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PREYAOE 

Since 1929 prices have fallen steadil7 with a result 

that we are in a world wide depression. It has been said that 

no period of falling prices since the Oivil War has been com­

parable in degree of decline. and that the only other period 

at all similar was the period following the War of 1812. ~hat 

falling prices exert an influence on business conditions ad­

mits of little doubt. Falling prices. therefore, must effect 

financial ratios because they are indicators of business con­

ditions. It is because they are indicators of business con­

ditions. that executives use financial ratios as toole of 

control. But, in order to see the tendency shown by these in­

dicators of business activity, it is necessary to make a com­

plete analysis of financial ratios. The purpose of this. study 

is to make such an analysis so that management may use these 

tools of control more effectively. 

The writer was fortunate in having access to statist­

ical information which although not entirely adequate, could 

still be used for the purpose of this problem. All of this 

information was compiled by the ~tandard Trade and Securities 

Service. The figures used in this paper were taken either 

directly, or indirectly, from this compilation. Although all 

of the rattos have been ver.ified, some error is bound to be 
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present where thousands of figures are handled. Where errors 

in computation would mean errors in conclusion, extraordinary 

care was taken to check·the accuracy of the figures. Conclu­

sions, therefore, are based on faots which the writer believes 

to be correot. 

Mr. ~. P. Crossen of the .i'ield .A.nalytical 3taff of 

atandard Statistics Company, Incorporated, has given me inform­

ation which has been of inesttmable value. %o h~ I am deeply 

indebted. Dr. P. T. swanish of LOY'Ol& Univer8:lty has given 

_. valuable and constant advice, for which I wish to express 

my deepest appreciation. :Mr. :Plaister, o'f Moody's Investment 

Service, Mr. John L. ~~eat, of the Federal Reserve Bank o'f 

Ohioago, and Reverend ~neas B. Goodwin, of Loyola University. 

have all given valuable assistance in guiding my thought for 

whioh I am very grateful. 
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UBA:i?TZH I. 

IUT.H.O:DUIJTIOl~. 

Finanaial ratios are merely mathematiaal proportions 

showing the rela.ti onship between two it ems in the Balanae 

Sheet; between two items in the In'aome Statement; or, between 

two items, one of whiah is in the Balanae Sheet and the other 

in the Income Statement. ''J!"inanoia.l ratios are tools whioh the 

finano ial exeaut ive uses to grasp the rel&t ionship between 

items in the comparative f'ina.noial statements. Principles of 

finanoe, praotices, and methods evolve out of the experienoe 

of business aoncerns. Within certain limits suoh experienoes 

assume concrete meaning by a.n analysis of a oomparative balance 

sheet and statement of profit and loss.~ 1 It has been the 

praotiae to show these ratios from period to period so that an 

inarease in the proportion would show a favorable business 

trend, while a deorease in the proportion would show an un-

favorable trend. 

It must be remembered, however, that ratios in them­

selves are meaningless, and only become expressive when com-

pared with a standard. A standard m~ be soientifioally deter-

mined in advance, or it may be merely a history of past ooour-

1. Swanish, ~. T., ~Business Organization and Manage­
ment." P• 149. 



rences. Again, it might simply be arrived at unconsciously.~ 

"The standard mq be only a general concept of what is adequate 

or normal, one gained by the analyst from past experience, or 

it may be one derived by statistical method from compilations 
? of actual figures."~ "A standard from the standpoint of man-

agerial control of a business usually implies ~ desired method 
. 3 

of performing~ activity." 

Much confusion arises from the fact that financial 

standards are not fixed and constant, but are variable. They 

not only vary from industry to industry, but also var,y from 

year to year. Writers of financial standards and financial 

ratios continually call the reader's attention to this fact. 

The variation 'from industry to industry is due to the differ­

ence in the combination of the factors of production. Because 

of the type of industry, a large amount of fixed capital m~ 

be necessar,y in that industry. In another, the opposite case 

might appear. Any number of these differences will ~ediatelr 

enter the reader's mind. Again, there may be a variation from 

year to year, depending on the position of the business cycle. 

When we are in the upswing, prioes will be increasing, profits 

will be increasing, business will be expanding, and costs will 

lag behind the selling prioe. In the downswing of the cyole, 

1. Harrison, G. Charter, "Standard Costs." p.3, et seq. 
2. Paton, w. s., (Editor) "Accountants• Handbook." 

pp.77-78. 
3. SWanish, P.T., "Business Organization and Manage­

ment." p. 159. 



the opposite tendency appear$. ~hat this should have some 

effect on financial ratios is a mathematiaal certainty. 
' 

Until about 1900, financial analysis was considered as 

of little importance. But within ten years it had reached the 

position of being the leading factor in credit analysis. Be­

fore 1910, many business men would have refused to furnish fin­

ancial statements to their bankers. There was, at that time, 

fear that competitors might gain a knowledge of vital business 

secrets from the study of financial statements. Today, however, 

this condition is reversed. This change in attitude has been 

caused by conditions which have changed the mind of the banker, 

and circumstances which have altered the thoughts of the bus-

iness man. 

In our economic history, large scale business did not 

reach any great proportions until about 1880. It was not until 

1890 that these units became of great magnitude. Although 

~here had been isolated attempts at consolidation before the 

~ivil War, nit was not until after the panic of 187:3 that the 

P!ovement toward consolidation beoame notioeable.''l The. banker, 

in analyzing his credit risks under small organizations, de­

pended on personal contaot. But with the increase in size, 

human relations became more and more impersonal, and, hence, 

the necessity of financial analysis in order to determine the 

oondition of the customer's business. "It is no longer pos-

1. Faulkner, Harold U., "Ameriaan ~aonomia History,'' 
p. 52:3. 



4. 
sible for a banker, especiall~ a city banker, to know his cus­

tomers tnt imately, or to maintain constant oo ntact with their 

affairs •'' 1 Because business language is expressed in dollars, 

the measurement of business operations becomes an easy task, 

provided the proper information has been furnished. It is not 

necessar~ for one to be an expert in cotton or wool to judge 

the conditions of a cottom or wool business. All that is nec-

essar~ is a comparative balance sheet and profit and loss 

statement. Bankers realize this, and, consequently, demand the 

necessary information from their customers. 

Circumstances which have altered the opinions of the 

business man are: increased size of business organizations; 

growing use of bank loans as permanent working capital; in­

creased utilization of open market financing; government tax­

ation; and, finally, the changed attitude toward business sec­

recy.2 

The increase in the size of the business organization 

which affected the banker b~ making for an impersonal relation­

ship was not the onl~ factor. Increased complexit~ and in­

creased competition contributed their weight. As the exchange 

system increases in complexity, markets become better and bet-

tar organized, and competition becomes ver.y aotive. If a 

single industry furnishes a certain territory with a particular 

1. Meech, Stuart i. and Mo.i:Cinsey, James 0., ''Control­
ling the Finances of a Business,rt p. 315. 

2. ibid. 
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product, it can succeed even with haphazard method.s. If, in­

stead of one, however." three compete for the purchasing power 
( 

of consumers in the market for a given product, one industry 

cannot hope to succeed at the expense of another, all things 

equal. ~o longer can the management of the first corporation 

depend upon tradition and sentiment in attempting to acquire 
I 

the most efficient combination of the factors. In combining 

the factors of production, management focuses its attention· 

upon one object - the greatest possible return for the least 

outlay in cost. 

Again, since business men have increased their use of 

bank loans for permanent working capital, it has become necess­

ar.y for them to furnish the banker with the proper information. 

~his tendency for information has also been noticeable since 

the beginning of open market financing on a large scale. Be­

fore a business can have its stock listed on the stock ex-

changes, it must furnish these exohanges comparative balance 

sheets and income statements of definite form. 

Government taxation, in particular, the tax on income, 

has been also a contributing influence. In order to furnish 

the government with the proper information, many business men 

were forced to install or improve accounting systems. 

Once an approved accounting system had been installed 

and accounting reports used, business men realized the necess­

ity of financial analysis. Where before the highest secrecy 

prevailed, business men then found that financial reports of 



others in the same industry could be used profitablY. In this 

manner, cooperation displaced fear and a beginning of scientifio 

analysis was made. 

In the early stage of development, analysis lacked the 

completeness characteristic of its present technique. In con­

sequence of this, analysis was subjected to all sorts of crit­

icism. Conservative bankers attacked the over-emphasis which 

was invariably placed upon a single ratio, namely, the Current 

~sset ratio. In his preface, Wall states that the 

"Only one true test of credit goodness had 
been developed - the current ratio. 'l'his 
being a proportion, had a real value as an 
analytical tool, but very shortly began to 
lose a large part of its effectiveness ~or 
two principal reasons. ~irst, it was open 
to manipulation by 'window dressing• pro­
cesses. Second, it was used on a single 
basis· for all industries without any allow­
ance for industry strains. While a depart­
ment store and a cotton mill operate under 
entirely different conditions, no ~hange 
was allo.e4 for a variation in the current 
ratio ..... A<;relationship of two dollars of 
current assets for each dollar of current 
liabilities was more or lese genera;ty set 
as a standard of goodness for both." 

As business units beoame larger and larger, the imper­

sonality of relationships between borrowers and lenders re­

vealed itself in the development of financial ratios. To~ 

a good banker will not consider acceptance of a borrower's 

credit until he has made a thorough stu~ of the business of 

1. Wall and Dunning. "Ratio Analysis of Financial 
Statements." P• 9. 
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hiS customer. Not only are ~inancial ratios indispensable to 

the lender, but they are invaluable to the executive as well. 

Before the business unit became large, the enterpreneur conld 

guide his business without accounting records. With an in­

crease in size came the necessity for de~inite usable informa-

t ton. 

It is usually ver.v di~ficult to determine when a busi~ 

ness is not running as smoothlY as it might be unless a com­

plete analysis is made. Suppose that a business unit produces 

several different products, one of whioh is being sold at a 

loss. The business, as a whole, is making a profit but unless 

a complete analysis is made, the manager will not realize that 

this product is being sold at a loss. Again, an industr.v might 

have too muoh investment in its inventor.y. In a period of ris­

ing prices this serious mistake will not appear. But in a per­

iod of ~alling prices it will make itsal~ known only a~ter it 

is too late. Sometimes the organisation can be saved in spite 

of this mistake, but in many oases a receivership is the result. 

I~ the manager had been supplied wi'th the proper ratios, he 

~oul4 have been able to detect and control the condition before 

~t became serious. 

We have an analogy in a human being. Apparently a man 

nay be in per~ect health. but only a complete examination will 

bring out border-line weaknesses which may subsequently become 

~erious. Any one o~ a number o~ organs may be diseased and. 

1n1ess immediately remedied, will cause serious results. The 
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person himself m~ not notice this failing until it has caused 

serious damage, and, in m~ cases is beyond repair. However, 

if checked in its early stages no fatal results would have 

followed. 

The investor is interested in the safety of his prin-

cipal, and, also in a reasonable return on this principal. For 

this reason he is interested in the business in which he in­

vests. Since he is interested in the profits of the organiz-

at ion, he w Ul have interests much the same as the e.xecut ive. 

His analysis, however, need not have the same depths. In add­

ition, the investor should endeavor to ascertain what a condi­

tion of liquidation would bring about. Would his investment be 

a prior lien, or would it be well down the scale? Are the 

company's assets confined to fiXed assets of a teahnical nature 

with little or no liquidating value? How much would he real­

ize on his principal if liquidation were effected? 

~since the interests of the investor are essenti­
ally long term, he will place relatively less em­
phasis on some ratios and more on others. T'he 
outstanding example of this difference in emphasis 
is probably offered by the comparison of current 
assets and liabilities.. The present or prospect­
ive investor will give less weight to the current 
ratio itself than to some others, and he will 
deem it of minor importance to have a detailed 
classification of current receivables and current 
payables, which the credit analyst considers of 
primary importanee. The investor, interested in 
ratio analysis will stress the relationships dis­
closing earning powers, dividend payments, and 
so on.~l 

1. Faton, w. A. (Editor) Accountants' Handbook.d p.86. 
In this discussion these ratios are coded bv lat'ters and refer 



9. 
Because the duties of the exeaut ive and the banker are 

most important, and also because both analyze statements ~rom 

the managerial point of view, thia paper will emphasize those 

ratios whiah stress this viewpoint. However, much of this in­

formation will be serviceable to the investor. 

In attempting to deal with this problem the writer has 

tried to free himself of all preconceptions. corporations in 

this stu~ were selected, not because they showed a favorable 

or unfavorable trend, but because the required data were ac­

cessible. In making a study of this nature one is confronted 

with a laak of information furnished by many of our large cor­

porations. The two outstanding items which are not included 

in many financial reports are Depreciation and Gross Income. 

In discussing this situation the following has been said: • 

• • ~the majority of corporations - even the majority 

of those the steaks of whioh are listed on the New fork Stook 

Exchange - make public no data whatsoever to inform their 

security holders as to the amount of profit that is appropri­

ated for the depreciation and reserves eaoh year. • • 

to the following: 
D. Rate of earnings on total capital employed. 
E. Rate of earnings on proprietary equity. 
F. ~ate of earnings on common stockholders' equity. 
G. Dividend rate on common stockholders• equity. 
H. Rate of earnings retained to total proprietar,y 

earnings. 
I. Turnover of all oapital. 
N. Number of times fixed charges earned. 
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The most common method of ommiasion is to merely issue an an-

nual statement reporting income after depreciation or deple­

tion."1 This, of course, also means that Gross Sales are not 

reported. 

Without these two items a correct and adequate analy­

sis is very difficult. For we not only do not know what per­

centage of depreciation has been charged, we also oannot· de­

termine whether the amount Ohtirged has been adequate or inad­

equate. ~ concern may show anywhere from a profit to a loss 

by the manipulation of its depreciation. Again, without Gross 

Sales we are at a loss in determining how much of the Gross 

Salas were used up by operating expenses. And since operating 

expenses are one of the most important items on the Income 

Statement, we are left as a mariner without a compass. Indus­

trial concerns oannot be accused of manipulating their accounts 

because they have left out this important information. Many 

of them neglect this information intentionally, because they 

fear their competitors will learn some of their business sao-

rata. Nevertheless, the fact still remains that this import­

ant information is omitted. These corporations, therefore, 

which did not furnish the required information were omitted. 

The second test applied in the selection of corpora­

tions was size and relative importance in a given industry. 

Obviously, a two million dollar corporation in the automotive 

1. Standard Trade and Securities Service, Vol. 49. 
~ug. 20, 1928. lio. 36. p. 15. 
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tndustr,y ia relatively of less importance in the automotive 

field than a two million dollar corporation ln the candy in­

dustry. An apparent advantage is gained by separating the list 

into the various types of industries. One industry, for in­

stance, m~ be required to carry unusually large inventories; 

another m~ be required to carr,v huge investments in fixed 

assets. For this reason each industry should be studied sep­

arately in order to show the trend of that particular type of 

process. rhe argument, therefore, that a small unit will have 

little effect on the total comparisons has little importance 

when we consider the above reasoning. 

Falling prices m~ mean falling security prices, or 

falling commodity prices. In the latter sense, they might 

mean falling wholesale prices or falling retail prices. This 

paper is concerned only with wholesale commodity prices. In 

the first place, the falling of security prices would have 

little direct effect on financial ratios. It is true that they 

do effect commodity prices after a brief interval, but it is 

the commodity prices and not the security prices which affect 

the ratios. In the second place, we find that wholesale com­

modity prices reflect the trend of business more exactly than 

do retail commodity prices. ?he wholesale market is much 

better organized, and, consequently, is more susceptible to 

change. Ketail markets, on the other hand, are not well or­

ganized and are not effected as quickly as are the wholesale 

markets. 
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dRetail prices, i. e., the prices that 
the consumer pays, fluctuate less than 
wholesale prices. T'here are several reas­
ons for this. 
(1) The consumer does not follow the 

market closely and, consequently, 
does not know of changes in the 
whole sale market. • • 

(2) The dealer buys his product in 
quantities some time ahead of his 
normal demand. • • 

(3) Customary prices prevail in certain 
lines, and variations are made only 
in even money, or from one customary 
price to another. • 

(4} Convenience commonly dictates that 
retail prices shall not vary with 
every fluctuation in wholesale 
priee.dl 

Pinally, we must distinguish markets in which both 

buyers and sellers are producers ln the ordinary meaning of the 

word, or at least dealers, from markets in which only the sell­

ers are producers, and dealers and buyers are consumers, The 

former are ealled producer's markets, and the latter consumer's 

markets. The contrast between producer's and consumer's mark-

eta is great, even when we limit our examination to consumable 

,goods. Producer's markets are usually better organized, the 

buyers are more competent to Judge the quality of the things 

they buy, the force of competition is stronger, and the force 

of custom and habit is weaker than when the consumer is the 
') 

~uyer.~ In the third place, reports on wholesale prices are 

readily obtamable. This is not true of retail prices. My 

1. Clark, .l'red E., ".Principles of M.arketing.dp.436-437. 
2. Garver and Hansen. ''.Principles of .blconomics ... 

pp. 83 and 84. 
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liSt of corporations, therefore, will include those in which 

wholesale prices form the major pricing process. 

Fluctuations in prices ma~ be due to long run secular 

trends, or to c~clical trends of the business c~cle. ln 

speaking of our histo~ of prices, the following has been said: 

"Three large price upheavals are notice­
able. ~he first was coincident with the 
War of 1812 and the Napoleonic Wars in 
Europe, the second came with the Civil 
War, and the third with the great World 
War. Wars have been major causes of price 
upheavals. Certain broad trends are notice­
able • The genera 1 trend was upward from 
1790 to 1814. Then there was a long down­
ward trend from 1814 to 1849; then an up­
ward swing from 1849 to 1865, followed by 
a long downward movement which culminated 
in 1897. This was followed by an upward 
movement until 192o.nl 

Twice only in the history of our country, therefore, 

do we find a period of falling prices comparable to our 

present experience. ~hose periods were after the War of 1812 

and after the Oivil War. But no advantage would be gained in 

studying a period so remote as either of those periods since 

our present business organization is of much later origin. If 

we were to study a depression of the past decade, we would 

find our business organization similar, but we would not find 

the similarity in the falling prices. This being the case, I 

have limited my analysis to the years 1926-1927-1928-1929-1930 

and 1931. By comparing these six periods, this paper will 

attempt to point out the relationship between falling prices 

1. Garver and Hansen, ".Principles of Economics.'' P.340. 
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and financial ratios. 

A word need be said about £ublic Utilities. There is 

no denying that these corporations are very large and that 

they do furnish the proper information. Yet, they have been 

purposely left out of my list. Since they represent a special 

type of pricing process they should form a different type of 

study. Secondly, these industries have very small inventories, 

and, as a result, are not affeoted by falling prices in the 

same way as industrial concerns. This may be purely an assump-

tion, but as a confirmation of the position I take, I need 

only refer to the accounting principle for the valuation of 

1nventories.1 If this principle is adopted, it necessarily 

follows that a fall in commodity prices will cause a correspond­

ing decrease in inventory value. And a corporation with little 

or no inventory will, therefore, show a somewhat different 

trend. Finally, the addition of £ublic Utilities to the list 

would merely make a complex problem more complex, and beyond 

the purpose of such a study as this. 

1. According to this principle inventories should be 
valued at cost or market, whichever is lower. 



CHAPT"".clR I I. 

~FFEC'J.• OF FALLING 1HIOES UPON 

F'Il'fA.NU IAL .tiATI 03. 

Falling prices and their accompanying effects are 

phenonema much talked of, but often misunderstood. Accompany­

ing a falling prioe level, there is an opposite trend in the 

increased purchasing power of the dollar. The two are recip­

rocal. Thus, if the price level is halved, the purchasing 

power of the dollar is doubled; if the price level is doubled, 

purchasing power of the dollar is halved. A falling price 

level may be brousht about by a relatively greater decrease 

in money and credit available than the decrease in its use in 

the exchange and production of goods and services. 

To illustrate, let us assume that before the price lev­

el started downward, 1,000 units of mone,v and credit were used 

and that the volume of goods and services exchanged was 10,000 

units. Assume, next, that after the price level falls there 

is a decline of money and ored it to 600 units. Finally, to 

complete the illustration let us suppose: (1) that the vol­

ume of goods and services exchanged decreases to 8,000 units; 

(2) that the volume of goods and services exchanged remains 

at 10,000 units; and (3) that the volume of goods and ser­

Vieea exchanged increases to 12,000 units. Under the original 

conditions the price level would be 1,000 units (volume of 
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goods and servioes exohanged) .or .10. .l~ter the deol1ning 

prioe level, we would have the ~ollow1ng oonditions aooordingly 

as our assumption. In the first oase the prioe level would be 

600 units divided by 8,000 units, or .075. Under the seoond 

assumption the prioe level would be 600 units divided by 

10,000 units, or .06. Finally, under the last assumption, 600 

units divided by 12,000 units, or .05 would represent the price 

level. This by no means exhausts the possible assumptions. 

For instanoe, we might inarease the amount o~ money and oredit 

used, but at a less rapid rate than the volume o~ goods and 

servioes. Thus, the amount of money and ored1t might be in­

creased to 1,200 units, ·J~hile the volume o~ goods and services 

exohanged inoreases to 11,000 units. The price level would 

now be 1,200 units divided by 15,000 units, or .08 as oompared 

with the original prioe level of .10. 

When a deolining prioe level is a ~aot, the nominal 

value o~ goods-in-prooess or in stook deoreases. This means 

that goods in terms of prioe have deoreased. In terms of 

real value, (or the power to oommand other goods in e.xohange) , 

these same commodities m~ have remained the same. Thus, the 

prioe of one bushel o~ oorn might be fl.OO and that o~ a bus­

hel of wheat f2.00. Assume now that the nominal value of oorn 

deoreases to 75¢ and that of wheat to il.50. ~xohange ratio 

of oorn in terms of wheat, and of wheat in terms o~ oorn have, 

however, remained the same, sinoe in either oase two bushels 

of oorn will exohange ~or one bushel of wheat. It is, there-
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the same while the money value, or price, bas decreased. 

However,' since all of our values are expressed in terms 

of money, a falling price level is followed by smaller profits, 

if not losses. This, in turn, causes bus inesa men to decrease 

production and curtail inventories. Production is aut down be­

oause the decrease in income has caused a shift in the demand 

sohedule to the left, or at a given price a smaller number 

of units will be taken. Inventory curta Ument is a question 

of inventory turnover since the greater the turnover, the less 

the expense for insurance, depreciation on storage space, and 

interest on capital invested in the inventory. ~bus, if sales 

were originally il50,000.00, the oost of goods sold f90,000.00, 

and the average inventor.y fl5,000.00, the inventory turnover 

would be 6.0. If sales now dropped to '100,000.00, and the aost 

of sales to ~66,000.00, the average inventory would have to drop 

to ill,OOO.OO in order to keep the turnover at 6.0. If the 

inventory is not reduced, the turnover will be f66,000.00 divid­

ed by '15,000.00, or 4.4. Kven if sales did not decrease, it 

is important that the inventory be as small as possible during 

a period of falling prices. ~he reason is obvious. ~uppose 

that prices were at fl,OO on January 1, 99¢ on February 1, and 

98¢ on Marah 1. Under these conditions it will be sound econ-

omias for a busineee man to purchase goods, which will be used 

in Marah, as closely to March as is possible. If he purchases 

~he commodities on January 1 and uses these commodities in 
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March, each unit will cost him .021 more than it would cost 

him had he purchased it on March 1. 

What are the causes of price nuctuations! As the vol-

ume of goods and services produced and exchanged affect prices, 

so does the continual fluctuation in prices react upon bus­

iness activity. A period of expansion causes an indefinite 

series of readjustments in pricee, which change the pecuniary 

outlook of business men. This, in turn, leads to new changes 

in the volume of trade. ~hua, as this change takes p~ce, 

the whole operation starts over again. If prospects of pro­

fits are bright, the volume of trade expands, if prospects are 

dismal, volume of trade contracts. Prices, feeling the in­

fluence, cause another adjustment and the cycle goes on indefi­

nite1y.1 The quantity theorists, on the other hand, elaim that 

it is the volume of money which causes price fluctuations. 

They hold that as the volume of money and credit decreases the 

price level decreases, and as the quantity of money increases, 

the price level increases. This, aooording to this group, con­

tinues in an indefinite cycle. ~uring a period of rising 

prices, conditions will again be at work which will eause an 

increase in money and credit, and, subsequently an increase 

in prices. This cyole continues without end. 

Items to which money values have been assigned and 

which appear on the Balance ~heet and Income ~tatement, such 

1. Mitchell, Wesley I}., ''Business Jycles." p. 107. 
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as Accounts Receivable, ~ccounts P~able, Inventories, and 

surplus on the Balance Sheet; Purchases, Sales, ~enses, and 

Net Income on the Profit and Loss Statement, will change as a 

consequence. If business men were rational, i.e., they knew 

present business conditions thoroughlY, and could predict the 

future, and, if the~ were in a position to adjust themselves 

to changes wit bout friot ion and without lag in time, the~ .would 

change the mane~ value of inventories; restrict orders; make 

special endeavors to hold a good customer; and reduce indebt­

edness for it is better to be owed than owing a.t a period when 

more valuable dollars (in terms of goods) will have to be re­

paid because payment is postponed to some future date. 1 Since 

the burden of fixed charges increases with a fall in sales. 

business enterprises endeavor to diminish such costs wherever 

possible in order to control and maintain the financial stabil­

it~ of their enterprise. 

The claim is made that most business men, (especiall~ 

those who head large concerns) do know their business, and, 

as a matter of fact, do heed certain danger signals. Assuming 

all of this, it at 111 remains that certain tools for the oper­

ation are indispensable to management. 

Financial ratios are merel~ mathematical proportions. 

A change in an~ one item compared, results in a change in the 

proportion and, hence a different ratio. 

1. Index Number Institute, ~ew Raven, Uonn. p.3. 
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'l'Wo conaerns might start with the same aurrent asset 

ratio, but an increase or decrease in current assets and our-

rent liabilities changes the original relationship since both 

items may not have increased or decreased in the same propor­

tion. Assume that aorporation ~A" has current assets of 

$200,000.00 and aurrent liabilities of flOO,OOO.OO; and that 

corporation ~B" has aurrent assets of f250,000.00, and current 

liabilities of ~125,000.00. Both, then have a current asset 

ratio of 2.0. Now suppose that corporation "A's" current as-

sets decrease to il50,000.00 and current liabilities to 

f75,000.00; and that corporation rtB's" current assets have in­

creased to ~300,000.00 and ourrent liabilities to ~175,000.00. 

In this latter case, the current asset ratio of corporation "A" 

is still 2 .o, while th~:~.t of corporation rrB~ is 1. 7. Absolutely 

the decrease in the case of "A" was f50 ,000.00 and an increase 

of 1il50 ,ooo .oo in the ease of ''B''. But, relatively the changes 

have not been at the same rate. This phenomena is common in 

business activity. If perfect 0 ompetition existed, and perfect 

knowledge of economic conditions were possible this phenomena 

would not exist, because all business men would have perfect 

knowledge and act rationally, and, therefore, all chan~es 

would be at the same rate. A study of financial ratios in a 

period of falling prices waul d then narrow down to a study of 

one business unit, since all un.its would act in the same manner. 

Sinoe the oause of falling prices is a controversial 

matter, it is unnecessa~ to discuss the remedies for falling 
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prices since that is beyond the scope of this paper. All that 

we are concerned with here is the empirical fact that prices 

have fallen at a stea~ pace since 1929. 

Prices do not move uniformly upward or downward, nor 

do they remain uniformly constant. Moreover, prices are not 

quoted in the same manner. Thus, one price might be per ton, 

another per pound, still another per dozen, and so on through 

the numerous units of price quotations. For this reason, a 

study of price movements in detail is hard to understand, with­

out some practical method of indicating the general trend. 

such an indicator is called an index number of the price level. 

Index numbers, theru, are relative prices which show the per­

centage changes in prices ~om a certain base month or year. 

Purchasing power of money, therefore, would be the reciprocal 

of the index number. ~o illustrate index numbers suppose that 

the price ·in a certain month or year is 10 per cent higher than 

in the base month or year; the relative, or index number, for 

the base month or year would be 100; for the month or year 

which was 10 per cent higher, the relative would be 110. In 

the year that the relative was 100, purchasing power of money 

would be 100, but in the year that the index number was 110. 

purchasing power would be 1 divided by 110, or .908. Expressed 

in this w~, the relationship between one period and another 

oan be quickly seen. 

Many different methods of computing index numbers have 

been used. &mong these we find the following: (1) the simple 



-aritbmetioal average of relative prioes; (2) the median of 

relative prioes; (3) the geometrio mean of relative prioes; 

(4) the harmonia mean; (5) the weighted arithmetioal average 

of relative prioes. The following symbols will be used to 

express the above formulae: 

a -
b -
a'­
b'-
0 -
d -
o'­
d'­
a'--a 

b'-
0 

p'­
P'­
U -

prioe of a given oommodity at the base period 
quantity of a given oommodity at the base period 
prioe of a given oommodity at the seoond period 
quantity of a given oommodity at the seoond period 
prioe of seoond oommodity at the base period 
quantity of seoond oommodity at the base period 
prioe of seoond oommodity at the seoond period 
quantity of seoond oommodity at the seoond period 
a prioe relative (relation of prioe of a given 
oommodity at the seoond period to the prioe of the 
base oommodity.) 
a quantity relative (relation·of quantity of a 
given oommodity at the seoond period to the quan­
t 1 ty of the base oommodi ty.) 
prioe level at base period 
prioe level at seoond ~erioi 
number of oommodities. 

The a imple arithmetical average is found by adding up 

all of the relative prioes forl~ oertain year and dividing by 

the total number used. The following formula would be used: 

.!~ ~ +· + • +. a o 
p = --------

n 

a.' o • -+-+·+·+· a o 
P'=------~-----

n 

and 

1. The above outline .. in the main has followed .Mills, 
Frederiok c •• ''Statistioal Methods." 
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Table 1 shows an illustration of this method.· 'J!h18 

method is very defective because all of the relatives added 

are given the same weight and importance. As a metter of fact, 

one commodity might have much mora importance than another. 

Thus, for instance, a pound of oaviar is of muoh less relative 

importance than a pound of bread. Of oourse, where all of the· 

units have the same importance this defeat does not appear. 

rtQther faults of the arithmetical index number are its tenden-

cies to oause the rise of a price by a certain percentage to 

count for more than the fall by the same percentage of similar 

price, and to take no account of the fact that the pressure, 

whioh the rise of price of a thing would exert on the resources 

of the purchaser, would be mitigated by his curtailing his 

purchases of that thing; accompanied possiblY by an extension 

of his purchases of other things, which had become relatively 

c. he a per." 1 

TA.B~ 1. 

Oommod- Unit Prioes Relative Price Relative 
ities in in in in 

Base Base Seoond Saoond 
Year Year tear Year 

.&. Bu. 1.10 100 1.21 110 
c ~on 4.00 100 6.00 150 
E Pound .50 100 .65 1!30 
G Dozen .30 100 .27 90 

400 4SO 

.!? = ~ -=-100 ' P'= ~ =120. 

. 

1. Mal'SJ:nall, Alfred, "Money, Uredit and Oommeroe. "p.27 5. 
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In order to oorrect the above defeat when weights can 

be determined only with diffienlty, the geometrical average 

of relative prices is often used. This is found by multiplying 

the relative prioes for a given year and then taking the Dth 

root of this figure. Expressed in formula this would become: 

P= \~.!x~ x 
~ a c • X • X and 

no_ls.• o• 
..~;- -x- x a c • X • X • 

Table 2 gives an illustration of this method. The 

great difficulty with a method of this sort is its complexity. 

Logarithima are neoessary :for its computation, and, the final 

result is s ti 11 inaccurate beoause it fails to take in aocoun.t 

the fact that different commodities have a different importance 

to the individual. 

Cornmod-
ities 

A. 
c 
E 
G 

TABLE 2. ILLUSTRATION OF GEOMETRIC AVERAG.ill OF 
RELATIVE PRICES 

Relative Log. Relative Log. 
in of in of 

Base Ool. deoond \l)ol. 
Year 2 Year 4 

100 2.0 110 2.04139 
100 2.0 150 2.17609 
100 2.0 130 2.11394 
100 2.0 90 1.95424 

~ 8.28566 

P _ Anti Log. of.£ or 2.0 = 100 
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P' = Anti Log. of 8.28566 or 2.071415 == 118. 

4 

For all practical purposes the median of relative 

prices is one of the best index numbers, and is simple in con­

struction. However, it again fails because it does not give 

the proper weight to the different commodities. But it is 

preferred to the s lmple arithmetical average. The median is 

determined by finding the price, or number, which occupies the 

central position of all prices or nUmbers studied. The number 

of terms to be studied are arranged in the order of their mag­

nitude; If the number of terms is odd, the middle term of the 

series becomes the median; if the number is even, the number 

falling between the two terms becomes the median. This is dif­

ficult-to express in formula but would appear something as 

follows: 

P - middle term of !. , .2. , • 
a c • 

arranged in order of magnitude 

' d f a' c• P = mi dle term o - , - , • • a c 
arranged in order of magnitude. 

Using the relative prices of ~able l, the median would 

e 100 in the case of the base year and 120 in the second year. 

f another relative 160 were added the median would become 130. 

90 
110 

130 
150 
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Here the median 130 + 110 or 120. 1 

90 
110 
130 

150 
160 

The median now would become 130. 

nrhe harmonia mean is the reciprocal of the arithmetical 

average of the reciprocals of the items or numbers in a ser ... 

ies. '' 
2 

.clxpressed in ~ormula this is: 

1 
P=. 

1+ 1 
·+ a 0 +. ·+ • 

TAB~ 3 ILLU3JrftA.l"I0N OF HARMONIU MEU 

llommod- Relative iielati ve 
ities in in 

Base Second 
Year Year 

A 100 1.10 
u 100 1.50 
E 100 1.30 
G 100 .90 

m- '4':lm 

P • =- Harmon io Mean = 1 
--~1--,~1~-+--~1--+----1---~ 
~ 1.50 1.30 ~ 

1.. ·rhis could also be expressed as a geometrical 
.. verage. · 

tp. 111. 
Harper, F. H., ''.l!ilements of .Practical dtatistics.'' 
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1 
1 7672 --

7672 77220 
19365 

4 

77220 
7672 100.6 

-

In order to circumvent the above difficulties the 

weighted arithmetical is frequently used. Thus, if bread is 

100 times as important as caviar, it is given a weight of 100, 

while caviar is given a weight of 1. ~Y this method, each of 

the units affects the final average in proportion to its im­

portance. In actual practice the determination of these 

weights is not as simple as the above illustration. Out of 

the maze of complexities, however, four logical methods of 

weighting have been suggested: 

1. base year price x base year quantity 
2. base.year price x given year quantity 
3. given year price x base year quantity 
4. given year price x given year quantity. 1 

Expressed in formula, weight #1 would beoorne : 

abC a) 
('i) + cdC c) nn + ·+•+• 

p = 
abC a) 

C'a) -t- cd(o) nn + • + • -t • 

1. For a complete dis cuss ion see Fisher, Irving, ''The 
.Pure has in 
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L 

P' -

b( a') · cdC o') 
a ('i ) + (o ) + • + • + • 

abc a) 
('i) + • +. +. 

weight #2 would be:: 

p 

P' ~ 

abc a) de c) ra> + c nn -+ • -t • -t • 

abC a) de o) ca.) + o Co> -~- • + • -r • 

ab ,( a') 
C'i > 

ab( a) 
Ca) + Od(c) 

Co) 

fable 4 illustrates the first method of weighting. 

TABLE 4 ILLUSTRATION OF 'i/EIGHTED ARITHMETICAL 
AVERAGE 

.Prioe Quan • Priae Price Quan. Price 
Oormnod- in of X in of X 
it ies Base Sales Weight Sec. 3ales Weight 

!ear in Year in 
Base .;)eo. 
Year• Year* 

A 1.10 150 165 1.21 150 181.5 0 4.00 2 8 6.00 2 12 .o 
E .50 300 150 .65 300 185.0 
G .30 600 180 .27 610 162.0 

~ s:IO. 5 

* In thousands. 
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p - 503 - 100 
'5m' 

P' _ 540.5 _
107 - 5o3 -

The figures used in this problem have been selected 

from ~he United States Bureau of Labor dtatistics, and have 

een computed b7 the weighted arithmetioal method. ~onsequently 

each commodity affeots the final index aooording to its relative 

importanoe. ~able Number 5 is a list of figures which will be 

sed in analyzing the problem. :l!he yearly figures are the 

verages of the monthly index numbers. A somewhat different 

industrial split-up is used qy the Dureau of Labor ~tatiatios 

han was used in ~his problem in choosing the corporations. 

n all oases where a difference appears, proper notations have 

een made regarding the figures used. 
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TABIE 5 WHOLESALE COMMODITY ¥rt IU.& IBDEX - BY THE Ul~TrKD STAT:l5S BliilEAU 

OF LABOrl STATISTICS. rlELiiTIVES, 1926, 1oo.1 

GROUP 1926 1927 1928 1929 1930 1931 

.Meat Packing 100.0 92.6 107.3 109.1 98.4 73.6 
Iron and Steel 100.0 95.9 94,9 97.3 91.6 86.6 
Automboile and Trucks 100.0 101.8 106.5 110.9 104.1 99.7 
Textile 100.0 95.7 96.3 93.7 80.8 62.9 

Cotton Goods 100.0 97.9 101.2 99.4 87.6 67.7 
Silk Goods 100.0 8S~O 83.6 80.1 63.3 44.8 
Woolen Goods 100.0 98.1 100.4l 97.8 87.8 73.5 

Copper Mining 100.0 91.9 93.3 105.0 81.0 56.8 
Oil and Oil Producing 100.0 72.6 72.0 71.3 61.7 38.9 
~hemical and Fertilizer2 100.0 96.7 95.5 94.4 88.7 74.8 
Machinery and Machine &~ui~ent 3 100.0 100.2 97.2 98.5 98.1 90.5 
Building ~~uip. and Supplies 100.0 93.7 93.7 97.1 90.3 74.9 
Food Produats 100.0 96.5 101.0 99.7 90.2 72.9 

~ Baking Products and Flour4 100.0 96.2 95.2 91.6 83.2 67.6 
Oand~. Soft Drinks & ~hew. Gum4 100.0 96,2 95.2 91.6 83.2 67.6 
Dairying 100.0 104.0 105.6 105.8 95.8 84.8 
Miscellaneous4 100.0 96.2 95.2 91.6 83.2 67.6 

Office and ~usiness ~~uipment 3 100.0 100.2 97.2 98.5 98.1 90.5 
Coal Mining 100.0 100.4 93.1 91.3 89.4 83.9 

TOTAL 100.0 95.4 97.7 96.5 86.4 69.1 

1 • .t:a.ken from :ltandard. Trade and deourities, Vol. 63, l~o. 7, Jan. 1932, Sea. 
3, pp. 219 to 229. 

2. See ~hemioals and ~ags, p. 227. 
3. See Metal and Metal .Produ.ots - Other Metal Products, p. 226. 
4. See Food Products - Other Yoods, p. 222. 
5. See ~uel and Lighting - Bituminous woal, p. 224. 



CHA.PTER III 

WORKING CAPI?AL HA~IOS. 

Working ~apital consists of the excess of current As­

sets over Current Liabilities. This excess is also called net 

current assets, or net working capital. working capital ratios 

measure the ability of a business to pay its current debts 

without consuming any of its inventory. A business, for in­

stance, which can liquidate its current liabilities with our­

rent assets other than the inventory has a stronger financial 

position than one which can not. ~his is true because in a 

forced sale, inventories usuallf do not bring their fUll value. 

Bankers are concerned with these ratios because most of their 

loans are short term. 1'hey are, therefore, interested in the 

ability of the business man to pay his current debts. Business 

men are also interested in these ratios because it is the work-

ing capital ratios wbich measure their ability to borrow 

additional working capital, or renew short term loans without 

difficulty. 

The following is a list of working capital ratios: 

(1) Current asset ratio. This ratio is computed 
by dividing current assets by current liabilities. 

(2) cash ratio. cash ratio is found by dividing 
cash by current liabilities. 

(3} Oash and equivalent plus receivables ratio. 
This ratio is also known as the nAcid ~estn 



and is oalculated by dividing cash and equivalent 
plus receivables by current liabilities. 

(4) Turnover bf Receivables is determined by dividing 
sales by accounts receivable. 

(5) Inventory ~urnover. Cost of goods sold divided 
by ~he average inventory gives this ratio. 

(6) Ratio of working capital to inventor.y. This 
ratio is found by dividing working capital (net 
current assets) by inventory. 

(7) Ratio of accounts payable to notes payable is 
computed by dividing the former by the latter. 

( 8) Ratio of Inventory to aocounts payable is fount 
by dividing the inventory by accounts payable. 

Not all o:f' the above ratios are necessary in an 

analysis. But, of course, the more ratios used, the better 

and more complete the analysis. In this paper only three 

working capital ratios have been used. The reason for limiting 

the number is twofold; in the first p~ace this paper is not 

intended as an exhaustive study of financial ratios. Its 

purpose is to show the tendency of financial ratios in a period 

of falling prices. It is reasonable to assume, therefore, that 

~th:~rworking capital ratios will reveal similar trends. In 

the second plaoe, much of the necessary information was in­

accessible. All figures were taken :f'rom the Standard Trade 

and Securities ~ervice, either directly or indirectly. In 

this elaborate compilation, we find that much of the desired 

information is not given because not all corporations show 

1. Swanish, P. T., ~Business Organization and 
Management." p. 150 •. 
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thiS in~ormation in their ~inancial statements. Further, 

corporation statements vary in form and content. For logical 

reasons, therefore, the items had to be grouped under general 

heads. The ~ollowing items were unavailable: cash, accounts 

reoeivable and notes receivable C shown only in total), cost 

of goods.sold, sales, accounts payable, and notes payable. 

are: 

The three working capital ratios used in this paper · 

1. Ratio of current assets to current liabilities. 
2. Ratio of cash and equivalent plus receivables 

to current liabilities. 
3. Ratio of net working capital to inventory. 

Current asset ratio denotes the current strength o~ 

a business by immediately showing the ability of the business 

to meet its current debts. It is a commonplace o~ financial 

practice that the current assets must at least equal the 

current liabilities, otherwise, a concern would be insolvent. 

On the other hand, 1~ the ratio is too high, it is probable 

that a concern has too many fUnds invested in its caeh, 

receivables, or inventories. ~Por m~ years the current ratio 

of two to one was considered the normal and proper one for all 

businesses, but today it is realized that many other ~actor& 

enter into the question of determining the soundness of a 

business, and that a current ratio much greater or considerably 

smaller may be deemed correct for certain conoerns.~l Thus, if 

1. Bonneville, Joseph Howard, ~Elements of Business 
Finance.~ p. 192. 



a concern has a ver,y small inventory, it will not be necessary 

to have a large current asset ratio, assuming, of course, that 

the rest of its current assets are liquid. Liquidity denotes 

the saleability of an asset, or, the capacity to quickly turn 

the asset into cash. oash, government bonds, good accounts 

receivable, other securities and inventories, would represent 

the liquidity o~ the current assets. It is evident, there~ore, 

that i~ a concern has 1 iquid assets, it need not have a high 

current asset ratio. 

In order to measure liquidity of current position, the 

~Acid Test~ is applied. Cash and equivalent, plus notes and 

accounts receivables, should equal current liabilities. If 

this is the case, creditors oan be paid in full without liquid· 

ating the inventory which, in a forced sale, invariablY results 

in a substantial loss. ~he size of this ratio is again rela­

tive to t-he character of a particular business. Thus, i~ 

receivables are reasonably liquid, and if there is a rapid 

inventory turnover, a ratio of less than 1:1 may be adequate. 

~here receivables are not reasonably liquid and where the 

inventory turnover is small, a much larger ratio m~ be necess­

ar,y. A high ratio, on the other hand, m~ show that either 

the current debt is small, or else that too m~ch money is tied 

up in cash or receivables. The executive should, therefore. 

watch the tendency ,_of this rat 1o very carefully, regardless 

of the nature of its change. 

The ratio of net working capital to inventor,y supports, 
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and adds further meaning, to the current asset ratio. This 

ratio shows the proportion of owned working capital to invento~ 

and, consequently, the greater the ratio the less risk of loss 

from a price decline. The siae of the ratio would, therefore, 

depend upon the kind of goods represented by the inventor,y. 

nHaw material prices var,y more widely than prices of finished 

goods; wholesale prices more than retail prices; prices o~ 

staples leas than prices of luxuries; prices of trade marked 

goods less than un-marked goods, etc.nl A large inventory, 

therefore, which is sensitive to marked price fluctuations 

should be looked upon as a danger signal. 

A study of all current asset ratios for all corporationE 

in AppendiX "A", shows a wide variation among the ratios of 

the different corporations in the different industries. Most 

of the corporations have at least a 2 to 1 ratio. However, 

there is an exception to this in the case of the Nashawena 

Mills vorporation in the cotton industr,v, and the United Dairy 

Products in the food produots industq. In the former oase_, 

the corporation had less than a 2 to 1 ratio even though the 

other corporations within the industry have unusually high 

ratios. On the other band, the ratio of this company fluct­

uates very little as compared to the large fluctuations in 

the other oorpore.tions. Other corporations have a current 

asset ratio below 2 to 1, but in each case it is a temporary 

1 • Swan ish, P • 
me nt • ., -p • 154 • 

~Business Organization and Manage-



fluotuation below this standard. For a list of oorporations 

below a 2 to 1 ratio, see Appendix "B". No industry studied 

fell below this "rule of thumb" standard. 

Table 6 shows a oomparison of prioes and current ratios 

for the tti~:terenlfs industries during the period studied. The 

1 ist of pr iaes was taken direotly :from Table 5, while the 

ratios were computed from a aomposite balanae sheet of the 

oorporations studied. Thus, in the meat ~aoking industr.r, :tour 

oorporations were studied. The current asset ratio for this 

industry was found by dividing the total current assets of 

these four corporations by their total current liabilities. 

A study of the Meat Packing Industry shows that prioes 

decreased in 1929, inoreased in 1928 and 1929, and deoreased 

in 1900 and 1931 C a rather sharp decrease in 1931). ~urrent 

asset ratio inoreased in 1927, deoreased in 1928 and 1929, and 

inoreased sharply in 1930 and 1931. The current asset ratio, 

therefore, moved in just the opposite direotion of prices. 

In other words, a deorease in price was aooompanied by an in~ 

orease in the ratio, while a rise in price was accompanied by 

a deorease in ratio. lhe increase in ratio aocompanying the 

decrease in price can be aoc:ounted for by the :faot that the 

oorporations studied decreased their ourrent indebtedness more 

rapidly than the decline in their ourrent assets. current 

assets of the Meat Paoking Industry in 1931 were approximately 

70/o of the 1926 total, while current liabilities were only 45~. 

Again in the Iron and dteel Industr,y prioes moved in 
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'lABLE 6 UOMPARISON OF 'NHOLESALE COMMODITY PRICES AND CURREHT 
.ASSET llTIO BY IN:XSTRY. 

INDUSTRY 1926 1927 1928 1929 1930 1931 

Meat Paol:iy 
Wholesale Oom'ty Prices 100.0 92.6 107.3 109.1 98.4 73.6 
Current Asset ~tio 4.7 4.8 4.7 4.2 6.3 7.3 Iron and Steel 
Wholesale Oom'ty Prices 100.0 95.9 94.9 97.3 91.6 86.6 
Current Asset Hatio 4.8 5.0 5.1 4.8 5.1 7.2 Automobiles and 1truoks 
Wholesale Oom'ty Prices 100.0 101.8 106.5 110.9 104.1 99.7 
Current Asset Hatio 3.2· 3.3 3.2 4.0 5.1 4.9 Textile 
Wholesale Com'ty Prices 100.0 95.7 96.3 93.7 80.8 62.9 
Current Asset Ratio 4.6 5.8 6.3 7.0 10.1 10.9 Copper Mining 
Wholesale Oom'ty Prices 100.0 91.9 93.3 105.0 881.0. 56.8 
current Asset Ratio 5.1 4.6 3.6 3.2 3.1 2.5 

011 and Oil Produai~ 
Wholesale Oom'ty Pria$S 100.0 72.6 72.0 71.3 61.7 38.9 
Current Asset Ratio 3.3 5.0 4.6 4.9 4.7 6.1 Chemical and ~ertilizer 
Wholesale Oom'ty Prices 100.0 96.7 95.5 94.4 88.7 74.8 
Current Asset Ratio 8.2 7.9 7.2 6.8 7.0 9.2 Mahry. and Mah. ~~UiE• 
Wholesale Com•ty Prices 100.0 100.2 97.2 98.5 98.1 90.5 
Current Asset Ratio 6.6 7.5 4.5 4.6 11.4 11.8 Bld. ~~uiE• and SupElies 
Wholesale Oom'ty Prices 100.0 93.7 93.7 97.1 90.3 74.9 
Current Asset Ratio 5.2 4.3 4.3 4.1 4.6 6.8 



., 
TABLE 6 OOHT'D. 

INDUSTRY 1926 1927 1928 1929 1930 1931 

J'ood Products 
Wholesale Com•ty Prices 100.0 96.5 101.0 99.7 90.2 72.9 
current Asset Hatio 3.7 3.6 4.3 3.6 4.3 5.3 

Offioe and Bus. ~~ui~. 
Wholesale Com 1ty Prices 100.0 100.2 97.2 98.5 98.1 90.5 
current Asset Hatio 5.8 7.0 6.7 6.0 7.9 8.8 

coal Mining 
Wholesale Com•ty Priaes 100.0 100.4 93.1 91.3 89.4 83.9 
Current Asset Ratio 2.9 2.1 2.1 .:- 2.9 2.7 4.1 

Total 
I~ Wllolesale Oom'ty Prices 100.0 95.4 97.7 96.5 86.4. 69.1 

Current Asset aatio 3.9 4.4 4.3 4.4 4.9 6.8 



just the opposite direction of the current asset ratio. Here 

prioes moved downward in 1927 and 1928, took an upward turn in 

1929, and then moved downward in 1930 and 1931. Current asset 

ratio moved upward in 1927 and 1928, downward in 1929, and 

upward again in 1930 and 1931. As, in the Meat Packing In­

dustry, there seems to be a tendency for the industr,y, as a 

whole, to increase its current liabilities at a mora rapid 

rate then its current assets during a period of riSing prices, 

while during a period of falling prioes there seems to be 

an opposite tendency. '.Vhus, com9a.ring 1931 and 1926, we find 

that current assets in 1931 are 87% of 1926, while current 

liabilittes in 1931 are only 59~v. of the 1926 assets. 

Two points are to be especially noted in the Automo­

biles and 1'rucks Industry. In the first place, the price 

changes are much d if:ferent than in the other industries 

studied. All of the other industries show a price decline in 

1930 and 1931, and when this 1931 price level is compared with 

the 1926 level, we find it to be very much lower. 1'his is 

not true in the Automobiles and ~ruoks Industry. For here, 

prices moved upward in 1930 and, although they moved downward 

in 1931, the prioe level in this year is only .3~ lower than 

in 1926. The second noticeable thing is that the ratio has 

not moved in an opposite direction o:f the prioe level in this 

industry. Comparing it with the general price level of all 

industries, however, we do find this trend with the exception 

of 1931. Both in 1929 and 19~0 the current liabilities 



Year 

1926 
1927 
1928 
1929 
1930 
1931 

Gener~l Price Level 
of all Industries 

100.0 
95.4 
97.7 
96.5 
86.4 
69.1 

Current Asset 
Ratio 

3.2 
3.3 
3.2 
4.0 
5.1 
4.9 

decreased more rapidly than did the current assets. This 
. 

showed itself in an increase in the ratio. In 1931, however, 

the current assets decreased more rapidly- than the current 

liabilities, and, hence, the reason for the drop in the ratio. 

Prices in the ~extile Industry, as a whole, with the 

exceptton of 1928, showed a downward trend, while current 

asset ratio showed a steady increase each successive year. 

In this industry, there is a tendency for prices and current 

asset ratio to move in oppostqe directions. The ratio in­

creased because current liabilities decreased eaah year until 

in 1931 they were only- 22·,, of the 1926 total; while current 

assets decreased in 1927 and 1928, increased. in 1929, and 

decreased in 1930 and 1921, at whiah time they were 54~ of 

the 1926 current assets. 

Of all the industria s studied, the uopper Mining 

Industry is unique in that the current asset ratio shows a 

movement in the same direction as the movement of prices. In 

other words, with an increase in the price index, has been 

an increase in current asset ratio; with a decrease in the 
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prioe index has oome a decrease in the aurrent asset ratio. 

Both the 1931 price level and the 1931 current asset ratio 

were approximately one-half of the 1926 figures. This tend­

enoy is accounted for by the faot that the ourrent liabilities 

of the industry in eaoh year were larger than the current 

liabilities of 1926. For 1928, 1929, and 1930 current assets 

were larger than in 1926, but these increased more rapidly 

than the ourrent liabilities. In 1927 and 1931, moreover, 

aurrent assets were smaller than those of 1926, while current 

1ia.bilit iea were greater. 

Mixed trends seem to appear in the Oil and Oil Produc­

ing Industr,y. Prices dropped sharply in 1927, deareased 

slightly in 1928 and 1929, and then took another sharp drop 

in 1930 and 1931. vurrent asset ratio increased in 1927, 

decreased in 1928, inoreased in 1929, decreased in 1930, and 

increased in 1931. The following shows the movement of current 

assets and current liabilities for the years in question. The 

figures are given in millions of dollars. 

Year 

1926 
1927 
1928 
1929 
19.30 
1931 

Uurrent Assets 

1553 
807 

1550 
1779 
1650 
1361 

Current Liabilities 

466 
162 
337 
365 
349 
222 

Again, in the Ohemica1 and Fertilizer Industr,y'there 

seems to be a oanbined tendency, yet, in spite of slight 

variations, the familiar movement is notioeable. ?rices 
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moved from 100 in 1926 to 74.8 in 1931, while current asset 

ratio m~ed from 8.2 in 1926 to 9.2 in 1931. 

In the Machinery and Machine ~quipment Industry prioes 

in 1927 remained very nearly at the same level as in 1926. 

In 1928 priaes moved downward, in 1929 upward, and in 1930 

and 1931 downward. ourrent asset ratio moved upward in 1927, 

downward in 1928, and upward in 1929, 1930, and 1931. In 

1930 the upward movement was very noticeable, the ratio going 

from 4.6 in 1929 to 11.4 in 1930. Up until 1930, therefore, 

the ratio moved in the same direction as prices, while tor the 

years 1930 and 19 31 the ratio and price movement were in the 

opposite direct ion. The reason for the high ratio in 1930 

and 1931 was the drop in ourrent liabilities. 1930 current 

liabilities were 44~ of 1929, while in 1931 they were 36% 

of the 1929 figure. Current assets in 1930 1!fere 109,& of the 

1929 current assets, and in 1931 were 92~ of the 1929 figure. 

In the Building Equipment and Supplies Industry, we 

find, with the exception of the year 1927, that this ratio 

again moved in just the opposite direction of the price level. 

Prices moved downward in 1927, remained the same in 1928, moved 

upward in 1929, and ~ownward again in 1930 and 1931. ~urrent 

asset ratio moved downward in 1927, remained the same in 1928, 

moved downward in 1929, and upward again in 1930 and 1931. 

This is explained by the fact that current indebtedness was 

reduced considerably in 1930 and 1931 -'the two years showing 

the most marked decline in prices. 
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b'ood Products Industry shows the same tendenay as the 

Machinery and Machine Equipment Industry, namely, a movement 

in the same direation o:f priaes and ourrent asset ratio until 

1930. For 1930 and 1931, prices and the ratio moved in the 

oqposite direotion. Prices moved downward, while the ratio 

moved upward beoauae current assets went from 105.16 million 

in 1929, to 105.45 million in 1930, and 76.30 million in 

1931, while current liabilities went from 25.63 million in 

1929 to 22.79 million in 1930, and 11.29 million in 1931. 

Prioes in the Offtce and Business Equipment Industry 

remained practioally stationary in 1927 (moving from 100.0 

in 1926 to 100.2 in 1927), moved downward in 1928, upward in 

1929, and downward in 1930 and 1931, while the current asset 

ratio moved upward in 1927, downward in 1928 and 1929, and 

upward in 1930 and 1931. The following illustration shows 

this movement: 

Years Priaes 

1926 100.0 
1927 100.2 
1928 97.2 
1929 98.6 
1930 98.1 
1931 90.5 

For the years 1929 t 

and the priae level 

current 
Assets 
Ratio 

5.8 
7.0 
6.7 
6.0 
7.9 
8.8 

1930, and 

ia in the 

Current 
Assets 
(mill ions) 

fl06.6 
119.7 
123.3 
119.6 
109.2 
72.8 

Current 
Liabilities 
(millions) 

~18.2 
17 .o 
18.3 
19.9 
13.8 
8.3 

1931, the movement of the 

opposite direction. 

ratio 

Again in the Coal Mining Industry we find a mixed 
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trend in the movement of the ratio and ~riaes. ?riaes moved 

slightly upward in 1927, downward in 1988, 1929, 1930, and 1931. 

Jurrent asset ratio moved downward in 1927, remained the same 

in 1928, moved upward in 1929, downward in 1930 and upward in 

1931. In 1930 we find the movement in the same direction. while 

in the years 1927, 1929, and 1931, we find the movements in 

the opposite directions. The year 1928 shows no change in 

the ratio, while there was a decided drop in the price level. 

Taking the figures for all industries we find that 

the movement of prices is exactly opposite to the movement of 

current asset ratio. When the priae moved upward the ratio 

moved downward, when the price moved upward the ratio moved 

aownward. This suggests that business enterprises hasten to 

get out of debt during periods of falling prices. This is to 

pe expected since it is better to be owed, than to owe in a 

~eriod of falling prices, as previously suggested. Table 7 

~hows this tendena.1 of the 122 corporations studied, of getting 

put of debt. 

TABLE 7 'rOTAL CURllliH'.P ASSET~ ADD CUli.l{l<Jl~T LIABILI1'IES 
FOR ALL C OREOKA.TI OliS • 

Years 

1926 
1927 
1928 
1929 
1930 
1931 

current 
Assets 

in 
Millions 

f4745.51 
4109.14 
5220.46 
5534.86 
5029.15 
4258.28 

Current 
Liabilities 

in 
Millions 

,1210.21 
930.93 

1226.54 
1255.49 
1019.60 
731.64 

Wholesale 
Commodity 
.Prices 

100.0 
95.4 
97.7 
96.5 
86.4 
69.1 

current 
Asset 
.datio 

3.9 
4.4 
4.3 
4.4 
4.9 
5.8 
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' A stud~ of the 122 corporations in Appendix ~a" showa 

a wide variation in the ratio of aash and e~uivalent plus 

~eoeivables to uurrent Liabilities. This ratio is call~d the 

"Acid ~est". This variation is from a ratio of .05 in the 

oase of the Houston Oil Company, to a ratio of infinit~ in 

the case of the Eepperall Manufacturing ~ompa~. In the 

latter case the compan~ has no current liabilities. Although 

a 1:1 ratio is considered the normal ratio, we again find 

many instances where corporations have a ratio below this 

figure. Appendix ''.D'' gives a list of such corporations. 

'E.he average of all the corporations studied shows a 

ratio above this "rule of thumb'' standard, and, as a matter of 

:t'aot, a ratio wh ioh e~uals or exceeds 2 to 1. 1'111 s shawa that, 

on the average, the corporations studied were in a strong 

li~uid poe it ion. 

Table 8 compares this ratio with the price level. In 

the main, there is a tendenc~ for this ratio to increase with 

a decrease in the price level. 

In the Meat Packing Industr~ in 1927, the movement of 

both the ratio and the price index was in the same direction, 

price level moved downwar d, as did the ratio. In 1928, 1929 9 

1930, and 1931 the opposite appears. Prices moved upward in 

1928 and 1929; downward in 1930 and 1931. ~he ratio• on the 

other hand, moved downward in 1928 and 1929, and upward in 

1930 and 1931. The increase in the ratio in 1930 and 1931 is 

explained by the fact that the industcy greatly reduced its 
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TABLE 8 COMPARISON OF WHOLESALE 0 ClMMO:>ITY .PRIOE3 AND CASH AJID EQUIVALENT 

PLUS RECEIVABLES TO CURREl~T L:US.BILI':ri~S BY INDUSTRY. 

INDUSTRY 1926 1927 1928 1929 1930 1931 

Meat Packing 
Wholesale Commodity Price 100.0 92.6 107.3 109.1 98.4 73.6 
rtAcid Test" ratio 2.1 2.0 1.9 1.7 2.6 3.7 

Iron and Steel 
Wholesale Commodity Priee 100.0 96.9 94.9 97.3 91.6 86.6 
"Acid Test'' ratio 2.5 2.5 2.8 2.6 2.3 3.0 

Automobiles and ~rucks 
Wholesale Oommodity Price 100.0 101.8 106.5 110.9 104.1 99.7 
"Acid Testrt ratio 1.7 2.0 1.8 2.1 3.2 3.4 

T'extile p 
Wholesale Commodity Price 100.0 95.7 96.3 93.7 80.8 62.9 
"Acid ~est" ratio 1.8 2.1 2.6 3.1 5.2 4.'1 

Oop~r Mini~ 
W~lesale ommodity Price 100.0 91.9 93.3 105.0 81.0 56.8 
"Acid ?est" ratio 2.3 1.9 1.9 1.5 1.3 .a 

Oil and Oil Produoins 
Wholesale Commodity Price 100.0 72.6 72.0 71.3 61.7 38.9 
"Acid ~est" ratio 1.7 2.1 2.4 2.5 2.5 3.5 

Chemical and Fertilizer 
Wholesale Commodity Price 100.0 96.7 95.5 94.4 88.7 74.8 
''Acid Test" ratio 4.8 4.5 4.8 4.4 .4.2 5.4 

Machinery and Machine E~uiE• 
Wholesale Commodity Prioe 100.0 100.2 .9'1.2 98.5 98.1 90.5 
"Acid ?est" ratio 3.5 3.8 2.3 2.3 5.8 6.3 

Buildin! E~uiE• and SupElies 
Wholesale Commodity Price 100.0 93.'1 93.7 97.1 90.3 74.9 
"Acid Test" ratio 3.2 2.6 2.6 2.6 3.2 4.3 
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TABLE 8 OONT'D. 

I.NDUSTRY 1926 1927 1928 1929 1930 1931 

·-
:rood Products 

Wholesale Uommodi t~ Price :t.oo.o 96.5 101.0 99.7 90.2 72.9 
~Acid Test~ ratio 2.4 2.1 2.7 2.0 2.5 3.5 

Office and Business ~~uitment 
Wholesale Commodity Pr ce 100.0 100.2 97.2 98.5 98.1 90.5 
''Acid Test" ratio 3.8 4.6 4.6 3.9 5.2 6.1 

Coal Mining 
Wholesale commodit7 Price 100.0 100.4 93.1 91.3 89.4 83.9 
~Acid Teatrt ratio 2.0 1.2 1.3 2.0 1.9 2.7 

Total 
WhOlesale Oommodity Price 100.0 95.4 97.7 96.5 86.4 69.1 ~ ~Acid Test~ ratio 2.0 2.2 2.3 2.:3 2.6 3.2 
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current indebtedness. 

In the Iron and Steel Industr,y we find once more a 

tendency for the ratio and prices to move in opposite direc­

tions, the years 1927 and 1930 being the exceptions. In 192' 

prives moved downward, while the ratio remained steady. In 

1930 both the price and ratio moved downward. The following 

list shows why this movement has occurred in the industry: 

Years 

1926 
1927 
1928 
1929 
1930 
1931 

vash and 
3quivalent 

in 
Millions 

~293.98 
250.53 
307.98 
362.35 
278.66 
234.16 

.deceivable a 
in 

Millions 

f171.29 
166.85 
193.50 
173.72 
138.25 
95.62 

Ourrent 
Liabilities 

in 
Millions 

il87.79 
169.34 
177.89 
209.44 
179.27 
110.48 

In the years 1928, 1930, and 1931 the ratio and pricesm 

·. the A.utomobile and 1'ruck Industr,y moved in oppoSite directions, 

while in 1927 and 1929, the movement was in the same direction. 

In both of the latter years, prices moved upward compared with 

:·. the preceding year. In both instances, the ratio moved upward 
•' 

from the preceding year. The reason for this tendency to move 

in this opposite direction is that the corporations on the 

average reduced their current liabilities as soon as the price 

level declined. 

With the exception of the years 1928 and 1931 prices 

and this ratio in the Textile Industr.v moved in opposite 

l·: ~irections. Although the 1931 ratio was lower than the 1930 
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ratio, despite the downward movement in prices, yet a compar­

ison of the 1931 and 1926 ratios, and of the 1931 and 1926 

price levels shows that the movement has been in the opposite 

direction. Thus, while the price index fell from 1926 to 1931, 

the ratio has increased considerably. In this indust17 the 

marked reduction of current liabilities occurred in 1930, and 

in that year, the ''Acid Test" ratio was unusually high. :.!!here 

was another reduction in 1931, but this decrease was not as 

large as in 1930. Cash and receivables, on the other hand, 

decreased slightly in 1930, and noticeably in 1931. 

As in the ease of the eurrent asset rat to, this rat to 

in the ~opper Mining Industry shows a tendency to react direct­

ly with the price level. If we compare all of the years with 

the 1926 level, we find, with one exception, i. t!., 1929, that 

where price has moved downward the ratio has moved downward. 

In 1929 prices moved upward while the ratio moved downward. 

No definite conclusions can be drawn in explaining this tenden­

cy, except to point out the ~act that current liabilities have 

not been reduced. We find 1926 to be the year in which the 

smallest amount of current liabilities were reported, while 

1931 we find to be the year in which the smallest amount of 

current assets were reported. 

Prices in the Oil and Oil Producing Industr,y moved 

downward in each succeeding year, while the ratio moved upward 

in each succeeding year with the exception of 1930. In this 

Year we find no change in the ratio, yet the price level moved 
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adness during declining prices has been the main oause of this 

t~endenQ1'. 

The Ohemical and Fertilizer Industr,y again shows a 

combination of movement. Prioes moved downward in each suooeed­

ing year. beginning with 1926. while the ratio moved downward 

in 1921, upward in 1928. downward in 1929 and 1930, and upward 

1n 1931. Despite these variations, the ratio was ~ower than in 

~926. A sharp drop in current liabilities accounts for the 

~igh ratio in 1931, while the large amount of current liabil­

~ties in 1929 and 1930 aooounts for the low ratio. 

In the first two years the ratio in the Machinery and 

~aahine Equipment Industry moved in the same direction as the 

prioes. In 1929 the prioe level moved upward, while the ratio 

~emained the same. The following two years. with prices fall­

~ng, this ratio moved sharplY upward. the year 1931, in whioh 

~he prioe movement was most noticeable, showed the ratio move­

~nt in the opposite direction of the 9rioe movement. Again 

~his movement is accounted for by the faot ~hat ourrent indebt­

~dness was reduced as soon as the declining prioe level beoame 

~eally marked. 1930 ourrent liabilities were 45~ of the 1929 

~otal. while in 1931 they were only 36~ of the 1929 figure. 

~ash and Heoeivables in 1930 were 11~ of the 1929 figure. 

Jhile in 1931 they were approximatelY 98~ of the 1929 level. 

Building ~quipment and ~upplies Industry shows a 

~imilar movement to the above industry. In 1927, prices and 
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the ratio both moved downward. The year 1928 shows the same 

price level and the same ratio as in the preceding year. ln 

1929 prices moved upward while the ratio remained the same. 

From here on pri'oes dropped stead Uy, while the ratio increased. 

Again current liabilities were reduced, thus causing the in­

crease in the ratio in 1930 and 1931. 

Until the year 1930, the movement of the ratio and 

prices in tbe Pood ?roducts Industr.y was in the same direction. 

In the years 1930 and 1931, however, there is a reverse tend­

ency, and while prices were moving downward, the ratio moved 

steadilY upward. ~eluction of current indebtedness explains 

thismovement. Taling ~he year 1929 as a base of 100, current 

liabilities in 1930 were 88, and in 1931 were 66. With the 

same base of 100 for cash and receivables in 1929, in 1930 

they became 110, and in 1931 they are 115. 

In the Office and ~siness Aquipment Industry the 

last three years shaw this opposite movement of the prices and 

the ratio. In 1921 prices moved slightly upward, and with 

this went an increase in the ratio. ~he movement in prices, 

which was downward in 1928, was accompanied by no change in 

the ratio. From here prices moved upward in 1929, down.ard in 

1930 and 1931, while the ratio moved downward in 1929, and 

upward in 1930 and 1931. Again the movement in 1930 and 1931 

has been caused by the reduction of current liabilities. 

With the exception of 1930 the price level and the 

ratio moved in the opposite direction in the Ooal Mining ln-
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dustry. Price level moved upward in 1927 and downward in 

1928, 1929, 1930, and 1931, while the ratio moved downward in 

1927, upward in 1928, and 1929, downward in 19!30 and upward 

again in 19!31. The reason for the ratio not increasing in 

19!30 was that cash and equivalent, and receivables were de­

creased more rapidly than were the current liabilities. 

A study of all industries for oa&a and equivalent, 

plus receivables to current liabilities reveals the same tend­

ency as the current asset ratio, although not as definitely, 

because in 1928 and 1929 the price level and ratio did not 

move in opposite directions. P~ioes moved downward in 129'1 • 

upward in 1928, and downward again in 1929, 1930. and 19!1. ne 

ratio moved upward in 1927 and 1928, remained stea~ in 1929; 

and then increased in 1930 and 1931. The increase in the ratio 

in 19~ and 19!31 is again explained by the fact that current 

liabilities were reduced considerably. Table 9 shows how this 

tendency has. taken plact. 

TABLE 9 TOTAL OF CASH, RECEIVABLES, AND CURRENT LIABIL-
IT IES FOR ALL INDUSTRIES. 

Year Cash Receivables Current Prices liatic 
in in Liabilities 
Millions Millions in 

Millions 

1926 $1216.64 ,1227.51 il210.21 100.0 2.0 191,, 112!3.98 900.18 930.9!3 95.4 2.2 1928 1649.20 1162.46 1226.54 97.9 2.3 1929 1578.77 1294.50 1255.49 96.5 2.3 19!30 1560.54 1081.64 1019.60 86.4 2.6 19!31 1511.72 811.50 731.64 69.1 3.2 
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In the case of the Net Working Uapital to Inventor.v 

the 122 corporations shown in Appendix ''Elf, do not show 

as large a variation fran year to year, as was 'the case with 

the former ratios. Yet there are certain variations, and, 

consequently, it would be hard to note allY' general tendency 

from a study of the corporations in this list. A study of 

industries, however, does give us an idea of the tendency to 

i, be found in this rat t.o. fable 10 gives a list of the rat to 
f, 

of Net uurrent Assets to Inventory and the Wholesale Commodity 

prioes for the years studied. 

A study of eaoh industry .is unneccessary sinoe this 

ratio does not show a wide fluctuation between industries, nor 

does it show a wide fluctuation within any industey. It might 

be well to point out, however, that comparing 1926 and 1931• 

the ratio was higher in 1931 in every industry with the excep­

tion of the Iron and steel Industr.v and the Uopper Mining In­

dustry. Pailttre to reduce inventories in both industries 

was the cause for the lo* ratio in 1931. 

1lb.e total for all industries does not show any general 

tendency except that in 1930 and 1931 when prioe decline was 

most pronounced, the ratio moved upward. Thus, prices moved 

downward in 1927, upward in 1928, and downward in 1929, 1930, 

and 1931. The ratio remained the same in 1927, moved upward 

in 1928, downward in 1929, and upward in 1931. Table 11 

shows a comparison of prices, ratios, net current assets, and 

inventories. 
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TABLE 10 COMPARISON OF FRIC33 AND RATIO OF WORKIUG CAPITAL 1'0 INVElfl'ORY 
FOR ALL INDUSTRIES. 

INDUSTRY 1926 1927 1928 1929 1930 1931 

Meat Packing 
Wholesale Commodity Prices 100.0 92.6 107.3 109.1 98.4 73.6 
.ttatio of Net Work. Cap. to Inv. 1.4 1.4 1.3 1.3 1.4 1.7 

Iron and Steel 
.~Wholesale Oommoclity Prices 100.0 95.9 94.9 97.3 91.6 86.6 

Ratio of Net Work. Cap. to Inv. 1.6 1.6 1.8 1.7 1.5 1.5 
Automobiles and Truoks 

Wholesale Commodity Prices 100.0 101.8 106.5 110.9 104.1 99.7 

., 

Ratio of Net Wor-k. Cap. to Inv. 1.5 1.7 1.6 1.6 2.1 2.5 lt)l 
Textile ~ 

Wholesale uommodity Prices 100.0 95.7 96.3 93.7 80.8 62.9 • 
Ratio of Net Work. Oap. to Inv. 1.3 1.3 1.3 1.6 1.8 1.6 

Co~~r Mini~ 
olesale ~mmodity Prices 100.0 91.9 ~3.3 105.0 81.0 56.8 

Ratio of Net Work. Cap. to Inv. 1.4 1.3 1.6 1.3 1.2 .9 
Oil and Oil Producing 

Wholesale Uommodity Prices · 100.0 72.6 ,2.0 71.3 61.7 38.9 
Ratio of Net Work. ~a.p. to Inv. 1.4 1.4 1.7 1.6 1.7 1.9 

Chemical and Fertilizer 
Wholesale Uommodity Prices 100.0 96.7 95.5 94.4 88.7 74.8 
Ratio of Net Work. ~.lap. to Inv. 2.1 2.1 2.6 2.5 2.2 2.2 

Machine;z and Machine Equip. 
Wholesale Oommodity Prices 100.0 100.2 9~.2 98.5 98.1 90.5 
Ratio of Net Work. ~ap. to Inv. 1.8 1.8 1.6 1.6 1.9 2.0 

Building Equip. and Supplies 
Wholesale Commodtf.Vrioes 100.0 93.7 93.7 97.1 90.3 74.9 
Ratio of Net Work. Oap. to Inv. 2.£ 1.9 2.0 2.1 2.6 2.3 
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'J.lABLE 10 CONT 'D. 

INDUSTRY 1926 1927 1928 1929 1930 1931 

:rood Products 
Wholesale Uommodity Prices 100.0 96.5 101.0 99.7 90.2 72.9 
Ratio of Net Work. Cap. to Inv. 2.2 1.7 2.0 1.6 1.9 2.4 

Office and Bui1din~ E~uiE• 
Wholesale Oommod t.i Priaes 100.0 100.2 97.2 98.5 98.1 90.5 
Ratio of Net Work. Cap·. to Inv. 2.4 2.5 2.7 2.4 2.6 2.9 

Coal Mining 
Wholesale Uommodity Prices 100.0 100.4 93.1 91.3 89.4 83.9 
Ratio of Net Work. Uap. to Inv. 2.0 1.2 1.4 2.2; 2.3 2.2 

Total I~ Wholesale Uommodity ?rices 100.0 95.4 97.7 96.5 86.4 69.1 
Ratio of Net work. Uap. to Inv. 1.5 1.5 1.7 1.6 1.7 1.8 
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TABLE 11. COMPAl1I30N OF 7tl] K!TIO B»! WaREING CAPITAL 
TO INVEl~ORY, PHICES, liNT OUHHENT ASS~T$, 
A.ljD Il'NENTORY FOR ALL INllJSTRIE'S. 

Year Net 
l)urrent 
Assets 

in 
Millions 

1926 f3535 
1927 3178 
1928 3994 
1929 4280 
1930 4010 
1931 3527 

Inv.entary 
in 

Millions 

f230l 
2085 
2409 
2664 
2388 
1935 

:Prices Ratio 

100.0 1.5 
95.4 1.6 
97.7 1.7 
9i .. 5 1.6 
86.4 1.7 
69.1 1.8 

Prom this it oan be oonqluded that Working l.fapita.l. 

Ratios tend to move in an opposite direction of prioes. This 

tendenoy seemed to be most pronounced in the years 1930 and 

1931, when the prioe deoline was most noticeable. 
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lllCOME A.iiJ ~llNl~SE RA-TIOS. 

Income andexpense ratios show how much is being earned 

on capital invested in the business. Oompared from period to 

period, these ratios show the growth or decline of a concern. 

If profits are stead~ declining, it is better for a business 

to get its capital from sources which do not impose fixed 

charges upon the business. This is also true when there is a 

condition existing in which the rate of profit continues lower 

than the fixed charges. 

'.rhe following Income and Expense ratios are used by the 

executive to watch the trend of his business: 

1. Ratio of Net Operating Profit to ~ales, (!his 

ra·tio is computed by dividing net profit from 

operations ·by net sales.) 

2. Ratio of Net Operating Profit to ~otal Capital. 

(Net profits from operations divided by the total 

invested capital in this case determines the 

ratio.) 

3. Ratio of ~ales to total capital i e found by 

dividing net sales by the total invested capital. 

4. Ratio of Operating Oosts and ~xpenses to ~ales. 

(Operating costs divided by net sales give this 



r 58. ' .---------!L!2..t._ __ ___ 
r ratio. 

5. ~atio of Net Profit to Sales is computed by 

dividing th~ net operating profit by net sales. 

6. Hatio of Non-operating income to Net-operating 

profit. This ratio is found by dividing the nat 

income, other than that from operations , by nat 

Income from operations. 

7. Ratio of Net Profit to Capital stool. The profits 

divided by total capital stock determine this 

ratio. 

s. Ratio of profit available for interest and interest 

charges. To obtain this ratio, net Qrofits are 

divided by fiXed charges. 

9. Ratio of net .f>rofit to Property Account is found 

by dividing the net profit by net property, plus 

investments. 1 

This list of ratios by no means exhausts the possible 

ratios, but it is large enough to give a satisfactory analysis 

for the executive. In this pa9er only three Income and ~xpense 

ratios were used. the 'list was limited to this number because 

much of the neoessary·information was not obtainable. dales. 

Net Operating Profit, Operating Costs, Capital Uosts, and non­

operating Income were inaccessible. As was the case with the 

1. swanish, P. T., ~Business Organization and Manage­
ment.~ p. 150. 
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Working Capital Hatios, the ~iguras used in aomputing Inaome 

and Expanse Hatios ware also taken either direatly, or in­

direatly, ~rom the standard T~ade and Seaurities 3erviae. 

Sinaa corporations report their Profit and Loss dtatemanta, 

and their Balance Sheets in their own desire~ form, it is 

necessary to group items unde• general heads so that there is 

a aommon basis of aomparison. In the grouping of figures, the 

unobtainable quantities have been merged into more generic 

it ems. 

Three ratios have been used to indicate the trend of 

!naoma and ~xpense ratios during the period of falling prices. 

If an exhaustive study were being made, three ratios would not 

r be enough for a oanplete analysis. However, it seems safe to ,, 
! 

conclude that other Income and ~xpense ratios would show the 

eame tendency as those which have been studied. 

In the ease of Working Capital rlatios, the figures 

necessary to compute ratios for 1926 were compiled, or were in 

suc.h form that the computation crould be made. In the case of 

the Income and ~xpensa ratios, this has not been,the case. 

Ratios for 1926, therefore, have been omitted. This does not 

substantially affect the conclusion, however, beoausa the 

price changes from 1926 to 1927 have been nominal as compared 

to the prioe changes for the other five years studied. 

Rhe following ratios have been studied i'o r the years 

1927, 1928, 1929, 1930, and 1931: 

1. Ratio of Net rrofit available for interest and 
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2. Ratio of Net Profit to total invested capital. 

3. rlatio of Net irofit to ~et Property and long 

term investments. 

Fixed charges, such as the interest on bonded indebt­

edness, must be met if the concern wishes to avoid receivership. 

If a conctern is unable to earn its fixed charges, it must pay 

these charges from past income. auch a condition might exist 

for a short period without any serious consequence, Should it 

prevail year in and year out, such a condition would finally 

absorb the oash resources and past earnings of the business. 

The executive should, therefore, watch the ratio of Net Profit 

to FiXed Charges very carefully, especial~ if the ratio is 

low and is steadilY' declining. 

Ratio of Net ?refit to total invested capital ahara the 

percentage of invested capital returned in the form of net 

profit. If the ratio is small, it either shows that too much 

capital is invested in the business, or else the invested cap­

ital is being used unprofitably. 4 declining ratio might mean 

~hat the invested capital has increased, or else that net profit 

[has decreased. Either condition is a w14:rning signal to the 

~xeoutive. An increasing ratio, on the other hand, shows a 

healthy condition, other things equal. 

The ratio of net Property and long term investments 

•haws how efficiently the ftz.4 assets of a business are being 

~sed. If, over a period of time, this ratio is low as compared 
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with other businesses in the same industr.y, it is evident that 

the industr.1 with the low ratio is overbuilt. If the ratio 

is deol1ning, one of two forces are operative. First, the 

business may be increasing its fiXed assets more r~idly thsn 

the particular business warrants, or else, the profits of 

the business are declining. Both factors are warning signals 

for the executive. All things equal, an increase in the ratio 

shows a favorable trend because it informs the executive that 

his fixed assets are being used more efficiently. 

Appen41z "F" oomprising 122 corporations shows that 

many corporations have no ratio of Net Profit to Fixed uharges. 

This is to be expected in cases where the oapital structure 

is all common stock. Their financial position is good, for 

in a period of falling prices and declining profits, such 

corporate,eoncerns need not worry about the meeting of fiXed 

charges. The financial position of the company can be left 

unimpaired by passing the dividend when profits are small. 

Fixed cha.rges, however, cannot be avoided. Another noticeabla' 

condition is the wide variation among the different corporations. 

An ana~ysis of these variations shows that many of the corpor­

ations with high ratios have relatively low fixed charges. 

Many corporations have a negative ratio, suggesting that past 

earnings are being used to meet current expenses. 

Table 12 compares this ratio and the price level for 

122 corporations. The ratio of .Net .Profit to .i!'ixed Charges 

was found by dividing the total net profits of those corpor-

L 
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TABLE 12. COMJ?A.EUSON OF WHOLESALE :PRICES A.HD RA.'riO OF HE'r PROFIT 

TO FI3J> CHARGES 

INDUSTRY 1927 1928 1929 1930 1931 

Meat Packin! 
Wholesale Commodity Price 92.6 107.3 109.1 98.4 73.6 
Ratio of Net Profit to Fixed ~barges 1.4 2.1 2.0 1.9 d.2 

Iron and Steel 
Wholesale Jommodity Price 95.9 94.9 97.3 91.6 86.6 
Ratio of Net Profit to Fixed Charges 4.5 5.5 11.3 7.5 1.0 

Automobiles and Trucks 
Wholesale Commolity Price 101.8 106.5 110.9 104.1 99.7 
Hatio of Net Profit to Fixed Uharges 39.1 18.8 6.6 d_5.4 d2.6 

Textiles 
Wholesale Commodity Price 95.7 96.3 93.7 80.8 62.9 
Ratio of Net Profit to Fixed 6harges 1.6 1.1 2.0 d2.3 d2.7 

Go~~er Kinin~ I~ . olesale commodity Price 91.9 93.3 105.0 81.0 56.8 
· Ratio of Net Prof it to Fixed Oharges 2.7 5.8 9.6 8.4 • .3 I 

Oil and Oil Produoins 
Wholesale Commodity Prioe 72.6 72.0 71.3 61.7 38.9 
Ratio of Net Profit to Fixed vharges 4..8 9.4 10.5 3.8 .3 

Chemicals and Fertilizer 
Wiolesale Commodity Prioe 96.7 95.5 94.4 88.7 74.8 
Ratio of Net Profit to Fixed Charges - 6.2 8.0 11.7 2.7 

Machinery and Maohine Eu~iE· 
Wholesale Co:nmodity Prioe 100.2 97.2 98.5 98.1 90.5 
Ratio of Net Profit to FiXed Charges 7.2 6.2 9.2 10.1 2.0 

Building E~uip. and SupElies 
Wholesale Commodity Prioe 9?i.7 93.7 97.1 90.3 7ii. 9 
Ratio of Net Profit to Fixed Charges 4.8 5.8 7.1 5.6 1.8 



TABLE 12 CONT'D. 

IliDUS'J'HY 1927 1928 

Food :Produats 
Wholesale Commodity Price 96.5 101.0 
Ratio of Net Profit to Fixed Uharges 4.6 6.1 

Office and Busines~ E~uipment 
Wholesale Commodity Price 100.2 97.2 
Ratio of Net Prof it to Fixed .Jha.rges 5.2 5.7 

Coal Mining 
Wholesale Commodity Priae 100.4 93.1 
Ratio of net Prof it to Fixed l.ihargea d.7 1.2 

Total 
Wholesale commodity Prioe 95.4 97.7 
Ratio of Net irofit to ~'ixed l..lharges 3.8 6.1 

-

1929 1930 . 
99.7 90.2 

8.3 6.1 

98.5 98.1 
9.4 7.3 

91.3 89.4 
1.3 1.3 

96.5 86.4 
8.1 4.3 

--- -

1931 

72.9 
5.5 

90.5 
45.9 

83.9 
1.0 

69.1 
.5 

I 

I 

I 

(j) 

C>1 
• 

, 



ations, having fixed charges, by the total fixed charges of the 

corporations. A. study of the table in deta U shows certain 

definite trends. 

In Meat Packing prices rosa in 1928 and 1929; de­

creased in 1930 and 1931. The ratio moved upward in 1928; 

down in 1929, 1930, and 1931. With the exception of 1929, 

prices and the ratio moved in the same direction. ~et Profit 

in this industry increased in 1928, but then declined in 1929, . ;' 

1930, and 1931, while fixe4~harges decreased in 1928, in­

creased slightly in 1929, and decreased in 1930 and 1931. ~he 

decrease in prQfit and increase in fixed charges in 1929 

accounts for the lower ratio despite the increase in the price 

level. Meat Packing Industr,r is one of the three industries 

which has a negative ratio. 

With one exception, i. e., 1928, the Iron and Steel 
' 

Industry again reveals the same ten4ency of ratios and prices 

to move in the same direct ion. In 192 8 prices move downward• 

and the ratio upward. In the year 1929 both price and ratio 

moved upward. In the years 1930 ahd 1931 both prices and the 

ratio moved downward. ~et Profit moved upward in 1928 and 

1929; downward in 1930 and 1931. ~ixed charges move upward 

in 1928, and then tend to decline slightly in each of the 

succeeding years. The controlling factor in the ratio was net 

profit, whioh moved in the same direction as the price level 

with the exception of 1928. 

The years 1928 and 1929 in the Automobile and Truck 



Industry show declining ratios despite the fact that the price 

level was increasing. Profits in 1928, moved upward but fiXed 

charges rose at a more rapid rate. This explains the lower 

ratio. In 1929 the fixed charges increased again, while profit~ 

dropped noticeably. The result is a lower ratio in spite of 

the fact that the price level increased. In 1930 and 1931 

fixed charges dropped moderatelY, but net profits of corpora­

tions having fixed charges, changed into deficits, resulting 

in a negative ratio for the years 1930 and 1931. 

The Xextile Industry shows much the same trend as the 

AUtomobile and Truck Industry, 1. e., for the years 1928 and 

1929 the price level and the ratio Net Profit to Fixed Charges 
~· 
r· were in opposite direct.tons, and a corresponding movement for 

L 

both in the years 1930 and 1931. Prices move upward in 1928 

while ~et Profit and Fixed Charges move in the opposite dir-

action. ~ixed charges, however, changed at a slower rate. 

and this accounts for the lower ratio. Substantial increases 

in net profits accompanied by decreases in fixed assets'cauaed 

the ratio to increase in 1929 despite the decrease in the prioe 

level. With fixed charges remaining very nearly constant in 

1930 and 1931, net profits turned into deficits and negative 

ratios for these years. In Automobiles and ~ruck Industr.r the 

negative ratio in 1931 was smaller than in 1930, while in the 

Textile Industr,y the negative ratio in 1931 was greater than 

in 1930. 

With no exception, prices and the ratio ~~~e in the 
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same direction in the Oopper Mining Industry. Both move up­

ward in 1928 and 1929; downward in 1930 and 1931. This move­

ment was controlled by the net profits of the industr,r. Whila 

fixed charges gradually moved downward, net profit moved up­

ward in 1928 and 1929; downward in 1930 and 1931. 

Oil and Oil Producing is an exception in the years 

1928 and 1929. In 1928 prices moved downward, while the ratio 

Net Ero:fit to Fixed Charges doubled. In 1929 the rat 1o moved 

upward, while the price level again moved downward. The in­

crease in the ratio is explained by the large increase in net 

profits. Fixed Charges moved upward in 1930, decreased 

slightly in 1931, while net profit dropped sharply in both 

~ years. Hence, with a drop in prices in 1930 and 1931, the 

ratio moved sharply downward. 

In the Ohamical and Fertilizer Industry prices moved 

d~vnward in each succeeding year. The ratio, on the other hand 

which was non-existent in 1927, (caused by no fixed charges 

being recorded) increased in 1929 and 1930, and decreased in 

1931. The year 1931 was the only year in which prices and the 

ratio moved in the same direction. The reason for the increase 

in the ratio was the substantial increase in net profits in 

1929 and 1930. In 1931, a s.harp decline in the net profit is 

noticeab:J,e; conseq_uently, a drop in the ratio. Both this in-· 

dustry and the Oil and Oil Producing Industry have a ratio 

of .3 in 1931, ind iaating that the interest charges were not 

earned in either industry. 
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The Machinery and Machine Nq_u ipment Industry shows the 

same tendency, 1930 being an exception. Prices moved downward 

in 1927; upward in 1988; downward in 1931, with corresponding 

movements in the ratio. In 1930 prices moved downward, while 

the ratio moved up. The lower ratio in 1928 is accounted 

for by the fact that fixed charges increased at. a greater 

rate that the net profit. Net profit increased in 1929 and 

1930, while fixed charges remained practically the same, and 

again the ratio increases markedly. liet profit in 1931 moved 

to about 20fo of the 1930 level, and with the fixed aharges 

remaining almost. ,Jonstant, the ratio dropped sharply. 

Prices irl the Dullding ~q_uipment and Supply .Industry 

remained the same in 1928, moved upward in 1929, and down 

in 1930 and 1931. The ratio moved upward in 1928 and 1929, 

and downward in 1930 and 1931. The year 1928 is an exception, 

and, although prices remain the same, the ratio increased. 

With this exception, both prices and the ratio moved in the 

same direction •. FiXed a barges remained substantially the 

sa~e, until 1931, when they more than doubled. ~et ~rofit 

increased in 1928 and 1929, and decreased in 1930 and 1931. 

Thus, the trend of the Tatio has been governed by the net 

profit. 

With the exaeption of 1929, ~he Food Products industry 

again shows this direct relationship of prices and the ratio 

Net Profit to Fixed Charges. In 1928 both the prices and 

ratio ~oved upward. n1s is explained by an inarease in mt 
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profit. ~~ed ~harges moved upward, but less rapidly than 

the net profit. rhe year 1929 shows prices moving downward 

while the ratio moved upward. Again, the increase in the 

net profit was causal. In 1930 and 1931 the price level and 

ratio drop considerably. In 1930 this was due to the relative­

ly greater increase in the fixed charges as c'ompared with the 

increase in net profit, while the cause in 1931 was the drop 

in net profits while fixed charges remained practioallf the 

same. 

]he 1931 ratio in the Office and Dusiness ~quipment 

Industey- must be expla-ined in order that the unusually large 

figure becomes intelligible. Only two corporations in this 

industry have fixed charges, and in 1931 this figure was re­

duced to one. The one remaining industry was the industry 

which showed a continually high ratio, and, although the ratio 

was higher than in any other year, yet it is by no means out 

of proportion, for the in~rease is only 1~ over that of 1930. 

In 1928 prices and the ratio move in the opposite directions. 

With the exception of these two years both the price level 

and the ratio moved in the same direction. The increase in 

the ratio in 1928 and 1929 was caused by the increase in 

net profit, while the decrease in the 1930 ratio was due to 

a decrease in net profit. rhe 1931 ratio, as was previously 

stated, was due t.o the extinction o:r the fixed charges of 

one of the corporations within the industry. 

In the (Joal Mining Industry, the year 1931 is the 
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only year in which the price level and ratio moved in the 

same direction. In 1928, with & decrease in the price level, 

we find an increase in the rat!o; and again in 1929, with a 

slight decrease in the priae level, we find an increase in 

the ratio. The price level agaln moved downward in 1930, 

while the ratio remained the same. The controlling factor 

in ~he ratio trend was again the net profit, whioh increased 

:from a deficit in 1927 to a net profit in 1928, and then 

moved upward in 1929 and 1930, only to decline in 1931. Fixed 

charges also were a contributing :factor because there was a 

slight increase in these charges each succeeding year. 

Por an analysis of all industries we find one excep­

tion to a direct movement in prices and the ratio. ~is 

exception occurs in 1929, :for while the price level moved 

upward the ratio moved downward. In 1928 both the priae· 

level and the ratio moved upward, and in 1930 and 1931 both 

the price level and ratio moved downward. Table 18 shows 

thi~ movement, and shows the cause by a comparison of the 

ratio and price level with the net profit and fixed charges 

o:f all industries studied. 

In:oomputing the ratio of Bet Profit to total lnvest­

&d capital again the information for 1926 was not obtainable. 

_There is, consequently, no ratio for that year. A study of 

all ooTporations, in Appendix "G",for the years 1927, 1928, 

1929, 1930, and 1931 shows a mass of :figures from which a 

trend could scarcely be determined. Wide variations appear 



from industry to industry, and even between the corporations 

of the sarod industr,r. 

'.PABLE 13. COllPAB.ISO.N OI!~ TH.J.i.; .l{ATIO UE'l' l?.tWl!'ITS '1'0 I!'Ui!:.D 
GHA.HGES, PKICE ~V~L, NET .2KOPI'J!S, AlW l!~UED 
GHAH.G~S E'Oit ALL GOHPOfu\.TIOUS 

tears 

1927 
1928 
1929 
1930 
1931 

Net 
Profit 

in 
Millions 

,479.30 
780.12 
939.41 
495.96 

50.06 

Yixed 
Charges 

in 
Millions 

tl26.74 
129.07 
116.16 
115.07 
109.68 

aat io 

3.8 
6.1 
8.1 
4.3 

.5 

Priae 
Level 

95.4 
97.7 
9Q.5 
86.4 
69.1 

1•he ratio of .Net Prof its to total Invested Ua.pit-al 

has again been computed by industries. ~he results appear 

in ~able 14. ~he ratio for each industr.y was obtained by 

dividing the total net profit by the total investea capital 

~ of the same corporatlona. Invested ~Japital includes both 
f 
~ preferred and common stoak, plus all surplus and undivided 

l profits. The ratio figure, in the total column, was obtained 

by dividing the total net profit of all aorporat ions studied 

by their .total invested oapit-al. Priae movements are again 

compared with the ratio, which, in this oase, is Hat Profit 

to Invested Capt~al. 

No attempt will be made to analyze eaoh in4u.tr, 

separately. Instead, each year will be analyzed separately, 

and those corporations showing the same trend will be anal-

Yzed as a The me 
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TABL~ 14. COM?AHL30l~ UF dHOL&SALltJ .2HIUEd Al~iJ ..liATIO U:b' l•B'f .2i\OYI1' 'J!O 
IHV:~d'i'ED UAi?I'i'AL 

Ur.0US'l1RY 1927 1928 1929 1930 1931 

Meat Packins 
viholesale Oommodi ty' Price 92.6 107.3 109.1 98.4 73.6 
Ratio of Net Profit to Inv•t. Oap. 3.9 5.7 5.4 4.6 d.4 

Iron and Steel 
Wholesale Commodity Price 95.9 94.9 97.?1 91.6 86.6 
Ratio o~ Net Profit to Inv•t. Cap. 4.8 5.7 9.1 4.7 .7 

~tombbiles and Trucks 
Wholesale Commodity Price 101.8 106.5 110.9 104.1 99.7 
Ratio of Net Profit to Inv't. Uap. 2.2 2.5 2.0 1.0 .4 

'l'e:xtiles 
Wholesale Oommodity Price 95.7 96.3 93.7 80.8 62.9 
Ratio of Net Profit to Inv•t. Cap. 3.2 1.7 d1.0 d5.9 d5.9 I~ Ootper Minin~ 

ho!esale ~ommodity Price 91.9 93.3 105.0 81.0 56.8 
-Ratio of Net Profit to Inv't.,Oap. 6.0 11.8 14.6 3.9 d.1 

Oil and Oil Producing 
Wholesale Commodity Price 72.6 72.0 71.3 61.7 38.9 
Ratio of Net .Profit to Inv·'t. Cap. 4.6 8.9 8.8 3.9 d5.3 

Chemicals and ]lert il izera 
Wholesale Jommod ity Price 96.7 95.5 94.4 88.7 74.8 
Ratio of l~et ..:>refit to Inv•t. Jap. 15.11 18.5 18.5 12.2 7.5 

Machinery and Machine Eg,ui~. 
Wholesale Uommodity Price 100.2 97.2 98.5 98.1 90.5 
Ratio of Net ~refit to Inv't. Cap. 8.8 10.7 13.7 8.1 .6 

Bui1din[! Eg,uip. and ~upplies 
wholesale Jommodity Price 93.7 93.7 97.1 90.3 74.9 
Ratio of Net .Profit to Inv't. Cap. 11.3 11.7 11.8 7.7 2.9 
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TABLE 14 C0H11 ':D. 

INDUSTR:f 1927 1928 1929 1930 1931 

Food Produots 
Wholesale Commodit.y Prioe 96.5 101.0 99.7 90.2 72.9 
Ratio of Net Profit to !nv't. Oap. 16.5 16.4 lG .7 15.3 13.9 

Office and Business ~~ui~ment 
Wholesale ~ommodity Price 100.2 97.2 98.ti 98.1 90.5 
.kiatio of Net Profit to Inv•t. Vap. 12.9 14.0 18.2 12.3 9.2 

Coal Mining 
Wholesale uommodtty Prioe 100.4 93.1 91.3 89.4 83.9 
Ratio of Net Profit to Inv't. Yap. .4 2.2 2.5 2.1 1.2 

:.tlotal 
Wholesale Uommodity Prioe 95.4 97.7 96.5 86.4 69.1 
Ratio of Net ~rofit to Inv•t. Cap. 7.5 10.3 10.9 5.6 1.5 
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for this ratio and for the ratio Net Profit to ~at Property 

account, because these ratios show a more definite trend than 

the previous ratios. This is especial]Jr true for the years 

1950 and 1931. 

The year 1928 shows three groups of corporations: ( 1) 

the group in which both the price level and ratio moved upward; 

(2) a group in which the price level moved downward, while the 

~atto moved upward; and (3) a group in which the price level 

moved upward, while the ratio moved downward. Building ~~uip­

ment and Supplies Industry make up a fourth tendency, because 

in this industry price remained the same, while the ratio 

moved upward. An individual analysis w111, therefore, be 

given it. 

Meat Packing, Automobiles and Trucks, and ~opper Min­

ing, make up the fi~st group in which both the price level 

and the ratio of l~et .Profit to .. Invested Capital have moved 

upward. In each one of these industries Net Prarit ~allowed 

the prioe level upward, while total Invested ~apital remained 

practically the same. This accounts for the higher ratio. 

Group 2 consists of the Iron and Steel, Oil and Oil 

Producing, ~hemicals and ~ertilizers, Machinery and Machine 

E~uipment, Office and DUSiness E~~ipment, and Coal Mining 

Industries. Again the ratio moved upward- this time, how­

ever, while the price level :f" or the industries in question 

moved downward. This group, then, constitutes an exception 

to the noticeable tendenc7, i. e., the price level and ratio 
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move in the same direction. Increased Uet .Profits in each 

industry, despite the lower price level, were the cause for 

the higher ratios, because the total invested capital remained 

substantially' the same. 

The third group is made up of the Textile and Food 

Products Industries. Price level in both oases moved upward, 

while the ratio moved downward. :~!he cause of the lower ratio 

in the case of the Textile Industry was the drop in net profit, 

and the slight increase 1n total invested capital. The lower 

ratio in the Pood Products Industr7 was caused by the large 

increase in the total invested capital. Net Profits increased 

but not as rapidly as the invested capital. 

Building ~quipment and Supplies Indust~ makes up its 

own group, because it is the only industry in whioh the price 
i 
i level has not changed. ~he ratio, however, has moved upward 
" ~ 
~ and was caused b7 the relativel7 greater increase in net profit 

f, as compared with the increase in total invested capital. 

f We a~ain find three general groups in 1929. Group 1 

~. consists of those industries in which both the price level and 

ratio have moved in the same direction. This group is split 

up into those industries where both the price level and the 

ratio have moved downward, and thosein which the price and 

~atio have moved upward, Group 2, in which privll have moved 

~ownward and the ratio upward, and lastly, we find Group 3 

L 

in which the price level moved upward while the ratio moved 

~ownward. Chemicals and »ertilizer Indust~ stands by itself, 
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and will be analysed individually. 

In ~he Iron and ~teel, 0opper Mining, Machinery and 

Machine E'luipment, ~uilding .h;quipment and Supplies, and Office 

and Business .ll:Cluipment Industries the price level and the 

ratio of Net Profit to Invested 0apital have both moved upward. 

The increased ratio in each case was caused by the increase 

in net profits while total invested capital remained the same, 

or, moved upward more slowly than the net profits. 

Again in the ]extile and Oil and Oil Producing In-

dustries, both the price level and ratio moved in the same 

direction. ~his time, however, both moved downward. ~he de­

crease in the ratio in the Textile Industr,y was caused by the 

sharp drop in net profits, which changed to a net deficit. 

In the Oil and Oil Producing Industry, both net profits and 

total invested capital moved upward, but the latter moved up 

more rapidly, thus accounting for the lower ratio. 

Food Products and Ooal Mining are two industries in 

whiah there is an exception to the noticeable tendency, be­

cause here the priae level and the ratio have moved in opposite 

direct ions.. Prices have moved downward while the rat to moved 

u~ward. An increase in net profits, in spite of a declining 

price level, was the cause of the higher ratio. 

Group 3 admits another exception of the general tend-

ency. Here in the Meat Packing and Automobiles and Truck 

Industries, price level and ratio have moved in opposite 

directions. 'rhe price level moved upward, while the ratio 



moved downward. Lower net profit in each ease was the cause 

for the decrease in the ratio. Total invested capital moved 

downward in the Meat .£lacking Industry, but at a lower rate 

than the net profit. In the Automobiles and :Cru.ak Industry 

total invested oapital inc.reased while the total net profit; 

was decreasing. 

As was stated before, the Uhemical and .h'ertilizer 

Industry stands alone, for while the prioe lave 1 decreased 

the ratio remained the same. Both the net profit and total 

invested capital increased, but the increases were at the same 

rate, thus accounting for the same ratio. 

No gWoups are found in 1930 beoause the prioe level 

and the ratio Het Profit to Invested Uapltal have moved dawn­

ward in all industries. With the exception of the ~ood Pro­

duets Industr.v, net profits in each of the industries de­

clined sharply. This is the main cause for the decline in 

the ratio. :i!otal invested capital also increased in the Iron 

and Steel., Oil and Oil Producing, Chemioa.t and Jt'ertilizer, 

and Machinery and Machine E~ipment industries, thus helping 

to push the ratio still lower. The low ratio in the rood 

Products Industry is accounted for by the Faot that total 

invested capital increased much more rapidly than the increase 

in net profits. l~et Profits increased from 11)116.8 million 

to fl21.0 million, while total invested capital increased 

:from •7oo.e million to ~790.6 million. 

The year 1931 has one exception to this tendenoy 
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Industry, for while the price level deol ined sharply, the 

ratio of .J::~et .Profit to Invested \Japttal remained the same. 

Net deficit in 1930, whiah was fl6.9 million, was reduced to 

a net deficit of fl3.4 million in 1931. total invested capital, 

on the other hand, moved from f284.3 million to •225.0 million. 

In all of the other industries the price level and ratio have 

moved downward. ~he lower ratio was caused by the dealine in 

Net ~rofits, which in some oases became net defiaits. ~egative 

ratios are recorded in the Yeat ~acking, Textile, uoppar Min­

ing, and Oil and Oil Producing Industries. 

An analysis of all industries discloses the fact that 

the price level and the ratio of .Net ~rofit to Invested Capital 

had corresponding movements with the exception of 1929. Prices 

and the ratio moved upward in 1928, downward in 1930 and 1931. 

In 1929 the price level moved downward, while the ratio moved 

upward. This tendency for the ratio to increase, in spite of 

the fall in prices, can be accounted for by the fact that 

prices in the beginning of 1929 were moving upward. Gains in 

the early part of 1929, therefore, offset the losses in the 

latter part of 1929. Because the change in net profit was 

alwa..vs great, as compared with the change in the total in­

vested capital, net profit became the active faator in deter­

mlning the movement of the ratio. ~able 15 shows the cause 

of this movement by showing a comparison of total net profits, 

total invested capital, ratio of net profits to invested 
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capital, and price level :for all corporations. 

TABLE 15 COMPARISON OF 1•HE RA.TIO HE'l.' .f'ROFIT TO Il~­
VESTED CAPITAL, GEnERAL .PRICE LEVEL, TOTAL 
HET .PROFITS, AND TOTAL INVESTED CAPITAL FOR 
ALL IN IDS11RIES. 

Years 

1927 
1928 
1929 
19!30 
19!31 

Total 
Net 
J?ro:fi ts 

in 
Millions 

i 936.89 
1359.!35 
1547.68 
796.49 
201.59 

Total 
Invested 
Capital 

in 
Millions 

:f?l2514. 9!3 
1!3207. 53 
14165.15 
14!309.41 
1!3298.92 

.tiatio 

'7.5 
10.3 
10.9 
5.6 
1.5 

Price 
Level 

95.4 
97.7 
96.5 
86.4 
69.1 

Net Profit to Net Property ratio was :found by divid­

ing the net profit by net property plus long term investments. 

Hat Profits to Hat Property ratio shows a tendency which is 

very nearly the same as that of the ratio Net .Profit to In-

vested Uapital. A study o:f the 122 corporations, as may be 

seen in Apptneix ~H" also shows wide variations between the 

different corporations, that are even more pronounaed than 

in the case of the ratio Net Profit to Invested l.lapital. 

In order t ·o see the. tendency shown by the ratio hat 

Prof it to Net .Property, we must turn again to a study of the 

ratio by industries. Table 16 shows a comparison of the ratio 

and the price level by ini ustry. The ratio :f'or each industry 

was computed by dividing the total net profit of the corpor­

ations studied in that industry, by the total o:f the net 
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property and long term investment accounts. The total col­

umn represents the ratio of all industries. This was obtained 

by dividiqg the net profit of all corporations examined by 

the total of net property and long term investments of the 

same corporations. 

The year 1928 shows three groups of tendencies; Group 

1 in which both the ratio and price level moved in the same 

direction; Group 2 in which the price level moved downward 9 

while the ratio moved upward; and Group 3 where the prioe 

level moved upward while the ratio moved downward. 

Meat Paoking, Automobiles and Trucks, and copper 

Mining Industries comprise the first of the above groups, in 

which both the price level and the ratio moved upward. In 

each case the movement of the ratio was caused by an increase 

in the net profit while the other factors remained substant­

ially the same. 

Group 2 consists of the Iron and Steel, Oil and Oil 

Producing, Ohemioal and Fertiliser, Maohiner,v and Maohina 

Equipment, Offioe and ~usiness ~quipment, and the Coal Mining 

Industries. In every oase the prioe level moved downward while 

the ratio moved upward. Net Profits for these industries 

increased in spite of the lower prioe level. Inorease in Hat 

.Profits, therefore, was the oauaa of the increased rat 1o. 

Two industries, the Textile Industry, and the .il.ood 

Produots Induatr.y oomprise the third group in whioh the price 

movement was upward while the ratio movement was downward. In 
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'PABLE 16. GOMPAHISON OF WHOLESALE .2rlli.!.&S AH:i) .w\TIO uF W~T litOiri11 ro 

NE11 PH.OPERTY. 

INDUSTR:! 

Meat Packing" 
Wholesale Qommodity Price 
liatio of Net Profit to ~et Property 

Iron and Steel 
Wholesale Commodity Price 
Ratio of l~et Profit to .c~et Property 

Automboiles and TruckS 
Wholesale Oommodit,V Zrice 
Ratio of l~et Profit to l~et Property 

Textiles 
Wholesale Uommodity Price 
Ratio of Net Profit to Net Pvoperty 

cop~r M1nin8 
W~lesaleommodity Price 
Ratio ar Net Profit to Net Property 

Oil and Oil Produciif 
Wholesale Uommodi:i 2rice 
Ratio of Net Profit to Net Property 

Ghemicals and 'ertilizer 
Wholesale Yommodity Price 
Ratio o!' Het Profit to J.:4et Property 

Machinery and Machine Jquipment 
\Vholesale !Jommodity rice 
Ratio o~ ~et Profit to let Property 

Building Equip. and dupplies 
Wholesale uommodity Price 
Ratio of ~et irofit to Net Property 

1927 1928 1929 1930 

92.6 107.3 109.1 98.4· 
7.1 10.7 9.9 8.2 

95.9 94.9 97.3 91.6 
6.0 7.3 12.4 6.0 

101.8 106.5 110.9 104.1 
63.4 45.0 32.4 6.0 

95.7 96.3 93.7 80.8 
6.2 3.3 d.2 d10.3 

91.9 93.3 105.0 81.0 
7.5 17.0 18.9 4.7 

72.6 72.0 71.3 61.7 
6.9 12.1 . 12.3 5.2 

96.7 95.5 94.4 88.7 
29.6 33.9 32.4 21.9 

100.2 97.2 98.5 98.1 
19.3 20.9 27.9 17.5 

93.7 93.7 97.1 90.3 
18.9 19.3 19.8 12.9 

1931 

73.6 
d.6 

86.6 
.9 

99.7 
.9 

62.9 
d9.6 

56.8 
d1.4 

38.9 
d.7 

74.8 
13.1 

90.5 
1.3 

1.3 
4.3 

""" 

~ 
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IN.DUS~rlY 192'7 1928 1929 1930 1931 

Food .Prod uets 
Wholesale Uommodit~ Priee 96.5 l,Ol.O 99.'7 90.2 '72.9 
Ratio of Net .Profit to .r~et ..t>ropert~ 34.4 31.6 30.8 2'7.8 26.0 

Office and ~usinass Equitment 
Wholesale uorrmod 1tyJ?r ee 100.2 97.2 98.5 98.1 90.5 
Ratio of J.»et J?ro:fit to .l.'iet Property 48.5 48.8 54.3 32.0 31).5 

\Joal Mining 
Wholesale ~ommodity 1riee 100.4 93.1 91.3 89.4 83.9 
H.atio of Het .t~rofit to lJet Property .5 2.6 3.1 2.5 1.5 

Total 
Wholesale uommodity Price 95.4 97.7 96.5 8614 69.1 

~ H.atio of J:~et .Profit to .L~et .Property 11.1 14.9 16.1 8.0 2.1 
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the case of the 1'extile Indllatry the lower ratio is accounted 

for by the lQWier net profit, while the lower ratio in the 

Food Products Industr,y was caused by the increase in the net 

property account moving at a greater rate than the increase 

in the net profits. 

Building Equipment and ~upplies Industry is again in 

a class by itself. The price level remained the same, while 

the ratio increased. Net Property and Net Profit both in­

creased but the latter increased at a higher rate. This 

accounts for the higher ratio in 192&. 

The eame three groups are again found in :~the year 

1929. In the first group, where both the price level and ratio 

moved in the same direction, we find one sub-group in which bot~ 

movements were downward; the other sub-group in which both move~ 

menta were u].JW'ard. The rpextile, Chemical. and l!'ertilizer, and 

Food Products Industries comprise that sub-group in which both 

the price level and ratio moved downward. The downward move-

.. ment in the Textile Industry was caused Y.y the decrease in Net 

Profits, while the downward movement in the other in4ustries 

was caused by the large increase in the net property account. 

In both oases the net property aocount increased at much 

greater rate than the increase in net profit. In the other 

sub-group, upward movements for both price level and ratio ware 

re·corded in the Iron and dteel, Uopper lvlining, Machinery and 

Machine Eqmipment, .duilding Equipment and i:lupplies, and Office 

and Business Equipment Industry. In all oases in these indus-
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tries the increase was due to the increase in nat profits. 

rriaes moved downward and the ratio moved upward in 

Group 2, whioh consists of the Oil and Oil Producing and the 

Goal Mining Industries. Both net profits and nat property 

inareased, however, as the former was at a g·reater rate it 

caused the ratio to·inarease. 

In the Meat Packing and J:t.utomobiles and 'J.'ruoks Indus­

trr. ·again, the price level and ratio moved in opposite direc­

tions. For this third group the price level moved upward, whilE 

the ratio moved downward. The ratio movement was caused by a 

decrease in net profits, while the net property aooount was 

inoreasin~. 

Wdthout exception, both the prioe level and the ratio 

in 1930 moved downward. In all oases, exaept one, the down­

ward movement of the ratio was caused by the notable decline 

of net profits. The one exception was the Food Products 

Industry. In this industr,y nat profits increased slight~~. 

but the net property aooount increased at a greater rate, thus 

explaining the lower ratio. 

One exception, the Textile Industry, appears in the 

years 1931. With this exception, all of the industries showed 

the same movement - both the prioe level and the ratio move­

ment were downward. In the ~extile Industry the priae move-

ment was also downward, while the ratio increased. This .in­

crease was due to the decrease in the net deficit. The de-

crease in the ratio in all other aases was due to a decrease 
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in net profits • 

.Jfor all industries the prioe level moved upward in 

1928, and downward in 1929, 1930 .and 1931. On the other hand, 

the ratio moved upward in 1928 and 1929, and downward in 1930 

and 1931. With the exoeption of 1929,, the movement of the 

prioe level and ratio was in the same direotion. Table 17 

gives the oause of this movement by showing a oomparison of 

total net profits, net property aooount, long term investments, 

the ratio, and prioe level ~or all corporations. 

TABLE ·17 

Year 'llotal 
Net 
Profits 

in 

OOMPARISO.N OF fu\.TIO OF lU!1T .PROFIT TO l~T 
PROPERTY, E.ll.IC.I!i L.hlVEL, l~ET .t:>liOl:~ITS, Aim R~~ 
PROPERTY FOH. ALL COID?O.RATIONS. -

'.fotal 'Jotal .nat i o Prioe 
Net Long Level 
Property Term 

in Invsts. 
Millions Millions in 

Millions 

1927 :f 936.89 $7651.50 ~ 787.47 11.1 95.4 
1928 1359.35 8035.45 1080.67 14.9 97.7 
1929 1547.68 8533.65 1088.68 16.1 96.5 
1930 796.49 8943.97 1088.37 8.0 86.4 
1931 210.59 8754.86 997.18 2.1 69•1 

Inoome and Expense ratios show a very pronounced teni­

enoy to move in the same direotion as the prioe level. In 

most 1nstanoes this was due to the movement of net profit 

whioh usually ~ollowed the price ~evel. The tendency showed 

by these ratio, therefore, is exaotly opposite of the tendency 

showed by the Working Uapital aatios. 
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GOlJOLUSION. 

Writers on the subject o~ ~inancial ratios continually 

refer to the fact that the analyst must take into consideration 

the phase of the business cycle when examining the ratios of 

a particular business. They further point out tha~ no single 

ratio gives an adequate picture of the business. Again, all 

are agreed that the mathematical proportion should be so 

stated tha~ an increase in the ratio would show a favorable 

trend, while a decrease would show an unfavorable trend in the 

financial cond HUon of the business. "inally, it is an accept­

ad conclusion that the type of industry must be taken into 

consideration, because of the dissimila.rity of the commodities 

produced in the different industries. How have these ideas 

been borne out in this study? 

Table 18 shows a list of the six ratios of the 12& 

corporations compared with the price .level for the period 

studied. 

With the exception of the ratio Working Uapital to 

Inventory, this stu~ definitely shows that the writers are 

correct in aona~uding that the phase of the business ayole 

must be taken into consideration. Even the v~orking capital 

to Inventory ratio showa some variation from 1926 to 1931. 

In 1926, with the prioe level at 100, this ratio was 1.6. 



86. 

while in 1931, with the price level at 69.1, the ratio moved 

upward to 1.8. It is believed that the 122 oorporations used 

were suff'ic lent f'or a representative' study- and also that the 

six ratios would adequatelY show the tendency of the other 

ratios whioh are used by the executive. If the writer is 

correct in this belief, we might well ask: Of what use are 

financial standards? 

TABLE 18 

Year Price 
Level 

1926 100.0 
1927 95.4 
1928- 97.7 
1929 96.5 
1930 86.4 
1931 69.1 

Uurrent, 
Asset 
.rtatio 

3.9 
4.4 
4.3 
4.4 
4.9 
5.8 

OOMPARISON OF ~~ .l?ltiCE ~~EL AND SIX 
RATIOS • 

Aold 
.JOest 

2.0 
2.2 
2.3 
2.3 
2.6 
3.2 

• 

v•iorking 
capital 
Invt•y. 

1.5 
1.5 
1.7 
1.6 
1.7 
1.8 

.Net 
Profit 

to 
Fixed 
Charges 

3.8 
6.1 
B.+ 
4.3 

.5 

l~et 1~et 
:Profit :Profit 
to to 

Invst'd Property­
l.lapital Account 

7.6 11.1 
10.3 14.9 
10.9 16.1 

5.6 s.o 
1.5 2.1 

(Jerta inly the same standard cannot be applied to 

1926 and 1931. ·The 1931 Ourrent A.ss·et ratio was l50;b of the 

1926 ratio - having increased from 3.9 in 1926 to 5.8 in 1931. 

in the case of the ''Acid Test" the increase is even greater, 

for here the ratio increased 60~ from 1926 to 1931; the 

change being from 2.0 in 1926 to 3.2 in 1931. A 20% increase 

is also recorded for the Working oapita1 to Inventory ratio. 

Again with regard to the Income and ~xpense ratios we find 

marked changes from 1926 to 1931. Net Profit to Fixad 0harges 
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moved from 3.8 in 1927 to .5 in 1931, or, expressed in pe;r­

centages, the 1931 ratio was 13/o of the. 1927 ratio. Expressed 

in the aa..'lle way, ,~jet .!?refit to Invested '-iapital ratio in 1931 

was 20·;;b o:f the 1927 ratio, and the 1~et Profit to ~et Property 

in 1931 was 19}o o:f the 1927 ratio. 'l'ablea 19 and 20. show this 

movement expressed in index numbers. uurrent Asset ratio and 

the "Acid Teat" ratio have increased approximately 21' for 

every 1% decrease in price, while the Working Gapital to In­

ventory ratio has increased about .7fo :for every lfo decrease 

in prioe. 1•he decrease, in the oase of the Income and ~xpense 

ratios, has been roughly three times as great as the decrease 

in the prioe level. While we cannot definitely lay down a 

law that the price level and a certain ratio moves at a 

certain rate, yet we oan conclude that no set standard oan 

be used :for financial ratios. 

TABLE 19 OOM?A.RISOU OF THE IliD~li lillMBERS OF TID!} WORKING 
OA.PI'Pl\L RATIOS FOR 122 OORPORATIOl~S FOH THE 
YEAj;\S 1926 AHD 19,31. 

Prioe Level 
Ourrent •sset hatio 

'' Ao i d Test" 
Working Capital to Invento17. 

1926 1931 

100.0 
100.0 
100.0 
100.0 

69.1 
149.0 
160.0 
120.0 

We may, however, point out the following tendencies 

with regard to the ratios studied. Working l.iapital ratios 

tend to move in an opposite direction to the prioe level; 



Income and Expense ratios tend to move in the same direction 

as the price level. 

TABLE 20 COMPARISON OF THE IRDEX liDMBERS OF THE Il~CO:ME 
AHD EXPEIJSE RATIOS OF 122 CORPORATIOHS FOR 
THE YEARS 1927 AlUl 1931. 

1927 1981 

Price Level 
Net Profit to Fixed Uharges 
Net Profit to Invested Uapital 
Net Profit to Property A.c(}ount 

100.01 

100.0 
100.0 
100.0 

73.5 
13.2 
20.0 
18.9 

A study of Table 18 again supports the statement that 

no single ratio gives an adequate picture of the condition of 

a business. A study of either the uurrent 4sset or ~Acid Test~ 

ratios, without reference to the price level or other ratios, 

would give one the impression that on the average, all of the 

corporat1ons studied are in a better financial condit1on in 

1931 than in 1926. but this is not true. This leads to a 

consideration of the third proposition held by writers, namely, 

that the mathematical proportion should be so erected than 

an increase in the ratio would show a fav·orable trend. 

While there is no doubt that the increase in the ~fork-

ing Uapital ratio does show a favorable working capital posi­

tion, yet, on the other hand, the corporations are in an un-

1. With 1926 as the base year, the price level for 
1927 was 95.4, and for 1931 was 69.1. In this illustration 
1927 bas been used as the base year. 
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favorable financial position because their ability to meet 

fixed charges has been placed in .jeopardy. In 1931 those 

corporations having fixed charges only earned one-half of 

their fixed charges, consequently, in order to pay these fixed 

charges, they were forced to dip into past earnings. This 

condition cannot go on indefinitely. Corporations, therefore, 

might and, as a matter of fact did, show a favorable working 

capital position, while the condition of the business, as a 

whole, was very unfavorable. 

Before taking the .5 ratio in 1931 of liet .Profit to 

Fixed Charges too seriously, however, the following change 

should be noted. Only those corporations having fiXed charges 

were used in calculating this ratio. If we take the total net 

profit for the 122 corporations studied and divide by their 

total fixed charges, we would get a ratio of 1.8 in 1931 • 

.i:his would compare with a ratio of 7.4 in 1926. Our c onc1us ion 

then, that certain ratios might show a favorable trend, despite 

the fact the business is in a very bad financial condition, 

still holds true. But the seriousness of the .5 ratio in 1931 

of Net Profit to Fixed Oharges has been diminished. Whereas, 

those corporations having fixed oharges earned only one-half 

of the fixed charges in 1931, on the average, the 122 corpor­

ations studied earned their fixed oharges 1.8 times. 

Throughout the study the fundamental position that the 

type of industry must be taken into consideration, has been 

upheld. ~his is true because the factors of production are 
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combined in different proportions in order to attain the 

:naximum profit • 

.iriters of econvnic theory point out that, in a period 

of falling prices, it is better to be owed then to owe, that 

inventories should be curtailed, and that profits will decline. 

All of these deductions have been confirmed by this study. 

vurrent ~sset and ''Acid 'l.'est'' ratio have increased because 

the current debt was decreased more rapidly than the decrease 

in current assets. vvorking ..;apital to Inventory ratio increasec 

because the inventory decreased at a greater rate than the rest 

of the Jurrent ASsets. And, finally, the Income and ~xpense 

ratios all decreased because J.cle t J:'rof it decreased while fixed 

charges, net property, and invested capital remained practic­

ally stationary. 

tthe following conclusions have been found and should 

be used in making a financial analysis: (1) the phase of the 

business cycle must be taken account of; (2) standards are not 

i reliable and, if used, should take account of underlying 

changes in business; (a) \larking Capital ratios tend to move 

in an opposite direction to the price level, and (b) income 

and expense ratios tend to move in the same direction as the 

price level; (3) no one ratio is ade~uate for an analysis; 

(4) ~though some ratios might be increasing, the increase 

might be unfavorable for the business as a whole; and, finally, 

(5) the type of industry must be taken into consideration. 

Moreover, statistics of the past siX years have proven, without 
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a doubt, thet the eo onomic theorists who maintain that in­

ventories should be curtailed, debts should be paid, and that 

profits will decrease in a period of falling prices, have bean 

correct in their deductions. 



92. 

BIBLIOGRAPHY 

Barnes, A. !'., "I 1~ever Judge a Statement on Any One Ratio." 
System, October, 1926, 406-413. 

Bliss, James Harris, Financial and Operating Ratios in Manage­
ment. (Ronald Press Uompany, New York, 1923):-

Bonneville, Joseph Howard, Elements o:f Business Finance. 
(Prentice Hall Ina., New York:-1927). 

\Jlark, Fred E., Principles o:f Marketing. (The :Macmillan 
Company, New York, ~29). 

arum, w .L., "Balance dheets of American Oorporations by 
Major Jlassifications." Corporate iractioe aeview, 
November, 1931, 51-62. 

Dutton, H. P., "Management Hatios," ~actor~ and Industrial 
Management, ~eoember, 1929, 1339-~4~ 

Faulkner, Harold u., American Economic Historz. (Harper and 
Brothers Publishers, New tori). 

Fisher, Irving, Elementa;r rrinoiples of Economics. (The 
Macmillan Oompany, New York, lff8). 

Fisher, Irving, The Purchasin§ Power of Money. (The Macmillan 
Company,~w York, 19~6). --

Garver, F. B., and Hansen, Alvin H., Principles of Economics. 
(Ginn and Company, New York, 1928). 

Gilman, Stephen, Analyzing •inancial Statements. (The Ronald 
Press Company, New 7ork, 1925}. 

Gregory ,Homer E., ''Current Ratio a Function of Two Variables.'' 
Accounting Review, September, 1930, 254-256. 

Guthman, Harry George, The Ana17111 of Finanoial ~tatements. 
(Prentice Hall Ina., New YorK: 1925). 

Harper, F. H., Elements of :Praotical Statistics. (The Mac­
Millan Oompany, New tork, 1930). 

Harrison, G. Charter, Standard Costs. (The lionald Press 
Company 



I" 
93. 

Hazlewood, 0. B., 11 Lookirig :Beyond the l!'inancial Statement, ft 
System,. November, 1926, 565-566. 

Hemingway, Wilfrid, H., Hemin~ay's Finan~ial Uhart. 
Hemingway Institute, an Francisoor;-

(The 

Johnson, Norris o., and Shirer, John T., 11 Certa1n Aspects 
Of the Interprets.t ion of Price Earning Ratios, 11 Journal 
of the American dtatistical Association Supplement, 
iirOE: 1930, 106-112. 

Kasch, P.M., 11Feel1ng the Pulse of a Business, 11 System, June, 
1926 t 763-765. 

Knoeppel, C. E., ''When is a Business Out of Bonds?" Factory 
and Industrial Management, February and March, 1931~ 
~237, 421-423. 

Marshall, Alfred, Modey, Oredit, and vommerce. 
and co., Lon on, 192a). ---

(Macmillan 

Marshall, L. c., ''Offerings in Economics,'' Journal of Political 
Economz, October, 1927, 523. . --

Mart inette, Frederick A., Financial Statements and Their 
Analysis. (Smith-Digby Oompany, Washington, 1926). 

Meech, Stuart P., and McKinsey, James o., Controlling the 
Finances of a Business·. (The Ronald Press Oompany, 
Uew York,-r9'P:3). 

Mills, Nrederick o., Statistical Methods. (Henry Holt and 
Company, New York, 1924). 

Mitchell, Wesley o., Business u~cles. (National Bureau of 
Economic ~esearch, New ork, 1927). 

Montgomery, John Knowles, Is There a Theoretical Uorrect 
Price Index of a Group~ Commodities? (L 1Universal 
Tipogr. Pclig!o~a, aoma, 1929). 

Paton, ':V. A., (Editor), Accountants Handbook, Second ~dition, 
(The Ronald Press Company, New York, 1932) • 

.Persons, Warren Milton, The Oonstruction of Index Numbers. 
(Houghton Miflin dompa.ny, Boston, New Iork, 1928). 

Prochazka, G. A. Jr., ''Controlling Uosts by 'l'he ir Variations, 11 

Industrial Management, March, 1927, 147-150. 



94. 

dchwulst, N. B., ''Merchandise 1'urpover As a Orad it ]'actor,'' 
Bankers Monthly, December, 1927, 24. 

Stoddard, W. L., "How to ..dead a Balance ~beet," Outlook, 
February 11, 1925, 234-236. 

strain, Myron M. , Industrial .Balance Sheets; .! Sttdy in 
Business Analysis. (Harper and Brothers, ~ew YOrk 
and London, 1929). 

~wan ish, .P. T., Business Or~anization and Management. Mimeo-
graphed ~dition, 19 • ---

Wall, Alexander, and J.)unning, .n. w., rlatio Analysis of 
Financial Statements. {Harper and Brothers, New tork 
and London, l928). 

1f~ inakor, Arthur, H. , "Hat ios Useful Only When Based on Uniform 
Classification of Items," American Accountant, July, 
1929, !375-:377. 

--------, Index Number Institute, New Haven, ~onn. 

--------, "Translating a Balance Sheet Into Words of One 
Syllable,'' l~ew York Times Annalist, May 2, 1921. 

--------, ''Money, and Index Numbers," Journal of the Royal 
Statistical Society, Vol • ...(lliii, .Part 1. 1930, 65. 

--------, ''Beneath the Surface of iJorporation ;:>tatement ,r• 
Standard Trade and Securities Service, Volume 49,. 
August 6, l928,-s9otion 25. 

--------, "Base Book Standard Earnings Bulletin," Standard 
Trade and Securities Service, Volume 62, Humber 18, 
November, 1931, 3ection 2. 

--------, ''Base Book Standard Earnings .l.'>ulletin, '' ::»ta.ndard 
'l'rade and l::)ecurities Service, Volume 65, number 21, 
August~, 1932, section 1. 

--------, ''Base .Book Standard .l!iarnings Bullet in,'' ::»tandard 
Trade and Securities Service, Volume 6:3, Number 1, 
Januar,y:-1932, 3ection 3. 

--------,''Base .Book Standard ..&arnings .l)ulletin," Standard 
Trade and Seourit ies Service, Volume 1, January 
1928, General Seotion. 

--------, ''Standard Financial Ratios for the Public Utility 
Industry," University of Illinois Bulletin, Bulletin 
Nu..rnber 26. 



r'" 1 • .. -· _,.,. -~ 

APP ~ND IX "A" CURREN'P ASSET RATIO FOR '!'HE 122 CORPORATIONS S'l'UDI~D. 

CORPORATIONS 1926 1927 1928 1929 1930 1931 

Meat Packing 
Armour and Company 3.9 3.8 6.0 5.2 7.2 10.1 
Cudahy Packing company 3.5 2.9 2.2 2.5 3.3 5.8 
Swift and Compant 6.4 7.0 4.5 3.8 6.2 5.8 
Wilson and Oompany (Class A) 5.9 7.7 8.7 6.4 9.2 9.4 

Total 4.7 4.8 4.7 4.2 6.3 7.3 
Iron and steel 

United States Steel ~orporation 4.9 4.9 5.0 4.6 6.3 7.7 
American ~olling Mill uompany 5.8 2.7 4.2 2.8 7.1 6.7 
Bethlehem steel !Jorporation 5.0 4.9 4.8 4.7 4.0 6.6 
Oolorado ~uel and Iron wompa~ 2.0 2.4 2.6 3.7 4.1 4.4 
Byers (A.M.) Company 7.5 11.2 13.0 7.6 4.3 16.6 I? Vuloan Detinning ~ompany 3.7 3.4 3.8 a.s 2.9 2.8 
Gulf States Steel ~ompany 3.8 10.6 6.5 7.7 2.0 2.6 
Inland ~teel company 5.9 7.5 7.6 8.2 7.6 5.2 
Ludlum ~teel Jompany 10.0 8.0 6.5 5.6 19.2 21.1 
Warren loundry and Eipe ~ompany 9.7 20.2 18.9 12.8 8.6 9.7 
Youngstown ~heet and ~be ~ompany 4.8 8.1 7.2 6.2 6.6 12.1 

Total 4.8 5.0 5.1 4.8 5.1 7.2 
Automobiles and ~ruoks 

Chrysler uorporation 3.4 4.2 3.4 4.8 6.6 6.7 
General Motore Corporation 2.3 2.7 2.7 3.1 4.4 4.2 
Graham-Paige Motors Corporation 2.3 2.3 2.0 4.2 3.0 1.8 
Hudson Motor Uar Company 3.5 2.9 3.3 4.2 4.7 4.1 
Hupp Motor Car Corporation 5.7 5.7 6.3 8.3 9.3 6.6 
Maok ~ruo ks I no • 8.9 4.0 5.0 6.1 16.6 19.8 
Naeh Motors Company 3.6 5.4 6.5 6.0 7.5 14.7 
Packard Motor Car Company 3.2 3.3 2.8 3.5 5.7 7.9 
Peerless Motor Car Corporation 10.9 7.6 3.9 4.1 7.2 14.0 
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APPENDIX ~A~ CONT'D. 

CORPORA.TIOHS 1926 1927 1928 1929 1930 1931 

Reo Motor Car Company 7.4 15.8 4.'1 S.3 10.5 8.9 
Studebaker ~orporation 4.6 3.5 3.2 3.6 2.8 2.2 
White Mo~or Company 8.8 8.2 8.5 10.1 14.5 17.4 
Willys Overland Company 4.2 4.9 3.3 4.7 3.5 2.4 
Yellow ~ruaks and voaoh Mfg. ~ompany 8.1 7.0 4.8 7.3 7.5 7.9 

!I'otal 3.2 3.3 3.2 4.0 5.1 4.9 
Textiles 

Cotton and Cotton Goods 
Consolidated 'J:extile i.#orporat ion 11.0 6.5 3.6 3.4 4.6 23.6 
Nashawena Mills 1.6 1.8 1.8 1.9 1.8 1.7 
Naumkeag Steam ~etton 10.9 8.3 23.1 19.9 6.2 7.3 
Pacific Mille 36.5 42.6 40.4 18.8 27.2 24.2 
Pepperell Manufacturing Company - 15.2 19.9 45.0 32.9 45.0 
Standard Textile Production uompany 3.0 - 8.7 2.4 5.3 3.7 , I~ 

sub-total 11.1 11.8 11.0 7.6 9.5 11.2 
Silk and Silk Goods 

Belding Heminway Jompany 42.8 63.3 40.6 23.3 64.6 19.4 
Blumenthal (Sidney) and Company 2.8 3.4 5.1 9.5 25.3 88.8 
Century Ribbon Mills 2.5 2.3 2.7 2.5 2.5 2.8 
Malllnsan{H.R.) and Company 2.4 2.7 2.4 2.1 1.6 1.9 

sub-total 4.2 4.3 4.5 4.9 4.8 6.0 
Wool and Woolen Goods 

American Woolen Comp~y 4.7 10.7 10.1 46.7 73.3 170.9 
Arlington Mills 2.2 2.3 3.7 3.8 4.0 2.7 
Botany Consolidated Mills Inc. 2.1 2.3 3.7 2.7 8.2 3.6 
Cleveland Worsted Mills Company - 3.2 3.8 2.1 2.0 16.9 

sub-total 3.4 4.8 6.6 7.9 14.8 13.3 
tJ.'otal 4.5 5.8 6.3 7.0 10.1 10.9 
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APPENDIX ~A~ CONT'D. 

CORPORATIONS 1926 1927 

Copper Mining 
Anaconda Copper Mining 5.8 3.6 
Calumet and Hec1a Oons. Corporation 10.9 10.0 
Cerro de Pasco Copper Corporation 8.4 7.2 
Chile Jopper Company 3.3 2.0 
Greene Cananea 13.2 19.7 
Howe Sound Compan~ 2.0 4.9 
Inspiration vons. vopper 2.5 5.8 
Kenecott Copper Corporation 3.6 7.3 
Magna uopper Corporation 4.9 4.8 
Miami ~opper ~orporation 8.6 9.5 
Nevada oons. Copper 6.0 5.9 

'fetal 5.1 4.6 
Oil and Oil Producing 

Atlantic Refining Company 6.9 5.8 
Barnsdall corporation (Class A) 4.0 1.3 
Gulf Oil Corporation of Penna~lvania 2.8 5.2 
Houston Oll aompan~ of :Mexas 1.2 .06 
Humble Oil and Aefining Company 2.5 5.1 
Phillips Petroleum oompany 2.0 6.6 
Pure Oil vompany 2.1 6.8 
Shell Union ~ill ~orporation 3.4 5.0 
Simms Petroleum Company 5.0 4.2 
Sinclair Cons. Oil Company 2~6 3.2 
Skelly Oil Company 1.3 3.9 
Standard Oil Company of Bew Jersey 3.!3 11.0 
Texaa Yorporation 4.8 4.5 
Tide Water Association Oil 3.8 4.3 
Union Oil of California 5.8 6.0 

Total 3.3 5.0 

1928 

2.3 
9.8 
8.8 
3.8 
4.0 
4.9 
4.4 
3.9 
5.2 
8.5 
5.2 
3.5 

5.7 
6.7 
7.9 
3.6 
5.1 
4.6 
4.8 
3.1 
9.2 
5.8 
2.0 
4.9 
2.9 
4.4 
6.1 
4.6 

~-

1929 1980 1931 

2.3 2.0 1.6 
8.5 8.9 7.0 
9.6 15.3 17.3 
in Anaconda Copper 
in J.naoonda co~per 
4.9 6.4 -
2.8 4.0 1.9 
4.2 5.2 8.6 
5.2 10.0 17.1 
4.8 5.2 -
6.1 6.4 3.9 
3.2 3.1 2.6 

7.6 11.0 6.8 
4.4 2.3 2.0 
6.4 6.7 7.4 
3.2 5.0 3.9 
4.0 5.6 6.7 
4.0 1.7 1.3 
5.2 2.5 2.2 
4.6 3.6 4.0 
7.2 7.4 6 .7 
3.1 4.8 -
1.7 2.4 4.6 
4.6 4.3 7.8 
6.9 7.1 6.8 
3.9 5.8 5.1 
6.9 8.6 10.6 
4.9 4.7 6.1 

--- -

I 

\0 

"" • 
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AP~ENDIX ~A~ GONT'D. 

CORPORATIONS 1926 1927 1928 

~hemiaala and Fertilizers 
Air Reduation uompany Ina. 10.!3 6.9 7.0 
American Cyanamid Company 2.8 4.6 4.0 
Atlas Powder Company 6.2 11.0 9.8 
Columbian Carbon Company 5.9 '1.5 6.8 
Preeport ~exas Compa07 6.'1 4.3 3.3 
Hercules Powder Company 50.5 15.8 12.8 
u. s. Industrial Alcohol company 5.1 6.6 5.'1 
Texas Gul~ ~ulphur Company 25.0 12.3 24.9 

~otal 8.2 '1.9 7.2 
~aohinery and Machine Equipment 

Allis Chalmers Manufacturing aompaQT 5.8 5.3 4.9 
Amerioan Machine ~oundry oompany 9.0 12.5 13.9 
Bliss (E.W.),;Oompany 8.8 9.9 6.8 
Caterpillar jraotor company - 6.1 1.1 
National Aome Company 14.7 16,4 7.0 
National Supply ~ompa~ of Delaware 6.7 10.7 8.9 
Seagrave Uorporation 3.1 !3•2 4.1 

rotal . 6.6 7.5 4.5 
Building ~quipment and Supplies 

Alpha Portland ~ement Company 9.3 6.4 7.3 
International ~ement ~orporation 4.1 2.8 4.9 
Warren ~rothers Company 1.7 1.3 2.2 
American Seating Uorporation 9.2 12.6 16.9 
Oelotex Company 1.2 2.3 2.6 
Johns-Manville ~orporation 5.9 a.a 3.7 
Devoe and ~aynolda 11.0 a .. 5 2.8 
Youndation OompanJ 10.6 2.8 3.2 
Sherwin-Williams company 5.4 6.9 6.7 

Total 5.2 4.3 4.3 
- ---------- -

1929 1930 

7.5 8.8 
3.4 4.'1 

1!3 .a 14.5 
6.6 12.2 
3.4 2.2 

15.8 25.6 
5.7 5.1 

13.6 15.9 
6.8 '1.0 

!3.8 6.3 
10.'1 14.5 

6.2 6.5 
3.2 16.5 
7.7 18.5 
8.1 21.5 
8.9 8.3 
4.6 11.4 

8.9 13.5 
5.2 4.6 
2.0 2.1 

24.9 42.2 
1.5 2.6 
3.2 3.6 
8.1 16.5 
2.7 2.1 
6.4 :J,O.O 
4.1 4.6 

1931 

11.8 
6.9 

22.4 
10.3 

2.'1 
24.1 
14.2 
12.8 
9.2 

7.5 
6.0 
3.2 

31.7 
29.9 
36.3 
6.8 

11.8 

21.9 
7.1 
2.6 

26.5 
3.5 
5.4 

18.9 
1.6 
8.1 
6.8 

I 
I 

\0 
(X) 

• 

~ 
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APPENDIX ~A" CONT'D. 

OOBPOHATIONS 1926 192'7 

ood Products 
Baking .Pro4uats and .!!'lour 

Pillsbury .lf'lour Mills 3.2 3.2 
Purities Bakeries Uorporation 4.8 -

eub-total 3.4 3.2 
CandyJ Sott Drinks and Ohewing Gum 

Coca-cola ompany 10.6 24.7 
Hires (Chas. ~.) Company 5.2 4.0 
sweets uompany of America Ina. 11.7 9.0 
Wrigley (Wm.Jr.) Company 12.3 6.1 

sub-total 11.7 7.8 
Dairy 

Borden and company 3.3 3.3 
National Dairy Products ~orporation 1.6 1.5 
Southern Dairies Inc. .7 2.7 
u. ~. ~airy Products ~orporation .a 1.5 

sub-total 2.1 2.3 
Miscellaneous 

Beechnut Packing Company 5.4 11.0 
General 'oods Corporation - 3.4 
National ~istillers Pro. Corporation - 8.7 
·~uaker Oats uompany 5.5 5.2 
wesson 011 and snowdrift uompany 8.5 2.9 

sub-total 6.0 4.1 
'1'otal 3.'1 3.6 
Office and ~usiness ~quipment and ~upplies 

Art ~etal ~onstruction Company 5.8 8.4 
Burroughs Adding Machine Gompany '1.4 10.7 
General Fireproofing Company 3.4 7.2 
International Business Machine Company 5.4 5.4 

1928 1929 

3.7 2.5 
6.3 3.2 
6.8 2.7 

8.2 6.2 
4.4 4.1 
7.8 8.o 
6.3 9.2 
6.8 7.9 

3.3 2.2 
2.6 2.7 
4.1 4.4 
1.5 1.5 
3.0 2.4 

11.6 12.5 
4.2 3.6 
9.2 6.5 
5.6 4.2 
5.5 12.3 
5.4 5.3 
4.3 3.6 

8.<2 6.3 
11.2 10.5 
5.6 4.8 
4.'7 3.8 

1930 

1.9 
3.5 
2.2 

6.5 
4.4 
5.7 

10.1 
8.4 

2.8 
3.2 
3.2 
1.4 
Z.9 

1'1.7 
5.3 
7.0 
5.7 

11.3 
7.1 
4.3 

6.'7 
13.6 
4.5 
3.7 

1931 

'7.2 
4.2 
6.0 

5.3 
6.6 
3.5 

10.7 
8.2 

3.9 
3.5 
3.2 
1.4 
8.6 

13.8 
6.6 
7.6 
6.6 

14.7 
8.3 
6.3 

7.4 
18.9 
4.5 
3.9 

~ 
~ 

•• 

""'' 
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CORPORATIONS 1926 1927 1928 19!1 1930 1931 

O~~ice and Business E~uipment & Supplies, 
Cont'd. 

National Oash Register Company 5.4 5.9 4.7 4.1 6.1 9.1 
Remington Hand Incorporated 6.3 7.0 8.4 7.7 11.9 

~otal 5.8 7.0 6.7 6.0 7.9 a.e 
oal Mining 
Burns Brothers ~ew Jersey 2.1 1.6 2.9 1.5 1.9 2.2 
Elkhorn Ooa1 ~orporation 4.4 3.0 3.4 2.5 1.9 
Island oreek Oo&l Oompany 5.2 5.'7 6.2 6.'7 7.5 9.'7 
Lehigh Uoal and NaYig~tion ~ompany 2.8 2 .a 3.'7 3.'7 1.'7 3.0 
Pennsylvania Ooal and Ooke vorporation 2.2 1.2 2.6 3.2 3.9 3.6 
Philadelphia and ~ading Uoal and Iron 8.0 1.'7 1.8 4.0 4.1 5.4 
Pittsburgh Ooal Uomp&Dy 3.4 2.4 1.3 3,9 4.4 4.5 
Pittsburgh ~erminal Ooal Oorporation 2.6 3.5 2.0 1.2 2.9 2.6 

~otal 2.9 2.1 2.1 2.9 2.'7 4.1 lb 
0 
• I 

The figures ~or the corporations were taken ~rom the nBase Book Standard Earn-
ings Bulletined of the Standard ~rade and ~eourity aervioe, while the figures ~or 
the industries were oomputed by dividing the total current assets of the oorpor-
ations, making up the industries, by their total current liabilities. 
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APPEl~DU ''Btt. CORPORATIO~S WITH A C~tENT ASSET RATIO BEL~f 2 to 1. 

CORPORATIONS 1926 1927 1928 1989 1930 1931 

ashawena Mills X X X X ~X X 
allinson (H.R.) co. X X 
nspiration ~onsolidated Oopper X 
arnsdall Corporation (Class A) X 
ouaton Oil eompany of Texas X X 
hillips Petroleum wompany X X 

Skelly Oil ~ompany X X 
~aterpillar ~raator company X 

arren ~rothers Company X X 
Oelotex Company X X 
•oundation Compaqr X 

illabur,y Flour Mills X 
ational »airy Products Gompa~ X X 
outhern Dairies Ino. X . 

I~ • s. Dairy Products ~orporation X X X X X X 
urns Brothers New Jersey X X X 
lkhorn Coal ~orporation X 
high Coal and Navigation Compaay X 

ennsylvania ~oal and Coke Corporation X 
hiladelphia and ~ading Coal and Iron X X 
ittsburgh uoal Oompa~ X 
ittsburgh Terminal ~oal Corporation X 
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APPENDIX "C" RATIO OF CASH AN.D EQUIVALENT .PLUS RECEiiA.BL.illS TO CURRENT LIJ\BIL-
ITIES FOR THE 122 CORPORATIONS STUDIEn 

CORPORATIONS 1926 1927 1928 1929 1930 1931 

Meat Paoking 
Armour and Company 1.6 1.6 2.2 2.0 2.6 5.1 
Ouda~ Ps.oking Company 1.6 1.4 1.0 1.2 1.5 2.8 
Swift and Company 2.8 3.0 1.9 1.5 2.'7 2.9 
Wilson and Company (Class A) 2.'7 3.2 3.9 2.6 3.9 4.9 

Total 2.1 2.0 1.9 1.'7 2.6 3.'7 
Iron and Steel 

United States Steel Corporation 2.5 2.4 2.a 2.3 2.3 3.0 
American •olling Mill ~omp&ny 2.1 .a 1.3 .'I 3.0 2.6 
Bethlehem Steel Uorporation 2.a 2.7 3.0 3.2 2.1 2.9 
Colorado 'uel and Iron Gompany .a .a 1.1 1.9 2.0 2.2 
Byers (A.M.) Company 4.0 7.9 10.1 6.2 2.9 '1.4 
Vuloan Detinning Company 2.0 1.2 2.4 1.7 2.2 1.6 
Gulf States Steel Company 1.4 6.6 3.0 4.3 .6 .9 
Inland steel compaQY 1.3 4.3 5.1 5.5 4.2 2.a 
Ludlum ateel ~ompany 3.6 3.1 2.9 1.0 4.9 7.5 
warren •oun4r,v and Pipe Oompany 5.'7 11.9 ll.a a.6 4.9 4.6 
Youngstown Sheet and jube Company 1.9 3.0 3.2 2.a 2,.3 ' 4.1 

Total 2.5 2.5 2.a 2.6 2.3 3.0 
Automobiles and ~ruokS 

Chrysler Corporation 2.0 2.8 2.0 2.a 4.2 4.8 
General Motors uorporation 1.2 1.6 1.5 1.5 2.'7 3.0 
Graham-Paige Motors corporation .5 1.2 .'I 2.1 1.2 .a 
Hudson Motor Car Company 1.8 1.6 2.1 2.5 3.5 2.9 
Hupp Motor Car ~orporat1on 3.6 3.a 4.8 4.8 6.0 4.0 
Maok Truoks Incorporated 5.2 2.4 2.9 3.3 8.9 13.4 
Nash Motors Jompany 3.0 4.9 4.9 5.4 '7.0 14.2 
Paokard Motor Oar Company 2.2 2.3 1.9 2.4 3.8 5.3 
Peerless Motor car Corporation 4.3 3.6 1.2 1.9 4 .a 11.6 

! 

I 

..... 
0 
l\:1 
• 

"!! 
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A?.PENDIX "C'' GOl~T'D. 

tSORPORA'l1!0NS 1926 1927 192a 1929 1930 1931 

Autombbiles and Truoks. Oont'd. 
Reo Motor Car company- 4.2 2 .. !3 1.9 4.6 6.5 5.2 
Studebaker Corporation 2.5 1.4 1.4 1.0 1.1 1.0 
White ~otor ~ompany- 3.5 3.a 5.0 5.2 7.2 10.6 
W1111'8 Overland Company 1.4 2.1 1.1 1.6 1.5 7.3 
Yellow jruok and coaoh Mfg. uompany 3.7 3.2 l.a 3.6 3.2 3.8 

l'otal 1.7 2.0 l.a 2.1 3.2 3.4 
~extiles 

cotton and cotton Goods 
Oonsol idated Textile .Jorpo ration 5.1 2.2 1.4 1.5 3.7 14.9 
Nashawena lUlls 4.9 .5 .5 .7 .7 .5 
Naumkeag Steam ~otton 5.a 3.a 10.6 a.2 2.4 2.2 
Paoifio Mills 1a.o la.4 21.3 11.1 13.1 10.9 
Pepperell Manufacturing Company 00 4.7 16.0 13.a 9.a 15.9 

I~ Standard Textile £rod. wompany .9 - 3.1 .5 1.7 1.4 
sub-total 5.1 4.6 4.7 3.5 4.0 4.6 

Silk and Silk ~oods 
Belding Heminway Uompany 14.5 17.a 12.7 6.7 31.5 12.3 
Blumenthal {Sidney) and Company 1.1 1.2 2.4 5.7 15.7 16.7 
Century Ribbon Mills 1.2 1.3 1.3 1.4 1.6 1.7 
Mallinson (H. ~.) Company .a 1.0 .a .7 .4 .4 

sub-total 1.6 1.6 l.a 2.2 2.5 2.9 
Wool and Woolen Goods 

American Woolen oompan7 1.9 3.9 3.3 24.3 46.9 84.0 
Arlington Mills .7 .a 1.2 1.2 1.3 1.1 
Botan7 ~onsolidated Mills Incorporated .6 .5 1.0 .a 1.2 .2 
Cleveland Worsted lUlls Company - .a 1.2 .7 .a 6.7 

sub-total 1.3 1.6 2.1 3.4 a.2 5.9 
Total l.a 2.1 2.6 3.1 5.2 4.'1 



F ... . . _,~-~ 

APPENDIX "C'' CONT 'D. 

CORPORATIONS 1926 1927 

Copper Mining 
Anaconda Copper Mining 2.4 1.1 
Calumet and Hecla ·Jonstruction Corp. 6.1 4.6 
Cerro de Pasco Copper Corporation 5.6 4.3 
Chile Copper Company 1.4 .9 
Greene Cananea Company 7.0 11.7 
Howe Sound Company 1.6 4.2 
Inspiration Consolidated Copper .3 3.2 
Kenecott Copper Corporation 4.0 3.4 
Magna Copper Corporation 2.6 2.6 
Miami Copper Corporation 5.8 6.4 
Nevada Consolidated Oopper 1.3 1.4 

Total 2.3 1.9 
Oil and Oil Producing 

Atlantio Refining Company 2.4 2.0 
Barnsdall Corporation (Class A) 2.5 .5 
Gulf Oil Corporation of Pennsylvania .6 1.8 
Houston Oil Company of Texas .a .05 
Humble Oil and Refining Company .6 1.6 
Phillips Petroleum Company 1.1 4.1 
Pure Oil Company .8 2.9 
Shell Union Oil Corporation l.a 3.3 
Simms Petroleum Company 3.4 1.1 
Sinclair Consolidated Oil Company 1.0 1.5 
Skelly Oil Company .5 1.5 
Standard 011 Company of New Jersey 2.1 4.9 
Texas Corporation 1.3 1.3 
Tide Water Association Oil 1.3 l.a 
Union Oil of California 2.9- 2.9 

Total 1.7 2.1 

--------- -

l92a 

.9 
6.4 
5.4 
2.7 
2.8 
4.3 
3.8 
2.5 
2.7 
5.3 
2.1 
1.9 

2.2 
3.8 
3.3 
2.7 
2.3 
2.a 
2.1 
1.4 
2.7 
4.0 
1.0 
3.0 
1.0 
2.3 
2.3 
2.4 

1929 1930 1931 

.8 .6 .3 
5.0 1.7 .5 
6.2 9.2 8.1 
in Anaconda Copper 
in Anaconda Copper 
4.4 5.9 -
1.0 1.8 .4 
2.3 z.a 4.5 
3.3 7.1 12.6 
2.0 2.6 -
2.5 2.5 1.6 
1.5 1.3 .a 

3.3 4.a 2.6 
2.1 .9 .7 
2.1 2.8 3.3 
2.5 3.9 3.0 
2.0 2.a 3.9 
1.8 .8 .6 
2.6 1.1 1.0 
2.6 1.7 2.4 
2.5 1.9 2_.7 
1.5 2.7 -

.8 1.3 2.9 
2.a 2.7 5.3 
3.3 3.2 2.9 
1.4 2.3 2.3 
2.4 3.5 4.6 

·2.5 2.5 3.5 

..... 
0 
~ 
• 

'"""!! 
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APPENDIX "C~ CONT'D. 

CORPORATIONS 1926 1927 

Chemicals and Fertilizers 
Air Reduction eompanT Incorporated 8.5 4.8 
.lmeri can IJyanamid OompaD7 1.2 2.3 
Atlas Powder Oom~D7 3.5 7.0 
Columbian warbon ~ompa~ 2.6 4.3 
Freeport rexas ~ompany 3.0 2.'1 
Hercules Powder Company 19.7 9.2 
u. s. Industrial 41cohol ~ompany 3.'1 3.5 
?exas Gul~ 5ulphur Oompany 12.3 4.9 

'rotal 4.8 4.5 
:Jfaollinery and Machine .Equipment 

Allis Chalme~a Manu~acturing Company 3.4 2.'1 
Ameri~aa Machine Youndr,r ~omp&QY 2.9 7.0 
Bliss (E.W.) company 3.8 4.3 
Caterpillar Tractor Oom~ - 2.8 
National Acme Gompan;y 4.3 4.3 
National ~upply ~omp&nT o~ Delaware 3.8 6.1 
Seagrave corporation 1.5 1.'1 

Total 3.5 3.8 
Building ~quipment and Supplies 

Alpha Portland Cement Oomp&QJ 5.8 4.3 
International Cement Corporation 1.8 1.0 
Warren ~rothers Company 1.6 1.2 
clmerican seating Corporation 6.'1 9.'1 
Celotex Company 1.0 1.9 
Johns-Manville ~orporation 4~1 3.4 
Devoe and aaynolda 6.4 l .. A 
Foundation Company 9.6 2.4 
Sherwin-Williams Company 2.9 2.6 

Total 3.2 2.6 

1928 1929 

6.1 6.'1 
2.9 2.0 
7.2 9.3 
5.3 6.0 
1.8 2.0 
7.5 9.6 
4.0 3.6 

11.'1 6•8 
4.8 4.4 

2.5 2.0 
10.0 7.'1 
2.9 2.2 

.9 1.5 
2.6 3.4 
5.2 4.0 
2.3 4.8 
2.3 2.3 

5.2 6.4 
2.2 2.3 
2.0 1.9 

12.8 14.3 
1.9 1.1 
2.3 2.0 
1.4 4.9 
2.7 2.4 
3.3 3.5 
2.6 2.6 

1930 

7.9 
2.8 

10.'6 
9.1 
1.0 

17.1 
2.8 
6.2 
4.2 

3.7 
1.2 
1.9 
9.0 
8.3 
9.8 
4.'1 
6.8 

10.4 
2.6 
2.0 

35.8 
1.7 
2.4 
9.4 
1.9 
5.6 
3.2 

1931 

10.'1 
3.5 

17.9 
6.6 
.a 

16.0 
7.8 
3.5 
6.4 

4.3 
5.1 
1.2 

20.8 
18.2 
14.3 

3.'1 
6.3 

17.4 
3.6 
2.3 

21.0 
2.0 
3.5 

11.5 
1.4 
4.4 
4.3 

I 

~ 

..... 
0 
01 
• 

~ 



APPENDIX ~o~ OONT'D. 

CORPORATIONS 1926 192'1 1928 1929 1930 1931 

J'ood Products 
Baking Products and P1our 

Pillsbury Flour Mills 1.3 1.1 1.3 .a .a 4.0 
Purity Bakeries corporation 3.3 - 5.0 2.0 2.0 3.0 

sub-total 1.'1 1.1 2.4 1.1 1.0 3.'1 
Oandy.Soft Drinks & Chewing Gum 

Coca-Cola Qompany 9.2 20.8 6.'1 2.9 4.0 2.a 
Hires (Chas. E.) Oompany 3.a 2.9 2.9 2.'1 2.2 4.4 
Sweets Compan7 of America Incorporated a.3 6.3 6.2 6.3 5.1 2.6 
Wrigley (Wm.Jr.) Compan7 a.6 3.a 4.0 6.0 6.'1 '1.4 

sub-total a.4 5.4 4.8 4.'1 5.5 5.3 
Dairy 

Borden and company 2.5 2.5 2.5 1.3 1.'1 2.8 
National »airy £roduots Corporation 1.1 1.0 1.9 2.0 2.1 2.5 

I~ Southern Dairies Incorporated .4 1.9 3.0 3.4 2.1 24 
u. s. Dairy Products Uorporation .6 1.3 1.1 1.2 1.2 1.2 

sub-total 1.5 1.'1 2.1 1.6 1.9 2.5 
Misoellaneous 

Beechnut Packing Company .a 3.4 4.2 3.8 5.9 6.3 
General Foods Uorporation - 1.4 2.2 1.6 2.6 3.'1 
National ~istillers Pro. ~orporation - 5.9 6.3 1.6 1.3 .9 
Quaker Oats ~ompany 3.1 2.a 3.1 2.0 3.5 5.2 
Wesson Oil and Snowdrift Company 5.'1 1.0 2.4 '1.1 7.9 10.9 

sub-total 3.2 1.8 2.'1 2.4 3.6 4.9 
Total 2.4 2.1 2.'1 2.0 2.5 3.5 
Office and Business Equipment and Supplies 

~rt Metal Uonstruction eompan7 3.4 4.6 5.2 4.1 4.1 4.4 
Burroughs Adding Machine OompaD7 4.3 7.4 a.l '7.1 9.3 13.2 
General Fireproofing Uompany 2.0 3.a 2.9 2.6 2.6 2.6 
International Business Maahine Company 3.'1 4.0 3.4 2.5 2.6 2.9 



APPEND!.!' "O" OONT!.Ih 

· ·CORPORATIONS 1926 1927 1928 1929 1930 1931 

-
Offiee and ~usiness Equipment and Supplies 

National Uash Register Compa117 4.1 4.6 3.6 2.8 4.3 6.3 
Remington-Rand Inoorporate4 !3.6 3.6 4.7 4.6 7.1 

T'otal 3.8 4.6 4.6 !3.9 5.2 6.1 
Coal Mining 

Burns Brothers ~ew Jerse~ 1.0 1.0 1.7 1.1 .9 1.6 
Elkhorn ~oal Corporation 3.7 2.3 2.9 2.1 1.5 
Island Creek Coal ~ompany 4.6 5.4 5.8 6.5 7.2 8.8 
Lehigh uoal and Navigat lon oompa~ 2.2 1.5 2.6 2.3 1.7 2.0 
Pennsylvania Coal and Ooke Uorporation 2.0 .9 2.3 2.9 3.7 3.3 
Philadelphia and ~eading Ooal and Iron 1.7 .7 1.0 2.6 2.5 5.1 
Pittsburgh Coal Comp~~ , 2 .. 1 1.2 .6 2.4 2.8 2.~ 
Pittsburgh Terminal ~oal oorporation 2.3 3.0 1.5 1.0 2.4 2.0 

~otal 2 .o 1.2 1.3 2.0 1.9 2.7 I..., 
0 
....;J 

• I 
The above ratios were oomputed from figures whioh were taken from the "Base Book 

~tandard.~arnings ~ulletins" of the Standard Trade and ~eourities Servioe. 



APPENDIX "D" CORPORATIONS WITH AN "ACID TEST" RA'l'IO OF LESS 1'HAB 1 to 1. 

ilOBPOR.lTIO.N 8 

United States Steel Qorporat1on 
Colorado fUel and Iron ~ompa~ 
Gulf States Steel company 
Graham-Paige Motors corporation 
.Nashawena lUlls 
Standard ~extile Prod. Company 
Mallinson (H.R.) and Company 
Arlington lUlls 
BotaD7 ~onaOlidated Mills Ino. 
Cleveland Worsted Mills Company 
Anaconda Copper Mining 
Calumet and Hecla Yons. •ompany 
Chile uopper Oompany 
Inspiration cons. Oopper 
Barnsdall Corporat ion ( Class J.) 
Gulf Oil ~orporation of Pennsylvania 
Houston Oil uompaQY of rexas 
Humble Oil and Refining Company 
Phillips Petroleum ~ompany 
Pure Oil ~omp&QY 
Skelly Oil Company 
Freeport ~exae Company 
Caterpillar jractor Company 
Pillsbury .flour Mills 
Southern Dairies Inc. 
u. S-a. DairieeiOorDorat ion 
Beeonnu~ ~aox ng company 
National Distillers Products Corporation 
Burns Brothers aew Jersey 
Pennsylvania Coal and coke corporation 

YEARS BELOW 1 to l RATIO 

1927 and 1929 
1926 and 1927 
1930 and 1931 
1926, 1928 and 1931 
1927 to 1931 inclusive 
1926 and 1929 
1926, 1928, 1929 and 1931 
1926 and 192T 
1926, 1927, 1929 and 1931 
1927, 1929 and 1930 
1928 to 1931 inclusive 
1931 
1927 
1926 and 1931 
1927. 1930 and 1931 
1926 
1926 and 192'1 
1926 
1930 and 1931 
1926 
1926 and 1929 
1931 
1928 
1929 and 1930 
1926 
!81g 
1981 
1930 
1927 

..... 
0 
(X) 

• 



APPENDIX ~D~ CONT 1 D. 

CORPORATIONS 

Philadelphia and ~ading Coal and Iron 
Pltt•burgh Coal Uomp&DT 

YEARS BELOW 1 TO 1 BATIO 

192'1 
1928 



APPEl~DIX "E" R&TIO OF NET WORKING CAPITAL TO INVENTORY FOR THE 122 
CORPORATIONS STUDIKD. 

COW? ORATIONS 1926 1927 1928 1929 1930 1931 

Meat Packing .. 
Armour an4 Company 1.3 1.3 1.3 1.3 1.3 1.8 
Cud&hJ' Packing Company 1.4 1.2 1.0 1.2 1.3 1.6 
SWift and Company 1.5 1.5 1.3 1.2 1.5 1.'1 
W i1son and Company (Class A.) 1.5 1.5 1.6 1.4 1.6 1.9 

Total 1.4 1.4 1.3 1.3 1.4 1.7 
·Iron.and Steel 

United States Steel aorporation 1.7 1.6 1.8 1.6 1.4 1.4 
American Rolling Mill ~ompany 1.3 .9 1.1 .8 1.5 1.4 
B~thlehem Steel Corporation 1.8 1.'1 2.1 2.6 1.6 1.7 
Colorado :rue 1 and Iron oompany .9 .9 1.0 1.5 1.5 1.5 
Byers (A. ll.) CompaQJ 1.9 3.1 4.2 4.6 2.3 1.7 
VUlcan Detinning uompany 1.6 1.1 2.0 1.'7 2.8 1.5 
Gulf States Steel Oompany 1.2 2.4 1.6 2.0 .7 ~9 
Inland Steel Oompany 1.9 2.0 2.6 2.6 1.9 1.8 
Ludlum Steel !Jompany 1.4 1.4 1.5 1.0 1.3 1.5 
warren FDUDdr,r and PiP.e Company 2.2 2.3 2.5 2.8 2.0 1.7 
Youngstown Sheet and :6ube uomp&DJ' 1.3 1.4: 1.6 1.5 1.3 1.4 

Total 1.6 1.6 1.8 1.'1 1.5 1.6 
Automobiles and ~ruoka 

Chr,ysler ~orporation 1.'7 2.4 1.'1 1.9 2.4 2.9 
General Motors Corporation 1.2 1.6 1.5 1.3 2.1 2.'7 
Graham-Paige Motors Corporation .'7 1.2 .a 1.5 1.1 .a 
Hudson Motor Oar Company 1.6 1.4 2.0 1.9 2.9 2.5 
Hupp Motor Gar ~orporation 2.3 2.5 3.6 2.1 2.5 2.4 
Mack ~ruoka Incorporated 2.1 1.9 1.9 1.8 2.2 2.9 
Nash Motors uompany 5.0 9.9 7.6 8.4 13.6 27.4 
Packard Motor oar Company 2.9 2.3 2.1 2.2 2.5 2.'1 
Peerless Motor Oar corporation 1.5 1.6 1.1 1.4 2.6 5.4 

' 

" 

..... ..... 
0 
• 
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APPEND!~ RE" OONT'D. 

CORPOBATIOBS 1926 1927 192a 1929 1930 1931 

Automobiles and ~ruokB C~nt'd. 
Reo Motor Car Oompany 1.7 1.4 1.~ 2.0 2.4 2.1 
Studebaker Corporation 1.7 1.2 1.2 .9 1.1 1.0 
White Motor Company 1.5 1.6 2.1 1.9 1.9 2.4 
Willys Overland Company 1.1 1.4 1.1 1.2 1.1 .9 
Yellow Truoka and Coaoh Mfg. Company 1.6 1.6 1.3 1.'7 1.5 1.5 

'l'otal 1.5 1.7 1.6 1.6 2.1 2.5 
Textiles 

cotton and uotton woods 
Consolidated ~extile Corporation 1.7 1.3 1.2 1.2 1.9 2.6 
Naahawena Mills .5 .6 .6 .'1 .7 .6 
Baumkeag Steam ~otton 1.9 1.6 l.a 1.6 1.4 1.2 
Paoiflo Mills 1.9 1.7 2.1 2.3 1.9 1.8 

IP Pepperell Manufaot~ring Company 1.9 1.4 1.4 1.4 1.4 1.5 
Standard ~extile Prod. Company .9 - 1.3 .a 1.2 1.2 

sub-total 1.7 1.5 1.6 1.6 1.6 1.6· 
Silk and Silk '*oods 

Belding Heminw~ ~ompany 1.5 1.4 1.4 1.1 1.'1 2.6 
Blumenthal (Sidney) and Company 1.1 1.1 1.5 2.2 2.5 1.6 
Century Ribbon Mills 1.1 1.2 1.2 1.3 1.7 1.6 
Mallinson (H. R.) and company .9 1.0 .9 .a .5 .6 

sub-total 1.2 1.2 1.3 1.4 1.7 1.6 
wool and Woolen Qoods 

!merioan Woolen ~ompany 1.3 1.4 1.3 2.0 2.7 2.0 
Arlington Mills .a .a 1.1 1.1 1.1 1.1 
Botany Consolidated Mills Inc. .7 .'1 1.0 .9 1.0 .a 
Olevel~nd Worsted Mills ~ompany - .9 1.1 .a .a 1.6 

sub-total 1.1 1.2 1.2 1.6 3.1 1.'1 
Total 1.3 1.3 1.3 1.6 1.8 1.6 



APPENDIX ~E~ CONT'D. 

CORPORATIONS 1926 192'7 1928 1929 1930 19~1 

Copper Mining 
Anaconda Copper Mining 1.4 1.1 .9 .a .'7 .6 
Calumet and Hecla ~one. Company 2.0 1.'7 2.6 2.1 1.1 .9 
cerro de Pasco Coppe~ corporation 2.6 2.1 2.3 2.5 2.4 1.8 
Chile ~opper ~ampany 1.2 .9 2.5 in Anaconda ~opper 
Greene Cananea OompaQV 2.0 2.3 2.4 in Anaconda Copper 
Howe Sound uompany 2.5 5.5 6.6 8.3 10.9 
Inspiration Consolidated Copper .'7 1.8 5.2 1.0 1.4 .6 
Kenecott Copper Corporation 1.2. 1.6 2.1 1.8 1.8 1.8 
Magna uopper Corporation 1.'7 1.8 1.'7 2.2 3.1 3.6 
Miami Gopper corporation 2.'7 2.9 2.3 1.3 1.6 
Nevada consolidated Oopper 1.1 1.2 1.4 1.4 ·1.5 1.3 

1!ot.a1 1.4 1.3 1.6 1.3 1.2 .9 

I~ Oil and Oil Producing 
Atlantic Refining Company 1.3 1.3 1.3 1.6 1.6 1.4 
Barnsdall Gorporation (Class A) 2.0 .4 2.0 1.6 1.0 .a 
GUlf Oil Corporation of Pennsylvania .a 1.2 :a,.5 1.3 1.5 1.6 
Houston Oil Company of ~exas .6 41.9 2.'7 3.0 3.6 3.1 
Humble Oil and Befining company .a 1.2 1.6 1.6 1.'7 2.1 
Phillips Petroleum ~ompany 1.1 2.3 2.0 1.4 .8 ·' Pure Oil Wompany .e 1.6 1.4 1.6 1.1 1.0 
Shell Union Oil ~orporation 1.6 2.4 1.2 1.9 1.3 1.9 
S~s Petroleum wompany 2.6 1.0 1.3 1.3 1.2 1.6 
Sinclair wonsolidated Oil Company 1.0 1.3 2.'7 1.3 2.1 
Skelly Oil ~ompany .3 1.2 1.0 .'7 1.2 2.0 
Standard Oil llompany of New Jersey a.o 1.6 2.1 1.9 2 .o 2.5 
Texas Corporation 1.1 1.1 1.0 1.6 1.6 1.5 
~ide Water Association Oil 1.1 1.3 1.6 1.2 1.4 1.4 
Union Oil of California 1.6 1.6 1.5 1.3 1.5 1.6 

~otal 1.4 1.4 1.'7 1.6 1.'7 1.9 



APPENDIX •E~ CONT'D. 

CORPORATIONS 1926 1927 1928 1929 1930 1931 

Chemicals and ~ertilizers 
Air &eduction ~ompany Incorporated 5.2 5.7 7.3 7.7 8.7 10.5 
Ame r 1 can \)yanam i d Company 1.1 1.5 2.6 1.7 1.5 1.7 
.A.tlas Powder Company. 1.9 2.5 3.4 3.3 3.5 4.9 
Columbian ~arbon ~omp~ 1.6 2.0 3.8 3.6 3.6 2.6 
Preeport Texas Oompany 1.6 2.1 1.6 1.8 1.0 .9 
Hercules Powder Oompany B.7 2.3 2.2 2.4 2.9 2.9 
u. s. Industrial Alcohol ~omp~ 3.0 1.8 2.'1 2.2 1.8 2.1 
Texas Gu1~ Sulphur Oomp~ 1.9 1.5 1.8 1.9 1,5 1.3 

Total 2.1 2.1 2.6 2.5 2.2 2.2 
Machinery and Machine ~q~ipment 

Allis Ohalmers Manufacturing Company 2.0 1.7 1.6 1.5 2.0 2.0 
American Machine Foundry Uompany 1.3 2.1 3.3 3.3 4.2 6.4 

I~ BliSS (E. W •) Gompany 1.6 1.6 1.6 1.3 1.2 1.1 
Caterpillar ~ractor Oompany - 1.5 .9 1.3 2.0 2.8 
National Acme Company 1.3 1.3 1.4 1.5 1.'1 1.'1 
National Supply Oompa~ of Delaware 1.9 2.1 2.1 1.8 1.'1 1.6 
Seagrave oorplration 1.3 1.5 1.'1 1.9 2.0 1.9 

Total 1.8 1.8 1.6 1.6 1.9 2.0 
Building Equipment and ~upplies 

Alpha Portland Cement Company 2.6 2.6 3.0 3.2 4.1 4.'1 
International Uement Corporation 1.3 1.0 1.5 1.5 1.'1 1.8 
Warren Brothers ~ompany 4.6 2.6 6.6 9.$- 18.8 7.'1 
American ~eating Corporation 3~! 4.1 3.9 4.0 6.6 4.'1 
Celotax Company 1.0 3.4 2.2 1.2, 1.7 1.5 
Johns-Manville Corporation 2.'1 2.3 1.9 1.8 2.1 2.3 
Devoe and Raynolds 2.2 1.9 1.3 - 1.8 2.2 2.4 
Poundation eompany 8.8 3.8 4.2 5.4 4..9 3.4 
Sherwin-Williams Oompany 1.5 1.5 1.'1 1.8 2.0 1.9 

Total 2.1 1.9 2.0 2.1 2.6 2.3 



APPENDIX ~E~ JONT'n. 

CORPORATIONS 1926 1927 1928 1929 1930 1931 

Food Products 
Baking Products and ~lour 

Pillsbury ~lour Mills 1.1 1.1 1.1 .9 .a 1.9 
Purity Bakeries Corporation 2.6 - 3.9 1.9 1.7 2.7 

sub-total - 1.4 1.1 1.7 1.0 1.0 2.1 
caady, ~oft Drinks & Chewing Sum 

Cooa-Oola uompany 4.3 6.1 4.9 1.6 2.2 1.7 
Hires (Ohas. E.) Company 3.0 2.6 2.3 2.3 1.6 2.6 
Sweets Company of America Incorporated 3.2 2.9 4.1 4.2 7.8 2.9 
Wrigley (Wm. Jr.) Oompany 3.0 2.2 2.3 2.6 2.7 2.9 

sub-total 3.3 2.9 2.9 2.2 2.6 2.6 
Dairy 

Borden and wompany 3.1 2.8 2.7 1.3 1.7 2.5 

IF Nat.ional Dairy Products Oorporat ton 1.2 1.1 2.3 2.5 2.0 2.6 
Southern Dairies Incorporated dl.3 2.2 2 .a 3.4 2.0 1.9 
u. ~. Dairy Products corpo~ation dl.S 2.0 1.2 2 .o 2 .o 2.4 

sub-total 2.0 2.0 2.5 1.8 1.8 2.6 
Miscellaneous 

Beechnut Paoking 0ompany 1.0 1.3 1.4 1.3 1.4 1.7 
General Foods Corporation - 1.2 1.6 1.3 1.6 1.9 
National ~istillers Pro. Uorporation - 2.8 2.8 1.1 1.0 1.1 
Quaker Oats ~ompany 1.9 1.8 1.8 1.6 2.2 3.9 
Wesson Oil and snowdrift ~ompany 2.7 1.0 1.5 2.2 3.0 3.6 

sub-total 1.8 1.4 1.6 1.5 1.8 2.2 
Total 2.2 1.7 2.0 1.6 1.9 2.4 
Offioe and ~usiness ~quipment and ~upplies 

Art Metal ~onatruotion ~ompany 2.0 2.0 2.4 2.4 2.2 2.1 
Burroughs Adding Machine 0ompany 2.1 2.9 3.3 2 .. 8 3.0 3.1 
General 'ireproofing womp&n7 1.7 1.8 1.7 1.8 1.8 1.'7 
International Business Maohine Company 2.'7 3.1 3.0 2.2 2.5 2.9 



APPENDIX "E" CO.NT'D. 

CORPORATIONS 

Office and Business Equipment and Supplies 
Cont~4. 

National Oash Register Company 
Remington-Rand Incorporated 

Total 
Ooal Mining 

Burns Brothers New Jersey 
Elkhorn Ooa1 Oorporation 
Island Creek ~oal ~ompany 
Lehigh Ooal and Navigation Jompany 
Pennsylvania ~oal and ~oke 0orporation 
Philadelphia and ~ading Joa1 and Iron 
Pittsburgh Ooal ~ompany 
Pittsburgh Terminal ~oa1 ~orporation 

'l'otal 

1926 

3.4 
2.0 

- 2.4 

1.2 
4.8 

12.8 
3.2 
7.5 
1.5 
1.9 
7•2 
2.0 

1927 

3.7 
1.8 
2.5 

1.0 
3.1 

12.4 
1.4 

.7 

.7 
1.1 
5.3 
1.2 

1926 1929 

3.4 
2.0 
2.7 

1.6 
4.7 

14.3 
2.4 
5.0 
1.0 

•• 2.1 
1.4 

2.4 
2.2 
2.4 

1.1 
4.0 

21.1 
2.1 

.13.3 
2.2 
.2.0 
1.1 
2.2 

1930 1931 

2.9 
2.2 
2.6 

.3 
2.0 

19.9 
42.3 
14.0 
1.9 
2.2 
4.1 
2.3 

2.9 

2.9 

1.9 

9.7 
2.0 
8.9 
2.1 
2.0 
3.0 
2.2 

~he above ratios were computed from figures which were taken from the ''Base Book 
Standard ~arnings ~11etins" of the Standard ~rade and ~eourities ServiQe. 

.... .... 
0'1 
• 



APPENDIX "F" RATIO OF NE! PROFIT TO FimD QHARGES FOR THE 122 COBPOR-
ATIONS STUDIED. 

CORPORATIONS 1927 1928 1929 1930 1931 

Meat Paok1ng 
Armour and ~ompany .7 1.4 1.3 1.0 d.8 
Cudah7 Paoking Company 2.3 2.2 2.0 2.5 2.4 
Sw 1ft and CJ ompany 4.4 5.9 5.8 5.7 1.2 
Wilson and company (Class A) 1.2 2.3 2.3 2.6 d.4 

Total 1.4 2.1 2.0 1.9 d.2 
Iron and Staal 

United States Steel Oorporat ton 6.2 7.7 25.0 7.6 3.4 
American ~olling Mill Company 9.5 3.6 4.9 1.1 d.3 
Bethlehem Steal Corporation 2.4 2.7 4.8 4.3 1.0 
Colorado JUel and Iron ~ompany 2.5 1.6 2.4 1.2 dl.l 
Byers ( &. M.) Oomp~my 
Vuloan Datinning ~ompany 

IF Gul~ States Steel ~omp&Q7 7.0 5.0 6.7 dl.5 d2.1 
Inland Steel Gompany 11.1 8.6 9.8 6.0 1.7 
Lu~lum steel ~ompan7 3.6 7.9 
warren Poun dry and Pipe Compan7 3.7 1.1 4.0 
Youngstown dheet and ~ube Company 2.7 3.7 6.9 2.9 d.& 

'Jotal 4.5 5.5 11.3 7.5 1.0 
Automobiles and ~rucks 

Chrysler Corporation 103.5 20.1 7.2 1.1 1.7 
General Motors Corporation 
Graham-Paige Motors Corporation 
Hudson Motor Car Oompaay - - - -Hupp :Motor Oar corporation 
Mack Truok8 Incorporated 38.5 42.1 52.8 17.7 
.Nash :Motors aompa~ 
Packard Motor Car ~ompany 
Peerless Motor Car Corporation 



APPEliDIX "F11 CONT'D. 

CORPORATIONS 192'1 1928 1929 1910 1931 
. 

Automobiles and Trucks aont'd. 
Reo Motor Oar Oompaey 
Studebaker Corporation 
White Motor ~ompany 
Wlllys Overland Company 14.3 12.1 d'7.6 d29.3 d77.3 
Yellow 1ruck and ~oach Manufacturing company 

'lota1 39.1 18.8 6.6 45.4 d2.6 
1'Extiles 

cotton and Cotton Goods 
Consolidated ~esttle Corporation 1.2 .5 .03 dl.5 d.8 
Bashawena .lUlls 
Baumke&g ~te~ eotton 
Paot:tic lUlls 2.2 .1 3.3 
Pepperell Manufacturing Company 
Standard 7extile Production aompany - 2.9 2.4 41.6 dl.2 

sub-total 1.'7 .a 1.4 4.7 4.9 
Silk and ~ilk Qooda 

Belding Heminw-r . 2.8 4,9 .2 d8.9 dll.l 
Blumenthal (Sidney) and 1ompany 5.2 9.0 17.2 
Oentur,v Aibbon Kills 
Mallinson (H.R.) and Uompany 

sub-total 3.9 4.9 7.9 d8.9 dll.l 
Wool and Woolen ~oods 

American Woolen aompaQF 
Arlington Mills 
Botany Gonsolidated Kills Incorporated .2 d.5 d2.3 d3.4 d4.8 
Cleveland Worsted Mills Compaay 

sub-total .2 d.5 d2.3 43.4 d4.8 
'fotal 1.6 1.1 2 .o d2.3 d2.'7 



APPENDIX "F" OO.NT'D. 

CORPORATIONS 1927 1928 1929 19$'0 19:11 

copper lUning 
Anaconda Copper Mining 1.8 3.3 9.6 6.6 .3 
Calumet Hecla Qonatruction Oorporation 
Cerro de Pasco Copper Corporation 
Chile Copper Oomp&QT 5.7 10.2 
Greene tananea Company 
Howe ~ound eompany 
Inspiration eonsoltdated Copper 2.5 11.5 . 17.5 1.7 
Kenecott Copper Corporation 
Magna Copper corporation 
JUami Clopper Corporation 
Bevaa, Consolidated Oopper 15.8 93.4 

i'Otal 2.7 5.8 9.6 8.4 .3 
Oil and Oil Producing 

~ Atlantic Refining company 3.4 21.9 23.7 4.6 1.6 
Barnsdall ~orporatlon (Class A) 3.4 3.4 - - -Gulf Oil Corporation of Pennsylvania 4.6 11.2 13.0 3.0 d2.3 
Houston Oil Company of ~exas &.3 4.1 4.4 3.4 .5 
Humble Oil Refining company 3.7 8.1 13.6 7.9 2.1 
Phillips Petroleum Oompany 4:.2 6.0 7.5 2.4: d.S 
Pure Oil llompan7 4.5 9.6 5.9 2.2 1.3 
Shell Union 011 Oorporation 6.8 6.0 4.7 .2 d3.2 
Simma Petroleum Wompany .7 2.6 
Sinclair consolidated Oil Company 1.7 2.9 3.6 '·' .. 
Skelly Oil Company 2.6 4.8 7$ 3.0 dl.5 
Standard Oil ~ompa~ of Bew Jersey 6.8 15.8 17.0 7.4 3.2 
Texaa uorporation 35.5 24.6 18.1 3.2 d.5 
~ide Water Association Oi1 6.6 14.5 14.3 10.6 -
Union Oil ~ompany of Yalifornia 9.5 10.2 14.4 6.9 2.8 

To1tal. 4.8 9.4 10.5 3.8 .3 



APPENDIX "F" CONT'D. 

CORPORATIONS 1927 1928 1929 193) 1931 

Chemicals and Fertilizers 
Air ~eduction ~ompan7 .. - - -
~merican ~yanamid ~ompany .. 6.2 8.0 11.7 2.7 
Atlas Powder Uompany 
Columbian Carbon aompany 
Freeport Texas ~ompany 
Hercules Powder Company 
u. 3. Industrial Alcohol ~ompany 
Texas Gulf Sulphur iJompany - ,., ... y .? 

Total. - 6.2 8.0 11.7 2.7 
Machiner,y and Machine ~quipment 

Allis Whalmers Manufacturing uompa~ 7.4 4.6 6.3 5.4 2.5 
American Machine toundr.r ~ompany 16.9 15.6 21.8 30.8 
Bliss (E. w.) Com9an7 - - - - -

I~ Caterpillar ~raotor Oompany - - - 14.8 3.2 
National Aome Company 2.0 8.5 14.6 1.1 d7.3 
National ~upply Oompany of »elaware 
Seagrave Corporation 

Total 7.2 6.2 9.2 10.1 2.0 
Building ~quipment and Supplies 

Alpha Portland Cement Company - - - - -
International ~emtnt Corporation - - - - 2.4 
warren Brothers Company 5.5 8.1 11.3 13.3 2.8 
American Seating Corporation 4.8 3.6 3.0 1.8 d2.6 

Oelotex company 3.8 6.3 6.4 2.0 d.4 
Johns-Manville Uorporation 
Devoe and Raynolds 
Foundation Gompany 
Sherwin-Williams Company 

4.8 6.8 '1.1 5.6 1.8 Total 



APPENDIX ~F~ CONT'D. 

CORPORATIONS 1927 1928 1929 1930 1931 

:food Products 
Baking Products and Flour 

Pillsbury Plour Mills 3.6 3.9 4.0 2.6 3.7 
Purity Bakeries Corporation ... 11.4 11.6 11.3 6.7 

sub-total 3.6 6.6 6.6 4.6 4.2 
Oandy,S"oft Drinks and Chewing Gum 

Coca-Oola Oompany 
Hirew (Ohas. ~.) Qompany 
Sweets Company of America Incorporated 
Wrigley (Wm. Jr.) Company 

aub .. total 
Dairy 

Borden and Company 

I~ National Dairy Products uorporat ion 6.5 7.0 10.4 7.0 6.0 
Southern Dairies Incorporated 1.3 1.7 3.9 2.8 .6 
u. s. Dairy Products Corporation 3.8 4.4 5.8 5.0 5.3 

sub-total 5.4 6.1 9.2 6.7 5.8 
Miscellaneous 

Beechnut Packing Company 
General Yoods uorporation 
National Distillers Products Corporation 1.2 3.5 
Quaker Oats Company 
Wesson Oil and Snowdrift Company 

sub-total 1.2 3.5 
Total 4.6 6.1 6.1 6.1 6.6 
Office and ~siness Equipment and Supplies 

Art Metal Construction Gompany - - - - .. 
Burroughs Adding Machine eompany 
General Fireproofing Uompany 
International ~usinesa Machi~ Company 14.6 17.9 3i.l 41.3 45.9 



APPENDIX ~F~ CONT'D. 

CORPORATIONS 1927 1928 1929 1930 1931 

Offiee and Business Equipment and Supplies, cont'd. 
Bational Cash Register Uomp~ 
Remington-Rand Incorporated 3.1 3.1 5.7 2.2 

Total 5.2 6.7 9.4 7.3 45.9 
Ooal Mining 

Burns Brothers New Jersey 
Elkhorn Coal Corporation .7 1.0 1.1 .8 
Island Greek ~oal aompany 
Lehigh Coal and Navigation ~ompany 4.6 4.2 4.6 3.4 2.3 
Pennsylvania ~oal and 0oke Corporation dll.O d5.7 2.8 .4 dl3.9 
P•iladelphia and ~eading ~oal and Iron d2.2 1.0 .6 1.4 1.5 
Pittsburgh ~oal ~ompany dl.9 .3 1.1 .4 d.5 
Pittsburgh Terminal ~oal Corporation d4.4 d5.5 d4.1 d8.8 d4.7 

Total d.7 1.2 1.3 1.3 1.0 

The above ratios for the individual corporations were taken from the ~Base Books 
Standard Earnings Dulletins~ of the Standard ]rade and Security dervice. ~he ratios 
for the industries were computed by dividing the net profit of the corporations hav­
ing fixed charges by the fixed charges of these same corporations. ~oth nat profit 
and the fixed oharges, whioh were used in making the OQmputations, were taken from 
the same bulletins. 

I~ 
~ 
• 



AFPENDIX "G" RATIO OF NET PROFIT TO INVESTED CAPITAL FOR THE 122 
CORPORATIONS STU~IED. 

CORPORATIONS 192'1 1928 1929 1930 1931 

Meat Packing 
Armour and eompany 2.8 5.3 5.0 3.6 d2.8 
Cudah7 Packing Company 6.9 '1.6 7.8 7.7 5.5 
SWift and Company 5.4 6.2 5.6 5.4 1.4 
Wilson and vompany (Olass A) 2.3 4.4 4.6 4.8 d.7 

Total 3.9 5.7 5.4 4.6 d.4 
Iron and Steel 

United States Steel Corporation 4.5 5.7 9.6 4.9 .a 
!merican ~olling Mill ~ompany 6.6 5.9 8.2 1.8 d.7 
Bethlehem Steel ~orporation 4.5 5.0 7.2 4.6 1.1 
Qolorado Puel and Iron 5.9 3.7 5.3 2.6 d3.3 
Byers (A. K.) ~ompany 8.!3 9.0 7.8 4.6 .4 
Vulcan Detinning uompany !3.8 6.5 9.2 5.2 6.2 
Gulf States Steel ~ompany 3.7 4.7 5.4 dl.7 d2.4 

I~ Inland Steel ~ompany 9.1 11.9 1!3.7 8.1 3.0 
Ludlum Steel ~ompany 6.8 13.7 9.3 4.1 dl.O 
warren Foundry and Pipe ~ompany 3 .• 2 1.1 3.0 4.7 7.1 
Youngstown Sheet s.nd :lube -.iompany 5.5 6.9 11.6 5.0 dl.2 

Total 4.8 5.7 9.1 4.7 .7 
Automobiles and 1ruaks 

Chrysler Oorporation 21.7 16.8 1!3.3 1.9 3.1 
General Motors Oorporation 31.0 32.3 26.0 15.6 10.0 
Graham-Paige Kotors Uorporation d35.4 5.4 d4.9 d24.6 d!33.3 
Hudson Motor Uar Jompany 28.3 24.0 19.3 .6 d4.6 
Hupp Motor uar uorporation 12.8 30.0 9.9 3.0 17.7 
Maak Trucks Incorporated 10.3 19.1 11.3 3.6 
Nash Motors uompany 45.3 37.,4 !2,{) 15.6 10.6 
Packard Motor Car Jompany 22.8 36.2 36.5 13.~ ci5.2 
Peerless Motor Uar uorporation 18.0 d21.8 d41.9 1.1 dl.4 



APPEN.DIX "G" CON~'D. 

CORPORA'PIONS 1927 1928 1929 19?i0 1931 

Autombbiles and ~rucks, Cont'd. 
li'o Motor Oar ~omp&Q7 16.0 16.0 4.6 d7.3 412.5 
Studebaker Uorporatlon 9.9 11.4 10.1 1.4 .9 
WHite Motor oompany · d3.0 4.1 5.1 dl.O d7.8 
Willys Overland uompany 10.4 8.6 d6.9 dl4.0 d36.6 
Yellow Trucks and ~oaoh Manu~ecturing uompany dl6.3 d2.9 3.1 2.9 d7.6 

Total 2.2 2.5 2.0 1.0 .4 
Textiles 

uotton and Cotton Goods 
consolidated Textile ~orporation 5.9 2.7 .2 dll.8 d5.6 
Nashawena .liiills 4.8 dl.8 2.1 43.4 d3.7 
Naumkeag Steam ~otton 14.5 3.6 5.2 d5.5 d.5 
Paoi~ic Mills 3.9 .2 2.8 d5.3 d9.7 p Pepperell Manufacturing Company 5.2 5,4 5.8 3.4 d3.1 
S~andard ~extile Prod. Company - 6.8 5.6 d4. 5 d3.1 

sub-total 5.5 2.3 3.fi d3.1 d5.8 
Silk and Silk Goods 

Belding Heminway Vompaqv 6.2 dl.8 .3 dl8.8 dl6.5 
Blumenthal (Sidney} and Company 13.5 24.8 19.8 dl.4 .1 
Centur,v libbon Mills 1.4 1.2 d.6 d3.9 3.7 
Mallinson (H.R.} and ~ompany 8.9 16.0 dl3.2 d40.5 d18.9 

sub-total 8.1 10.9 5.8 d12.3 d9.0 
Wool and ~•oolen Goods 

American Woolen Company 1.2 d.4 d.4 d3.8 d3.4 
arlington Mills d.3 dl.O d4.5 dll.l d5.8 
Bota.ny uonsol ida.t ed .1111111s Incorporated .6 d1.7 d7.4 dl0.7 dl4.4 
Clevel-nd Worsted ~ills wompany d.l d6.5 d3.8 d35.4 d6.5 

sub-total .a d.5 d3.9 :16.9 d5.7 
Total 3.2 1.7 dl~Q ct5>. 9 d5.9 



APPENDIX "G" CONT'D. 

CORPORATIONS 1927 1928 1929 1930 1931 

Copper Mining 
Anaconda Copper Mining 5.2 8.6 11.7 3.9 .2 
Calumet and Hecla Construction Corporation 4.2 9.6 13.6 2.2 d3.1 
Cerro de Pasco copper Corporation. 6.2 9.6 8.1 d4.0 d6.6 
Chile Copper Company 8.7 13.6 in Anaconda Copper 
Greene cananea Company 1.0 3.5 in Anaconda Copper 
Howe Sound Company 12.8 15.2 19.9 11.2 
Inspiration Consolidated Copper 3.3 9.8 13.1 1.9 d.6 
Kenecott Copper Corporation 10.5 16.4 16.9 5.4 1.4. 
Magna Copper Corporation 11.3 25.0 34.9 12.4 2.6 
Miami Copper Corporation 3.0 6.6 13.5 2.8 
Nevada Consolidated Copper 7.5 17.9 19.7 2.4 2.8 

Total 6.0 11.8 14.6 3.9 d.l 
Oil and Oil Producing 

~¥ Atlantio Refining Company 2.5 12.3 11.4 2.2 .9 
Barnsdall Corporation (Class A) 8.6 7.9 11.8 8.3 d5.4 
Gulf Oil corporation of Pennsylvania 5.4 11.1 12.0 3.4 d3.8 
Houston Oil company of Texas 6.4 4.6 4.3 4.1 .7 
Humble Oil and Refining Company 4.9 11.4 16.2 9.2 2.3 
Phillips Petroleum Company 4.7 6.5 11.4 2.7 dl.3 
Pure Oil Company 3.3 6.6 3.8 2.5 1.4 
Shell Union Oil Corporation 4.1 7.4 4.9 .3 d5.1 
Simms Petroleum Company 1.0 3.2 12.9 dlO.O d22.7 
Sinclair Consolidated Oil Company !3.7 5.5 6.1 6.8 
Skelly Oil Company 4.5 9.9 12.1 4.5 d2.7 
Standard Oil Company of New Jersey 4.1 9.1 9.1 !3.6 1.2 
Texas Corporation 7.0 11.8 9.0 4.0 d.6 
Tide Water Association Oil 3.8 b.4 6.8 4.3 d2.3 
Union Oil of California 6.2 6.7 8.0 5.2 2.4 

Total 4.6 8.9 8.8 !3.9 d5.!3 



APPENDIX "G" CON'l' 'D. 

CORPORATIOllS 1927 1928 1929 1930 1931 

-
Chemicals and Fertilizers 

Air Reduction Company Incorporated 12.1 14.1 20.3 15.5 11.2 
American Cyanamid Company 8.9 8.8 6.2 6.3 2.1 
Atlas Powder Company 8.4 8.5 9.6 4.6 3.2 
Columbian Carbon Company 11.8 14.4 16.1 9.2 6.0 
Freeport Texas Company 26.6 26.1 30.0 30.5 22.7 
Hercules Powder Company 8.5 10.4 11.0 6.0 3.7 
u.s. Industrial Alcohol Company 4.7 12.0 12.5 3.3 d6.0 
Texas Gulf Sulphur Company 70.0 67.2 58.6 . 44.3 27.7 

Total 15.1 18.5 18.5 12.2 7.5 
Machinery and Machine Equipment 

A.llia Chalmers MaQu:facturing Company 6.4 6.4 s.o 6.3 3.0 
American Machine Company 7.8 7.1 12.2 14.8 8.8 
Bliss (E. W •. ) Company 11.9 4.7 8.4 .4 1.4 

I~ Caterpillar Tractor Company 26.8 28.9 27.8 17 .a 4.2 
National Acme Company 3.6 13.6 20.2 1.5 dll.7 
National Supply Company of Delaware 7.6 8.5 9.9 4.7 d4.6 
Seagrave Corporation 10.3 12.1 10.7 4.1 d2.5 

Total 8.8 10.7 13.7 8.1 .6 
Building Equipment and Supplies 

Alpha Portland Cement Company 8.6 . 8.1 5.8 4.1 d2.7 
International Cement Corporation 12.1 11.3 11.0 9.9 4.4 
Warren Brothers Company 15.6 15.6 18.6 18.6 6.2 
American Seating Corporation 11.2 8.8 7.5 4.4 d6.8 
Celotex Company 8.1 12.0 11.0 3.1 .9 
John~-Manville Corporation 12.8 15.5 17 .o 8.4 2.3 
Devoe and.Raynolds 9.6 10.0 8.4 1.0 3.2 
Foundation Company 6.3 4.1 3.7 .2 dll.7 
Sherwin-Williams Company 12.5 12.4 13.0 7.8 d6.9 

Total 11.3 11.7 11.6 7.7 2.9 

-, 



APPENDIX nGn CONT'D. 

CORPORATIONS 1927 

Food Products 
Baking Products and Flour 

Pillsbury Flour Mills 16.9 
Purity Bakeries Corporation 16.1 

sub-total 15.4 
Candy, Soft Drinks and Chewing Gum 

Coca-Oo1a Company 26.2 
Hirea (Chas. E.) Company 5.1 
Sweets coap&Qy of America Incorporated 4.3 
Wrigley {Wm. Jr.} Company 26.8 

sub-total 24.9 
Dairy 

Borden and Company 10.9 
National Dairy Products Corporation 16.3 
Southern Dairies Incorporated 4.0 
u. s. Dairy Products Corporation 7.6 

sub-total 12.6 
Miscellaneous 

Beechnut Packing Company 13.'1 
General Foods Corporation 36.8 
National Distillers Product~ corporation 1.7 
Quaker Oats Company 16.3 
Wesson Oil and Snowdrift Company 9.2 

sub-total 16.8 
Total 16.6 
Office and Business Equipment and Supplies 

Art -Metal Construction Company 11.8 
Burroughs Adding Machine Company 20.4 
General Fireproofing company 13.1 
International Business Machine Company 14.1 

1928 1929 

13.3 14.1 
16.1 16.8 
14.4 16.8 

26.9 27.9 
9.2 13.2 
8.0 8.6 

27.4 24.2 
26.4 26.2 

10.7 13.9 
16.2 15.0 
5.0 8.8 
9.3 10.8 

12.9 14.1 

16.0 15.4 
30.4 32.4 
4.6 3.0 

16.0 14.9 
10.6 6.4 
17.7 1'1.0 
16.4 16.'1 

11.1 15.8 
21.8 32.2 
13.6 18.1 
15.'1 18.6 

1930 

13.2 
12.6 
12.8 

26.7 
17.7 
8.8 

23.6 
24.4 

13.3 
14.5 

3.1 
8.4 

13.3 

13.1 
30.2 
1.6 

10.2 
8.0 

15.2 
15.3 

s.o 
20.7 
12.8 
18.6 

1931 

9.7 
6.7 
8.1 

25.3 
9.3 
8.2 

18.8 
21.4 

11.2 
12.8 

.9 
9.1 

12.0 

11.0 
28.8 

3.7 
12.2 

6.5 
15.1 
13.9 

d8.1 
11.6 

.• '1 
17.9 

.... 
{\1 
0\ 
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APP.hllmi.A. "Gn C01T'D. 

CORPORATIONS 

Off1oe and Business Equipment and Supplies, 
aont'd. 

National Cash Register uompany 
Remington-Rand Incorporated 

Total 
Coal Mining 

Burns Brothers New Jersey 
Elkhorn Coal Company 
Island Creek Coal Company 
Lehigh Coal and Navigation Company 
Pennsylvania Coal and Coke Corporation 
Philadelphia and Reading Coal and Iron 
Pittsburgh Coal Company 
Pittsburgh Terminal Coal Corporation 

Total 

192'1 

15.4 
6.3 

12.9 

5.1 
1.1 

17.1 
5.5 

d6.5 
d4.5 
d.S 
!3.8 

.4 

1928 

17.2 
6.5 

14.0 

5.!3 
1.8 

13.8 
4.7 

44.!3 
2.2 

.8 
d4.0 
2.2 

1929 

18.!3 
10.8 
18.2 

4.5 
1.9 

15.!3 
5.1 
1.6 
1.1 
1.1 

d!3.1 
2.5 

19!30 

8.0 
4.1 

12.!3 

d4.8 
1.6 

11.7 
5.4 

.1 
2.9 

.4 
d!3.0 
2.1 

1931 

1.8 

9.2 

d6.2 

7.8 
4.1 

d2.7 
!3.!3 
d.5 

d!3.9 
1.2 

The above ratios for the individual corporations were taken from the "Base Book 
.Standard Earnings Bulletins~ of the Standard Trade and Securities Service. The 
ratios for the industries were computed by dividing the net profit of the corporations 
making up the industries by the invested capital of these same corporations. 
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APPENDIX "H" RATIO OF .NET PROFIT 1'0 NET PROPERTY FOR 
THE 122 CORPORATIONS STUDIED. 

CORPORATIONS 1927 1928 

Meat Packing 
.&rmour and Company 4.7 9.3 
Cudahy Packing Company 13.1 13.4 
Swift and Company 11.6 13.3 
Wilson and Company (Class A) 3.6 7.9 

Total 7.1 10.7 
Iron and Steel 

United States Steel Corporation 5.5 7.0 
American Rolling Mill Company 8.2 7.5 
Bethlehem Steel Corporation 5.6 6.4 
Colorado Fuel and Iron 6.6 4.2 
Byers (A. M.) Company 16.1 19.1 
Vulcan Det1nning Company 18.9 36.5 
Gulf States Steel Company 5.1 5.9 
Inland Steel Company 13.0 18.2 
Ludlum Steel Company 13.7 28.4 
Warren Foundr,y and Pipe Company 4.7 1.6 
Youngstown Sheet and Tube Company 8.5 10.6 

Total 6.0 7.3 
Automobiles and Trucks 

Chrysler Corporation 87.0 36.9 
General Motors Corporation 60.3 50.4 
Graham-Paige Motors Corporation 456.8 8.1 
Hudson Motor Car Company 4;'8•5 46.3 
Hupp Motor Car Corporation 31.9 82.2 
Maok Trucks Incorporated 27.4 28.7 
Nash Motors Company 242.5 219.2 
Packard Motor Car Company 40.5 65.8 
Peerless Motor Car corporation dl8.5 d4l.O 

..,. 

1929 1930 

8.8 6.0 
13.7 13.0 
11.4 16.5 
8.1 8.0 
9.9 8.2 

12.2 6.1 
10.8 2.5 
11.4 6.0 

6.5 3.1 
17.3 6.1 
27.4 15.2 
7.6 1.9 

20.4 11.1 
18.2 8.2 
4.1 5.8 

17.5 7.1 
12.4 6.0 

27.5 4.0 
35.8 23.0 
d8.6 d35.5 
34.8 1.1 
19.5 5.6 
33.1 74.6 

173.0 10.2. 
64.6 24.4 

d69.7 1.9 

1931 

d4.4 
9.0 
2.4 

dl.1 
d.6 

.1.0 
d.9 
1.4 

d4.0 
.5 

12.0 
d2.6 

3.8 
d2.0 
11.0 
d1.7 

.9 

6.9 
15.5 

d37.8 
d6.3 
31.2 -
67.5 
d8.5 
d2.l 

I 

I 

' 
' 

i 

...... 
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APPENDIX "H'' CONT'D. 

CORPORATIONS 1927 1928 1929 1950 1931 

Automobiles and Trucks Cont'd. 
Reo Motor Car Company 45.5 46.3 13.2 17.9 d25.7 
Studebaker Corporation 18.4 22.5 18.3 2.4 1.5 
White Motor Company d9.9 14.2 17.1 d29.3 d23.9 
Willys Overland Company 19.7 15.0 dl0.5 dl8.3 d42.7 
Yellow Trucks and Coach Manufacturing Company d40.5 d5.5 6.4 5.8 dl.5 

Total 43.4 45.0 32.4 6.0 .9 
Textiles 

cotton and Cotton Goods 
Consolidated Textile Corporation 10.3 4.7 .3 dl6.2 d7.6 
Nashawena Kille 5.7 d2.1 a.a . d3.9 d4.1 
Naumkeag Steam cotton 26.6 6.4 ,g.o d8.7 · d.S 
Pacific Mills 8.2 .3 6.4 d8.6 dl4.7 
Pepperell ManufaotuTing Company 13.9 14.6 14.3 7.4 d7.4 I? Standard Textile Production ... 9.7 7.1 d6.8 d3.8 

aub•'-o~al 10.7 4.2 6.0 d4.7 d8.7 
Silk and Silk Goods 

Belding Heminway Company 27.1 d7.7 1.1 d65.8 d68.2 
Blumenthal (Sidney) and Company 26.7 69.6 46.1 d2.8 .1 
Century Ribbon Mills 3.1 2.7 dl.4 d8.4 8.1 
Mallinson (H. R.) and Company 20.2 40.4 d26.8 d58.8 d23.6 

sub ... total 21.3 30.6 15.2 d27 .5 dlO.O 
Wool and Woolen Goode 

American Woolen Company 2.6 d.7 d.7 d7.9 d7.8 
Arlington Mills d.6 dl.7 d7.8 dl7.0 d8.4 
Botany Consolidated Mills Incorporated .9 d2.9 dll.2 dl4.2 dl7 .4 
Cleveland Worsted Mills Company d.7 d9.0 d5.2 d49.9 d7 .6 

sub-total 1.5 d.9 d7.2 dl2.5 dl0.3 
Total 6.2 3.3 d.2 dl0.3 d9.6 



APPENDIX ''H" CONT'D. 

COHPORA'11 IONS 1927 1928 

Copper Mining 
Anaconda Copper Mining 6.5 10.5 
Calumet and Hecla. Construction Corporation 5.4 12.8 
Cerro de Pasco Copper corporation 11.4 19.6 
Chile Copper Company 9.8 16.2 
Greene Cananea Company 1.1 3.8 
Howe Sound Company 17.0 21.8 
Inspiration Consolidated Copper 3.7 J.l.8 
Kenecott Copper Corporation 13.3 21.8 
Magna Copper corporation 18.0 51.6 
Miami Copper Corporation 3.7 9.1 
Nevada Consolidated Copper 10.0 25.5 

Total 7.5 17.0 
011 and Oil Producing 

Atlantic Refining company 4.0 18.9 
Barnsdall Corporation (Class A) 8.8 10.5 
Gulf Oil Corporation of Pennsylvania 7.6 16.3 
Houston 011 Company of Texas 6.4 5.0 
Humble 011 and Refining Company 6.8 16.8 
Phillips ~troleum Company 5.8 8.2 
Pure Oil Company 3.8 7.8 
Shell Union Oil Corporation 5.3 a.a 
S~s Petroleum Company 1.3 4.1 
Sinclair Consolidated Oil company 4.2 7 .o 
~kelly Oil Company 5.2 11.1 
Standard Oil Company of New Jersey 6.1 13.9 
Texas Corporation 11.0 17.2 
Tide Water Association Oil 3.7 8.9 
Union Oil of California . 7.3 7.6 

Total 6.9 12.1 

1929 1930 1931 

14.1 4.5 .3 
18.5 3.0 d4.1 
16.8 d7.0 d9.9 

in Anaconda Copper 
in Anaoonda copper 

31.0 17.5 -
15.3 2.1 d.6 
22.5 6.7 1.7 
85.8 43.8 6.7 
17.3 3.3 -
28.7 3.1 5.7 
18.9 4.7 dl.4 

17.7 3.2 l.l 
13.5 9.0 d5.7 
16.8 4.7 d5.0 
4.6 4.6 .a 

24.3 14.2 3•2 
13.3 3.0 dl.4 
4.4 2.7 1.5 
6.6 .4 d6.5 

19.1 dl3.2 d29.5 
6.9 8.0 -

13.1 5.4 d3.5 
14.2 5.2 1.5 
15.7 6.4 d.9 
8.6 5.6 d2.9 
9.4 7.4 3.2 

12.3 5.2 4.7 

~ 
\ 

( 
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0 
• 



APPENDIX nH" CONT'D. 

CORPORATIONS 192'7 1928 

Chemicals and Fertilizers 
Air Reduction Company Incorporated 20.3 25.2 
American Cyanamid Company 1'7 .1 17.9 
Atlas Powder Company 17.1 25.0 
Columbian Carbon Company 17.2 21.7 
Freeport Texas Company 56.8 51.4 
Hercules Powder Company 14.1 17.1 
u. s. Industrial Alcohol Company 11.5 19.2 
Texas Gulf Sulphur Company 194.9 138.'7 

Total 29.6 33.9 
Machiner,y and Machine Equipment 

Allis Chalmers Manufacturing Company 10.4 10.4 
Amarican Machine Company 1'7.2 10.1 
Bliss (E .w.) Company 3.4 9.1 
Caterpillar Tractor Company 66.6 55.1 
National Acme Company 9.7 29.8 
National Supply Company of Delaware 39.0 31.5 
Seagrave Corporation 25.7 30.0 

Total 19.3 20.9 
Building Equipment &D4 Supplies 

Alpha Portland Cement Company 12.3 11.4 
International Cement Corporation 13.5 13.7 
warren Brothers Company 26.0 34.5 
American Seating Corporation 28.0 21.1 
Ce1otex Company 17.8 28.2 
Johns-Manville Corporation 23.5 24.0 
Devoe and Raynolds 30.'7 22.8 
Foundation Company 12.7 7.0 
Sherwin-Williams Company 26.5 30.5 

Total 18.9 19.3 
~···-------

1929 1930 

3().1 30.7 
9.6 11.5 

24.4 9.7 
22.0 13.4 
64.6 68.9 
20.9 11.6 
20.3 4.8 

107.1 78.0 
32.4 21.9 

13.4 11.3 
16.8 19.6 
15.8 .6 
58.3 47.1 
49.1 3.5 
35.2 11.7 
27.5 10.3 
27.9 17.5 

8.2 5.9 
13.3 12.4 
48.5 41.4 
17.9 10.8 
21.6 6.4 
25.0 12.0 
23.5 2.9 
6.5 .3 

33.1 19.2 
19.8 12.9 

1931 

23.2 
3.8 
6.5 
8.5 

48.1 
6.5 

d8.7 
48.3 
13.1 

7.2 
10.2 
11.3 
1.8 

d26.1 
d9.5 
d5.9 
1.3 

d3.8 
5.5 
6.4 

dl5.9 
1.9 
3.3 
9.4 

dl8.3 
14.1 
4.3 

i 

I 

I 

I 

' 
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APPENDIX "H'' CONT'D. 

CORPORATIONS 192'7 1928 1929 1930 1931 

Food Products 
Baking Products and Flour 

Pillsbury Flour Mills 26.6 22.9 23.4 18.3 14.5 
Puri]vBakeries Corporation - 25.'7 25.3 1 '7 .a 10.3 

sub-total 26.6 24.8 24.8 1'7.9 12.3 
Candy, Soft Drinks and Chewing Gum 

Coca~Cola Company 149.3 1'71.1 80.6 '74.2 59.8 
Hires (Chas. E.) Company 6.4 11.2 16.2 22.9 12.5 
Sweets Company of America Incorporated 9.0 18.8 20.6 23.3 1'7.'7 
Wrigley(Wm. Jr.) Company 68.4 80.2 82.1 91.2 86.0 

sub-total '78.6 90.'7 '73.0 '74.5 59.2 
Dairy 

Borden and Company 18.6 16.8 19.8 19.1 1'7 .o 
I~ National Dairy Products Corporation 21.5 22.8 21.'1 21.'7 20.3 

Southern Dairies Inco.rporated 4.5 . 6.3 13.6 4.6 1.3 
u. s. Dairy Products Corporation 10.'7 13.3 1'7. 5 13.3 14.9 

sub-total 18.1 18.'7 20.4 19.'1 18.0 
Miscellaneous 

Beechnut Packing Company 43.5 56.2 49.4 46.3 44.6 
General Foods Corporation '77.5 70.5 60.8 55.6 2'7.2 
National Distillers Products Corporation 2.4 5.8 24.3 12.2 26.8 
Quaker Oats Company 62.2 51.5 46•6 31.0 36.8 
wesson Oil and Snowdrift Company 21.5 25.8 1'7.6 25.0 18.9 

sub-total 40.'7 46.9 48.2 41.4 42.5 
Total 34.4 31.6 30~8 2'7.8 26.0 
Office and Business Equipment and Supplies 

Art Metal Construction Company 35.6 35.5 50.9 20.6 dl7.4 
Burroughs Adding Machine Company 151.0 151.8 164.8 99.1 50.2 
General Fireproofing Company 25.'7 2'7.0 35.5 22.6 1.1 
International Business Machine Company 51.9 "52.6 4'7.4 43.2 40.5 



APPEliDIX "H" CONT 'D. 

CORPORA.TIONS 

Office and Business Equipment and supplies. 
cont'd. 

National cash Register Company 
Remington-Rand Incorporated 

Total 
Coal Mining 

Burna Brothers New Jersey 
Elkhorn Coal Company 
Island Creek Coal Company 
Lehigh co.al and Navigation company 
Pennsylvania Coal and Coke Corporation 
Philadelphia and Reading Coal and Iron 
Pittsburgh Coal Company 
Pittsburgh Terminal Coal Corporation 

Total 

1927 

47.0 
26.0 
48.6 

12.2 
1.2 

26.1 
6.2 

d7 .1 
d5.4 
d.l 
4.2 

.5 

1928 

42.2 
26.3 
48.8 

17.0 
1.9 

21.3 
5.4 

d4.9 
2.7 
.a 

d4.2 
2.5 

1929 

33.8 
47.4 
64.3 

13.5 
2.0 

24.4 
6.8 
1.9 
1.6 
1.2 

d3.2 
3.1 

1930 

14.6 
17.8 
32.0 

dll.B 
1.7 

19.0 
5.6 

.1 
4.0 

.5 
d3.1 
2.5 

1931 

3.5 

30.5 

d32.6 

12.5 
4.5 

d3.1 
4.6 
d.5 

d4.0 
1.5 

The above ratios for the individual corporations were taken from the " Base Book 
!Standard Earnings Bulletins" of the Standard Trade and securities service. The ratios 
for the industries were computed by dividing the net profit of the corporations making 
~P the industry by·the net property accounts plus any lomg term investments of these 
~ame corporations. 
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~he thesis, ~inanoial Ratios in a Period of ~slling 

Prices," written by Syl veater 11. :Prizol, has been 

accepted by the Graduate School ot Loyola University' 

with reference to tora, and by the readers whose 

names appear below with reference to content. It is, 

therefore, accepted as a partial fUlfilment of the 

requirements of the degree oonterred. 

Dr. Arthur 11. llllrphy llay J, 1933 

Dr. Peter '!'. swannish llay 4, 1933 
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