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April 1, 1963

To Stockholders of
A, G, BECKER & CO, INCORPORATED

Net income for the year ended December 31, 1962 was $673,800,
which compares with net of $1,179,600 for 1961. The book value of our
Common Stock at December 31, 1962 was $20.04 per share, which was approx-
imately 5.9% above the $18.93 book value as of the preceding year-end.

Attached are the following schedules:

(1) Balance Sheet - December 31, 1962

(2) sStatement of Earned Surplus - December 31, 1962

(3) Cogparative Profit and Loss Statement - 1962 and
1961

(4) Comparstive Statement of Operating Expenses -
1962 and 1961

(5) Report of Pension Fund - February 28, 1963

¥hile 1962 must be regarded in retrospect as an excellent year
for general business, it nevertheless was a difficult year for the in-
vestment banking industry. As we all know, 1962 was marked by a severe
stock market break which culminated in late May. This not only had an
adverse effect on trading activity and security priees, but it also had
a substantial impact on new issue activity. Our own experience, by
quarters, is shown in the table below which compares our total corporate
underwriting participations for the years 1961 and 1962: (000's omitted)

===  Stock¥* «==

Quarters Common Preferred Bonds* Total
1961

First $ 1,847 $ 150 $ 4,389 $ 6,386
Second 8,148 500 23,929 32,577
Third 5,640 150 6,22k 12,314
Fourth 6,930 1380 12,115 19,225



Quarters Common Preferred Bonds¥* Total

1962

First $ 3,509 $ 663 $ 9,189 $13,361

Second 6,658 420 11,296 18, 37k

Third 1,340 1,250 5,3ﬁo 7,970

Fourth 213 iTele) 9,740 11,05
$12,0420 § 2;733 $35,605 $50275§

¥ Stocks at offering price, bonds at principal amount.

Note: The foregoing figures include subscription offerings
aggregating $1,283,000 in the third and fourth quarters of
1961 and $1,869,000 in the first and third quarters of 1962.

It should be noted that the table measures volume only and not
profits. Many of the bond deals originated in competitive bidding and
carried very low profit margins,

In the light of the conditions which the foregoing figures
reflect, there is cause for some satisfaction in the comparative over-
all results for the two years. Such results were cdue in part, certainly,
to the diversification of income sources in our operations.

Operating Revenues

Gross operating revenue in 1962 amounted to $10.0k million, 3.7%
below the comparsble figure.of $10.4 million in 1961,

Reported share volume on the New York Stock Exchange for 1962
declined 6% from the previous year. The 1962 figure was still the third
highest volume level on record. Reported volume aggregated 962 million
shares, an average of 3.8 million a day as against 1.02 billion shares
and a daily average of 4 million for 1961, Our commission.earnings.on
agency business compared as follows (gross basis):

1962 1961 % Decrease

New York Stock Exchange $3,893,200 $3,936,200 1.1
American Stock Exchange 410,400 527,600 22.2
Midwest Stock Exchange 408,600 517,500 21.0
Pacific Coast Stock Exchange 172,800 214,700 19.5
Other Stock Exchanges 99,200 100,700 1.5
Over-the-Counter 607,500 868,600 30.1

TOTAL $2,591, 700 $6,153,300 9.3

Gross profits on principal transactions decreased substantially
over-all in 1962, especially following the mid-year market bresk. Over-
the-counter trading and specialists' operations were also adversely affected
by market conditions in the second half of the year.



: The Corporate Finance Division did extremely well in the first
half of the year but, of course, their results were greatly affected after
the severe market break. The department's results are compared with those
of 1961 in the following table:

1962 1961

Management Fees and Underwriting Profits $ 362,000 $245,200
Fees for Financial Services 413,800 466,200
$ 775,800  $T11,400

Related Retail Profit 262, 400 130,700

$1,038,200 $8he,100

Gross profits on our participation in deals of other underwriters
in the two years were as follows:

1962 1961

Underwriting Gross $302,300  $397,800
Retail Gross 291,900 536,200
TOTAL $59%,200  $93k,000

Although gross income on mutual fund business was considerably
greater in 1962 than in 1961, the market break served to reduce materially
the expected return from the management and sale of Empire Fund shares.

The sales department contest in fund shares toward the end of the year was
an outstanding achievement, particularly in the Roseland and Chicago offices.

Commercial Paper

Once again, the Commercial Paper Department turned in a superla-
tive performance. While the figures speak for themselves, we want to call
special attention to the doubling of not only gross but also of net income.

1962 1961
Income: Commercial Paper $1,172,654 $613, 564
F.N.M.A. Notes 217,278 198,154

Other Income 296EMET 62,832

I " 1’0 A ,3/9 $875’558

ILess: nterest Carry 353,169 136,33
$1,333,220 $738,211

Miscellaneous Income 22,161 18,461
$l,3a5;§8é $756;ET§

Expense and Compensation 742,80 439, 4T
Net % 5123573 $3172196



Municipal Depertment

Over-all Municipal Department results for the year are compared
with those of 1961 in the following table:

1962 1961
Total Income $390,6008 $341,31h
Total Expenses including
overhead allocations 286,997 256,769

Net E103;§ll 8 EE!ShB

Included in the income figure is tax~free interest which would
be equivalent to $53,1863 in ordinary income (the comparable figure for
1961 would be $40,977). Net income of the department, on a comparable
basis with other departments, would for this reason be increased by $2T,655
for 1962 and $21,308 for 1961.

Trading and Floor Specialists

The difficult merket conditions in 1962 made for marked reductions
in the results for our various trading divisions and the floor specialists’
activity. Total income from these sources last year was $l,27h,350 as
compared. with $1,720,246 in 1961. Profit was off substantially more at
an aggregate of $215,517 against the comparable figure of $612,086 in 1961.

Over-All Operating Results

The 1962 operating profit before payments to the Pension Plan,
other income, charges and taxes, as shown in the appended income statement,
was $1,627,100, which was $760,500 less than the comparable figure of
$2,387,600 in 1961.

The contribution to the Pension Plan was $7,200 higher than a year
ago, profits on firm investmentswere $79,000 less, and two new charges aggre-~
gating $211,100 were made. The latter item consisted of a charge of $166,200
for extraordinary costs related to our conversion to the Midwest Stock
Exchange computer system, plus providing a reserve of $66,000 for possible
costs in connection with the Szabo matter. The balance of $44,900 represents
additional deprecistion which is shown separately, in order to maintain year
to year comparability in reporting of operating results, to reflect addition-
al allowance under the 1962 tax law.

Pre-tax income for the year was $1,328,800 and net income, as
reported above, was $673,800. The 1961 comparable figures were $2,386,600
and $1,179,600.

It should be noted that unrealized losses in our Investment
Account (net) are not taken into the Income Account but are reflected in
the valuation surplus account in the accompanying balance sheet. These
were $218,200 larger at December 31, 1962 than they were a year earlier.



Approximately $l30,000 of this was attributable to a further decline in
the value of our Lionel Preferred Stock holding.

Expenses

Despite the shrinkage in volume during the year, total expenses
were $372,900 higher, of which $107,800 represented higher interest costs.
However, this increase in interest cost was more than offset by interest
income from correspondent accounts. Other operating expenses, including
rent, travel and promotion, and telephone, particularly, were up a total
of $297,600. While some of this increase, as in rent, is not directly
related to volume, it is nonetheless disturbing to see these figures mount
80 regularly almost irrespective of the trend of income generation., It
cannot be emphasized too strongly or too often that expenses must be watched
closely and reduced wherever possible, The new regulations on expense
account reporting should meke us all more conscious than we have been of an
important area of cost.

Capital Changes

The following new stockholders were admitted as of the beginning

of 1963:

Kenneth E. Alm

Mrs. Jane L, Brett
Kingmen Douglass, Jr.
Robert A. Pearson
Warner A. Rosenthal

The new stockholders and a few other present stockholders sub-
gcribed for a total of 11,750 shares for an aggregate consideration of
$226,000. Of this amount, $45,200 has already been paid, $22,600 will
be paid in prior to December 31, 1963 and the balance of $158,200 is to
be paid prior to March 1, 1968, The total amount due on stock subscriptions
is $l,059,200. Unpaid subscriptions are not included in our capital shown
in our published statements.

Stock options for an additional 2,000 shares were granted at the
end of 1962 at a price of $20.05 per gshare, Total options in effect at
this time cover 14,000 shares, exercisable at an average price of $14.55
per share.

The balance sheet shows the number of issued and outstanding
shares, the additional shares subscribed for and the shares subject to op-
tion. '

Personnel

Since the date of the last annual report, changes in the organi-
zation have occurred as follows:

After forty-one years of service, Henry Getz retired at the end

of 1962. Over this long period, he headed the Credit Department, partici-
bated in several important corporate reorganizations, served the firm for

~5-



a period in the New York office, and contributed significantly to the
Corporate Finance Division and Operating Department in recent years. He
was elected a Vice President in 1928 and a Director in 1955, and was a
member of the Executive and Management Committees since their inception.

Fdward Jennett, of the Corporate Finance Division, retired at
the end of Janruary, 1963 after a useful association of three years with our
firm.

Lawrence Kahn, Vice President and head of the Research Department,
resigned as of May 31, 1962, in order to accept a fine opportunity in the
investment company industry.

At the annual meeting of stockholders on April 12, 1962, Maurice
J. Cann and Alwin L. Pearson were elected to the Board of Directors.

Karl A. Stegemeier of our Indianapolis office was elected an
Assistant Vice President and Oliver Maggard, Jr. was appointed manager of
that office.

Andrew M, Baird was named Treasurer in October, 1962, and also
Senior Vice President in February, 1963.

In connection with the new alignment of menagement responsibilities
in the New York office, Paul Judy moved to New York to supervise Corporate
Finance activities in the East; D. N, Dattelbaum took over-all responsibility
for the enlargement of our Eastern sales force by attempting to find other
organizations in our line of business which we might be able to acquire;
Harry F. Weber, Jr. returned to head the block department and was assigned
to administrative responsibilities and James P, Lewis was appointed New
York Sales Manager to succeed Harry Weber. Mr. lLewis was named a Vice
President soon after the move.

John C., Colman, a Vice President and Director, was named head of
the Corporate Finance Division and was elected a member of the Executive
Committee.

H. V. Flett was assigned to administer the Research and Operations
Divisions and relieved of over-all responsibility for the Sales Division
which was assigned to William D. Mabie. David B. Heller was transferred
from the Corporate Finance Division to become administrative assistant to
Mr. Flett.

C. Roderick O'Neil came to us as an Assistant Vice President in
charge of the Chicago section of the Research Division. This appointment
permitted Stanley Winter to devote full timeto his new responsibility of
following companies with which we are closely associated through management
of underwritings, directorships or otherwise. At the same time, John W.
Earle was placed in charge of the New York section.



In October, 1962, the following were named Assistant
Vice Presidents:

Donald E. Pearson, who had moved downtown
from the Roseland office in May, as Assistant
Sales Manager in the Chicago office.

Warner A. Rosenthal of the Corporate Finance
Division.

Stanley S. Wirt, Assistant to Kent Sykes.

Lawrence N. Marr, head of the Trading Department
in the Chicago office.

Other changes of significance were the addition of Alvin R.
Shapiro to the Chicago section of the Research Department, John R, Murphy
as a credit analyst, Leif Jacobsen in the New York office, Municipal Bond
Department, and Orest E. Bliss who joined the Corporate Finance staff in
New York.

In the latter part of 1962, we expanded our operations in Milwaukee
by moving to larger quarters and acquiring the services of Messrs. Harry P.
Leadingham as Manager, Wellace M, Krier as Aesociate Manager, and Cornelius
Young, all of whom had had previous sales experience with The Milwaukee
Company.

Recently, Joseph Goeschl was appointed head of the New York
Opersting Department.

During 1962, the net increase in personnel was 21 as compared
with an increase of 54 in the preceding year. The figures are compared below:

Total Personnel at December 31, 1960 416
1961 Additions 190
1961 Severences 136 5l
Total Personnel at December 31, 1961 470
1962 Additions 132
1962 Severences 111 21
Total Personnel at December 31, 1962, 491

Miscellaneous Developments

During the course of 1962, the Operations Division proceeded
with its conversion to the Midwest Stock Exchange system. The dual oper-
ations during conversion and the necessary internal changes in equipment
and personnel created major problems for all concerned. In the face of an



upward price revision for the use of the Midwest computer early in 1963,
a major effort is being made to improve performance, tighten up procedures
and provide better service to our customers.

Operating Data

During the year 1962, 249,800 purchase and sale items were processed
for an average of 991 per day. This compared with 310,000 and 1239 , respect-
ively, for 1961. The daily averages in January and February, 1963, were 952
and 907.

Conclusion

With the uncertain outlook for trading volume and new financing,
it is going to require intensive effort to maintain the levels of income in-
put that we have experienced in the last two years and unflagging attention
to cost-reducing measures to produce respectable net profit figures.

Although our net operating income last year was slightly under
60% of 1961, in view of the general results in our industry we feel it was
& reasonable performance. For this diligent effort, we wish to extend our
gratitude to the entire organization.,

By Order of the Board of Directors:

) = ;
J._ ! : = s . /
oo

Chairman President



Incumbent Directors - A, G. Becker & Co. Incorporated

Andrew M. Baird
James H. Becker
Roger O, Brown
Maurice J. Cann
John C., Colman
David N, Dattelbaurn
H. Vincent Flett
John Friedlich
Joseph J. Levin
William D, Mabie
Alwin L., Pearson
William L. Saunders
Herbert T. Schaffner
Irving H, Sherman
David (3. Skall
Harry T, Weber, Jr.

It is not proposed that any rew nominations for the position of

director be made at the present time although the Board is not
up to its authorized maximum number,

March 25, 1963



Schedule 1,

A. G, BECKER & CO. INCORPORATED
STATEMENT OF FINANCIAL CONDITICN
DECEMBER 31, 1962

ASSETS
CURRENT ASSETS:
Cash $ 3,071,351
Receivables:
Customers' Accounts - Secured 816,645,445
Customers' Accounts - Unsecured 4,267
Brokers for undelivered securities 8,143,589
Deposits for securities borrowed 2,537,567
Miscellaneous 916,433 28,247,301
Trading Securities at Market:
Long Value 2,810,364
Short Value 609,371 2,200,993
Commercial Paper on Hand 30,365,000
Less: Unearned Discount 92,257 30,272,643
63,792,788
INVESTMENTS:
Securitles held for Investment Account
at Market 536,210
Stock Exchange Memberships at Market 291,650 .827,860
DUE ON CAPITAL STOCK SUBSCRIPTIONS 1,059,225
FURNITURE - FIXTURES AND IMPROVEMENTS:
Depreciated Value 392,518
OTHER ASSETS:
Deposits with Stock Clearing Corp. 61,000
Frepald Insurance 24,184
Prepaid Expense 15,502
Inventory - Stationery and Suppliles 28,000 128,686
$66,201,077

Notes: (1) The Common Stock and Capital Surplus items (and due on Capital
Subscriptions) above give effect to capital stock subscriptions
for 11,750 shares made subsequent to December 31, 1962, as
follows:

Common Stock Account = $ 11,750
Cgpital Surplus - $214,338
(2) As of April 1, 1963, there were outstanding stock options on
14,000 shares of common stock exercigable at an average price
of $14.55,



LIABILITTIES

CURRENT LIABILITIES:

Bank Loans Payable:
Secured by cuctomer securities
Secured by firm securities

Accounts Payable:
Customers = for securities not received
Customers - free credi: balances
Brokers for securities not recelved
Brokers for securities loaned
Salesmen's drawing accounts
Other

Accruals and Reserves

Reserve for Federal Income Taxes

DEFERRED COMPENSATION
DEFERRED SYNDICATE INCOME
NET WORTH
Preferred Stock par value $50
Authorized and outstanding
2,952,40/100 shs, stated
at redemption value
Common Stock par value $1
Authorized - 400,000 shares
Issued & QOutstanding - 309,019 shares
Subscribed - 68,197 shares
Capital Surplus
Valuation Surplus
Earmed Surplus
Reserve for Tax on Deferred Compensation

Less: Reacquired Common Stock held
in Treasury (17,740 shares)

$§ 295,240

377,216
1,705,567
138,298
5,216,626
140,414
7,873,361

242,811

$10,260,000
30,460,000

2,538,153
7,985,189
3,414,419
1,190,300
599,722
707,789
658,645

515,074

58,329,291
323,362
17,874

7,530,550

$66,201,077

e,



A, G, BECKER & CO. INCORPORATED

STATEMENT OF EARNED SURPLUS

YEAR ENDED DECEMBER 31,1962

Balance Jsnuary 1, 1962

Add: Net Income for the Year

Less:

Dividends A, G, Becker & Co,
Incorporated Preferred Stock

Loss on cancellation of stock pur-
chese contracts and acquigition
of treasury stock

Prior Year Deferred Compensation

Prior Year Income and Tax
Adjustments =~ net

Balance = December 31, 1962

Schedule 2,

$ 4,652,561

673,817

5,326,378
11,808
26,645
37,500
33,799 109,752

$ 5,216,626

— ——————



Schedule 4,

A, G, BECKER & CO, INCORPORATED

COMPARATIVE STATEMENT OF OPZRATING EXPENSES

1962 - 1961
Increase
1952 1961 (Decrease)
OPERATING EXPENSES:

Advertising $ 45,700 $ 34,200 $ 11,500
Audit & Legal 75,700 77,700 (2,000)
Clearance Charges 37,600 37,100 500
Dues & Licenses 23,800 28,400 400
Depreciation 70,100 66,000 10,100
Donations 25,800 19,300 6,000
Errors & Bad Debts . 25,400 23,200 2,260
Exchange Fees 48,200 41,200 7,000
Insurance 92,800 73,000 19,800
State & Local Taxes 73,000 52,100 20,900
Taxes - Payroll 100,100 86,960 13,200
Fublications & Subscriptions 50,900 68,600 (17,700)
Postage 67,900 66,700 1,200
Rent & Light 280,600 212,600 68,009
Rental of Equipment-IBM 79,100 68,700 10,400
Repairs & Maintenance 39,300 20,000 19,300
Stationery & Supplies 147,400 127,000 20,400
Statistical Research Studies 5,800 5,200 600
Sundry Expense 45,300 54,000 (8,700}
Suppers & Lunches 35,400 49,900 (14,500)
Teiegrsph 3,600 2,860 800
Telephone 334,500 29G,800 43,700
Tickers 45,600 42,600 3,000
Travel & Promotion 255,700 191,800 63,900
Wire Service 73,900 75,600 (1,700)

Transfer Taxes & Bank
Service Charges 51,000 45,000 5,000

Miscellaneous Services
Purchased 119,200 106,600 13,300

Total $2,259,100  $1,961,500 § 297,600
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