Northwestern Rails

in Good Position

Recent rate increase gave largest adjustment to roads

in this group. Heavy flood damage is an adverse factor,

but crop prospects now appear good and area is growing

he rattronds serving the North-
1 western region of the United States
for the most part, a highly voli-
ule group In terms of both market
performance and carnings,  Weather
coiditions make operations  difficult
during winter monthis, large areas are
sparsely populated and the typical
raxl serving this territory requires
a substantial volume of wrathie belore
eperations  can become  profitable.
r AL of the cartiers in the able, ex-
cept Great Northern and Northern
Pacific, went  through  reorganiza-
i) On the brighter side, this area
s orich i patural resources and is un-
dergoing more rapid ceonomic growth
than many other sections of the coun-
Almuinum plants, amber mills
atonne energy installations ex-
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lile Govern-
pro_'cclb—_such as
those reclaiming vast acreage in the
State of Washington —- will {arther
lolster agriculture in the region.
Most railroads serving the North-
west have a high degree of earnings
leveragre, o case i pointg being the
Uhicago & North Western, Although
landicapped considerable branch
mileage, traflic density and only
limited revenne per car of freight be-
cause of a short-haul, the
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Woestern viee president states: "So
mch of our maleage 18 concentrated
in the severe winter  sections of
Wiscomsing  Mimesita and  upper
Michigan that it i~ lound 1o produce
A serious cffect upon aur cnsts and
efficiency fnctors”

Iin 1931, snow removal expense of
nearly 82 miilion was an important
factor contributing 1o the company’s
poor showing and the heavy losses in-
curred in the first four months of this
vear are largelv attributable to the
severe April floads. Dividends on the
road’s preferred are cumulative to the
extent earned, and last vear’s earn-
mgs of 8235 per preferred share be-
cane acetimlation  which  was
cleared by a pavment of that amount
last March,

Others in Group

o

The  similarlv-named  but  much
smaller  Chicago  Great  Western
(largely briclgc road since much of
its traffic is ncither originated nor
terminated on its lines) made an 85-
cent paymient on preferred  arrears
last month, leaving §3.15 per share of
arrears on the semior issue: dividends
are cumulative, whether or not earned,
up to 15 per cent. Considerable prog-
ress in operating cfficiency has been
attained through 100 per cent diesel-
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of the two roads mav eventuate

ger
at some futare date,
dieselized  railroad, the \Hmw:qwﬂiq
& St Lows, has the further distine-
tiom of being one of the few Class 3
roads with  virtally o single-stack
capitalization. Once labeled the “Alis-
ery and Sl Limping,” the read has
more recently been referred to as the
“Madern and Streuntined,” attesting
to the rapid sirides made sinee it
cierged iram rearvanization in 1943,

The first railroad built in the North-
west, the Northern Pacific, is today
analyzed more as an oil company than
as a vailrowd. To be sure, ofl and gas
royalties in 1931 amounted 10 anly
3004056, and there are now only
four producing wells on the ratlroad's
lands. But " Nipper™ does own some
3.2 miflion acres of land or mineral
;s:hla within the finits of the Willis-
tn Dasin and ol and gas rights, in
all. are held on more than cight mil-
lon aweres; these holdings have hn-
measurable potentialities.  Of more
CurTent significance, carningswise, is
ownership of 830179 shares or 48.0

Anather fally-

show substantial earnings on its small  ization, while the carrier's close rela- per cent of the cammon stock of the
caprtalization if grain crops are heavy tionship with the Kansas City South-  Chicaga, R urlington & Quiney, in
and winter snows light, A North  ern bas led to speculation that a mer- which Great Northern has a similar
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Before you decide on your new location — see what
Oklahoma offers!

. the climate it mild. Pecple like living in Okle-
Lome and soon call it “home.” We hove cleen
cities, fine schools, goed fishing and vocalion
spots.
we have o waoy of doing business ond getting
clong with people that promofes harmonious
industriat relations,

... there's o wide choice of locations in large or
small fowns.

.. . obundant notural resources and transportation.

and there’s plenty of dependable, low-cost
electric power, fuel oil, natural gas, coal and
water.

There's @ fot more to the Cklahoma story, so it
will be to your advantoge 1o write us for further
information. There's no obligation. We'll welcome
your inguiry. Write: Public Service Company of
Oklohoma, Generol Offices: Tulsa, Oklohoma,

RYTHING S

intercst.  Northern Dacific’s ineome
from the Burlington, based on the §7
aunual rate maintained by the latter
in 1931, amounts 1o $2.34 per share
of N-I' and it is worth neting that
she Thnlington pays out onby a mod-
crate proportion of its earnings,

l.ike the Northern Pacific, the
Uirent Northern also obtaing entranee
inte Chicage over the Burlington’s
Hoes, Put unhike the “Nipper,” Great
Northern owns no substantial acreage
fron which il rovalties might be de-
vived, although potentialities for -
creaseld freight traffic have been en-
haneed by the discovery of oil o its
territory. The Chicago, Milwaukee,
S Panl & Dacifie, too, has been
mentioned in connection witly il ru-
mors, bat timber heldings-—although
far less glamorous—may prove more
valuable in the leng rune Milwaukee
Lond Company, a subsidiary, owns
vver 200000 acres of huud containing
roaghly three Dillion hoard feet of
timber, There is ne current drilling
activity by oil eompanies on company
lands, although a new lease agreement
was recently signed covering acrveage
near  Chebalis,  Washington,  Light
density Tines and high-cost terminal
operations are knetty eperating prob-
lems for the Mihwaukee, whose net
income deelined from $135 miliion in
1950 to $10 million last vear. So far
this vear, earnings hive been better
then in the comparable months of
1951, even thongh flond expenses
April were heavy,

Current Qutlook

The ability of the lewling North-
western rail systems to turn in favor-
able earnings comparisens in the Jan-
varv-April  period  notwithstanding
substantial flood damage suggests that
full-vear results conld <how consid-
erable  improvement  over 1931
Higher fr

ight rates generally became
effective around May 1 and the latest
award granted carriers in this region
a nine per cent boost, compared with
<ix per cent for the Fastern roads.
Dieselization of motive power, and
economic growth of the Northwest
reglon—added 10 the maore equtitible
rate  structure —— have  perceptibly
brightened prospeets for the group,
nevertheless, most of these ral issues
are suitable only {or investors who are
i a position to assume ahove-averugy

visks.
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