradoxical for me to feel encouraged about
our business in the face of a bad profit showing and with the country
gtill in a recession, = but nevertheless I am encouragéd. This does
not mean I predict a good profit showing for 1958, but 1 feel convinced
that the large amounts of money we are spending on research and sales
development and in the general strengthening of our organization will
wltimately be translated into a more representative profit showing.

The organization has worked hard and with enthusiasm and to all

of you go our thanks for your continuing help and cooperation.

By order of the Board of Directors

2{»» A/&L‘B 1’/_/&/1/

President

February 26, 1958
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