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MANHATTAN BOND FUND, INC.
15 EXCHANGE PLACE

JERSEY CITY, N. J.

TO OUR SHAREHOLDERS:

Your Board of Directors submits herewith a report on the operations
of your Corporation for the fiscal year ended January 31, 1940. On pages
5 to 7, inclusive, will be found a balance sheet and list of bonds owned by
the Corporation as at January 31, 1940, together with statements of profit
and loss and surplus accounts for the fiscal year ended on that date, all as
certified by Messrs. Prankard & Zimmermann, Certified Public Accountants.

The fiscal year just ended was a period of substantial growth for your
Corporation. Net asset value which stood at $757,312.18 on January 31,
1939 and at $2,828,227.80 on July 31, 1939 (the date of the latest semi-
annual report) amounted to $4,056,631.38 as of January 31, 1940. Out-
standing shares as of the same dates totalled 109,394, 398,073 and 609,370,
respectively.

It is the objective of your management to secure for shareholders a
satisfactory income from diversified bondholdings. The Charter of your
Corporation limits its investments to bonds and no preferred or common
stocks may be purchased at any time. While investment may be made in
any section of the bond field, it is the opinion of your management that
highest grade bonds not only fail to provide satisfactory income at current
market levels but that they also present the risk of substantial price deprecia-
tion on any return to more normal interest rates. Consequently the port-
folio of your Corporation currently consists of medium-grade and semi-
speculative issues which offer greater income and which may be expected
to benefit in market value from any significant improvement in general
business conditions. It is recognized that such bonds individually contain
an element of risk greater than that of high-grade issues but it is believed
that this factor is effectively minimized by the degree of diversification em-
ployed. In the endeavor to keep sharcholders informed of the holdings
underlying their shares, your management has supplemented the regular
semi-annual reports by furnishing shareholders with a list of investments
of the Corporation as of the first day of each month and has included in



these monthly reports, brief comments on the alterations made in the port-
folio as well as upon other matters of current interest.

Distributions

During the fiscal year four quarterly distributions totalling 45¢ per share
were made to shareholders from the Ordinary Distribution Account. In ad-
dition, three extraordinary distributions totalling 14¢ per share were made
from profits realized on the sales of securities. The total distribution from
both sources amounted to 59¢ per share. Details of these distributions
may be found on page 6 of this report. It should be noted that there is no
fixed rate of distribution and that quarterly distributions are not uniform
in amount. Ordinary distributions will, of necessity, vary with the amount
of income to the Corporation from interest and the amount of its operat-
ing expenses. Extraordinary distributions from realized profits, when made,
may also vary since such distributions will be made only when a net bal-
ance exists in the securities profit and loss account and will be governed
by the amount of such balance. The amount of profits or losses which the
Corporation realizes from time to time naturally depends upon the con-
dition of the bond markets at the time when sales of bonds are made.

The record of progress made by your Corporation during the past year
is gratifying to the management and appears to indicate that such an in-
come medium as that offered by your Corporation’s shares meets a recognized
need. Comments and questions from shareholders on the affairs of the
Corporation are welcomed at all times and will receive careful considera-
tion.

Respectfully submitted,

Hucu W. Long,
President

By Order of the Board of Directors
February 15, 1940.



PRANKARD & ZIMMERMANN
CERTIFIED PUBLIC ACCOUNTANTS

55 LIBERTY STREET
NeEw York

AUDITORS’ REPORT

To THE BoArp or DIRECTORS,
ManuATTAN BonD Funp, INc.:

We have examined the balance sheet of Manhattan Bond Fund, Inc. (in-
cluding the schedule of investments) as at January 31, 1940 and the related
statement of profit and loss and surplus accounts for the fiscal year then
ended, have reviewed the system of internal control and the accounting
procedures of the Company, and, without making a detailed audit of the
transactions, have examined or tested accounting records of the Company
and other supporting evidence by methods and to the extent we deemed
appropriate. Securities owned at January 31, 1940 as shown on the ac-
companying schedule of investments (except securities purchased but not
yet received) were counted by us and in addition we obtained a confirma-
tion from the custodian that it held such securities for the account of the
Company at January 31, 1940. The securities purchased but not yet re-
ceived were confirmed to us by brokers.

In our opinion, the accompanying balance sheet (including the schedule
of investments) and the related statement of profit and loss and surplus
accounts, including the notes thereto, fairly present the position of Man-
hattan Bond Fund, Inc. at January 31, 1940 and the results of its operations
for the fiscal year ended that date, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding
period.

PRANKARD & ZIMMERMANN

New York, N. Y.
February 10, 1940.



MANHATTAN BOND FUND, INC.

(Incorporated in Delaware)
BALANCE SHEET—JANUARY 31, 1940

ASSETS

CAIE O DEPOSIT i e, oosecohomssmsss s e et it rbenisbaans et b e e ek AT $ 84,937.88
InvESTMENTS—AL value based on closing market quotations (cost of specific

certificates held, $4,048.271.49) 3,928,476.25
RECEIVABLE FOR INTEREST PURCHASED AND INTEREST ACCRUED ... 87,950.05
RECEIVABLE FROM WHOLESALE DisTriBUTOR FOR CAPITAL STOCK Sorp, Not
Yer DELIVERED S 13,566.49
RECEIVABLE FOR SECURITIES Sorp, Nor Yer DELIVERED 11,894.00
DEFERRED CHARGES 828.80
Total $4,127,653.47
LIABILITIES
PayaBLe For CapritAL Stock RepurcuAseED, Notr YET RECEIVED ... $-- 112205
PAYABLE FOR SECURITIES PURCHASED, NOoT YET RECEIVED ........oocoocooviivnnnee 63,077.05
Accounts PAYABLE AND Accruep Taxes (Note 1) . TrE ot 6,822.29

CarrtAL Stock AnNDp SurpLus (Equivalent to $6. 66 per share on 609 370
shares outstanding) :

Capital stock of $.10 par value:
Authorized 7,500,000 shares—

Issued or subscribed (less 463 shares in treasury)
609,370 shares -

Paid-in surplus ... . 4,110,924.85
“Ordinary distribution account” balance (deficit) ... (3,445.69)
Security profits SUrPIUS ... 8,010.46

Excess of cost of investments over value thereof based
on closing market quotations ... (119,795.24)  4,056,631.38

........................................................................................... $4,127.653.47

$ 60,937.00

Nortes:

(1) The Company believes that during the fiscal year ended January 31, 1940 it has
complied with all the provisions of the Internal Revenue Code necessary to
qualify as a “Mutual investment company” under such Code, and has distrib-
uted to stockholders during such year all of its net income including amounts
equivalent to net profits from sales of securities in taxable distributions; accord-
ingly no provision has been made in the above balance sheet or in the accom-
panying statement of profit and loss and surplus accounts for Federal income tax.

(2) During the year ended January 31, 1940, the following payments were made to
firms or companies which had partners or officers who were also officers or
directors of this Company:

Manhattan Foundation, Inc.—

Research and advisory service fee ...................... $12,438.78
Delafield, Marsh, Porter & Hope—
L egal e fens B e e e o 900.00



http://S4.127.653.47

MANHATTAN BOND FUND, INC.

STATEMENT OF PROFIT AND LOSS AND SURPLUS ACCOUNTS
FOR THE YEAR ENDED JANUARY 31, 1940

“OrpINARY DistriBuTION AccOUNT” (As defined in the certificate of incor-
poration) :

Income—Interest on bonds ... $ 181,785.32

Expenses:
Research and advisory fee paid to Manhattan Founda-
tion, Inc. ,438.

Custodian’s fees and expenses 3,893.65

Legal and auditing fees .......... 3,280.00

Transfer agent’s fees and expenses . 2600 97

Federal capital-stock and state franchise taxes . 5,121.58

Distribution disbursing charges '997.93

Reports to stockholders .......... 849.82

Registrar’s fees and expenses 693.90

Miscellaneous 1,779.09
$31,655.72

Total
Deduct—Repurchase charges 1,621.45 30,034.27
ﬁ;fi income (exclusive of security profits and losses) ................ $ 151,751.05

Balance, January 31, 1939 (representing undistributed equalization
credits) .......... 1,464.98
Equalization credits (portion of amounts received for capital stock
sold, less comparable amounts paid for capital stock repur-
chased representing the equalization of the per-share amounts
of the “ordinary distribution account” at dates of sales and
repurchases of capital stock) R e e e 15,855.57
ko $ 169,071.60
Deduct—Cash distributions to stockholders of $.12 a share paid
April 15, 1939, and $.11 a share each paid July 15, 1939, October
16, 1939, T g L 1 ) RN il sl e St o 172,517.29

Balance, January 31, 1940 (deficit) (§  3,445.69)
Security Prorirs SurrLus (Computed on the basis of identifying the cost
of specific certificates) :
Balance, January 31, 1939 ... $ 253230
Net profit from sales of securities (less $550.00 provision for Federal
excess-profits tax) 59,978.50
R OERIE i o It A e A B b, et A b A (G $ 62,510.80

Deduct—Cash distributions to stockholders of $.05 a share paid
April 15, 1939, $.02 a share paid July 15, 1939, and $.07 a share
paid January 15, 1940

Balance, January 31, 1940 ..

Excess oF Cost ofF INVESTMENTS OvER VALUE THEREOF BASED oON
CrosiNG MARKET QUOTATIONS:
At January 31, 1939 (excess of market value over cost) . ($ 17,545.00)
Change durmg the period . 4 127,340.24
. § 119,795.24

54,500.34
$ 801046

At January 31, 1940

PAm-IN SurpLUS:

Ralance .t Jannary: 3 080 o o o et o s v s bt n i eor $ 734,830.50

Excess of amounts received or receivable on subscriptions to capital

stock over amounts paid or payable on repurchases of capital stock,

exclusive of the par value of such stock, and after deducting net

equalization credils ($15,855.57) and repurchase charges ($1,621.45)
included in “ordinary distribution account” ... 3,382,003.11
Total ez .. $4,116,833.61

Deduct—Fees and expenses incidental to the registration and qualifica-

tion of shares of capital stock for sale ... 5,908.76
Balance, January 31, 1940 . $4,110,924.85



Face

Value
$275,000.00
134,000.00
147,000.00
282,000.00

300,000.00
164,000.00
176,000.00

175,000.00
229,000.00
59,000.00

139,000.00

42,000.00
30,060.00
208,000.00
54,000.00

147,000.00
102,000.00
117,000.00
243,000.00

26,000.00

31,000.00
197,000.00
171,000.00

207,000.00
225,000.00

46,000.00
146,000.00
174,000.00
142,000.00
100,000.00
287,000.00

24,000.00

75,000.00

71,000.00

64,000.00
176,000.00

222,000.00

242,000.00

’

MANHATTAN BOND FUND, INC.
INVESTMENTS—JANUARY 31, 1940

Security
Alleghany Corporation, 20-Year Collateral Trust Convertible Bonds
American Power & Light Company, Gold Debenture Bonds, American
Associated Gas and Electric Corporation, 8-Year Gold Bonds (see note)
Atéanuc (‘:‘tj::lgt Line Railroad Company, General Unified Mortgage 50-Year Gold Bon s,
F TRl GO e S B
Central Pacific Railway Company,
Central States Power & Light Corporatmn, First Mortgage, First Lien Gold Bonds....
Chicago, Terre Haute and Southeastern Railway Company, First and Refundmg Mort-
gage, 50-Year Gold Bonds...........cc.c.........
Childs Company, 15-Year Debenture Gold Bonds..........
Cities Service Company, Convertible Gold Debentures
Thg Clevell?xd Union Terminals Company, First Mortgage, Sinking Fund, Gold Bonds
eries
Thse Colz‘)‘rAado and Southern Railway Company, “General Mortgage Gold Bonds,
erien A e
Community Power and Light Company, 30-Year First Mortgage Collateral Gold Bonds
Continental Gas & Electric Corporation, Gold Debentures, Series “A”.
Electric Power & Light Corporation, Gold Debentures............................
Geéleral P‘l‘l‘kl;c Utilities Company, First Mortgage and Collateral Trust Gold Bonds,
e A e e e
General Steel Castings Corporallon, First Mortgage Gold Bonds, Series “A”.... .
Gulf, Mobile and Northern Railroad Company, First Mortgage Gold Bonds, Series “C
Illinois Central Railroad Company, Refunding Mortgage Gold Bonds
Illinois Central Railroad Company, 40-Year Gold Bonds.
Tllinois Power and Light Corporation, 30-Year Sinking Fund Debenture Gold Bonds....
Indiana Service Corporation, First and Refunding Mortgage Gold Bonds, Series “A”...
International Hydro-Electric System, Convertible Gold Debentures...
International Paper Company, Refunding Mortgage Sinking Fur
Series “A”.......oooiiieieiienie e
Interstate Power Company, First Mortgage Gold Bonds
The Kansas City Southern Railway Company, Refunding and Improvement Mongage
ColdiBonds il e e T
Louisiana & Arkansas Rallway Company, First Mortgage Bonds, Series “pn
New England Gas and Electric Association, Convertible Gold Debenture Bonds.
The New York Central Railroad Company, Refunding and Improvement Mongage
Bonds, Series “A”
The New York Central Railroad Company, Refunding and Improvement Mortgage
Bonds, Series “C”.......cccocoomiimimimieionoriesisisesesesenseenns
The New York, Chlcago and St. Louis Railroad Company, Refunding Mortgage Gold
Bonds, Series “
Northern Pacific Rallway Company, Refunding and Improvement Bonds, Series “B”....
Pacific Power & Light Company, First Mortgage and Prior Lien Gold Bonds.
The Southern Indiana Railway Company, First Mortgage Gold Bonds
Southern Pacific Company, 40-Year Gold Bonds...
Southern Rallway Company, Development and General Mortgage Gold Bonds,
L o L N N s SO O R ORI O
Sogthem ARallway Company, Development and General Mortgage Gold Bonds,
eries
Standard Gas and Electric Company, Gold Debentures, Series “A”
The United Light and Power Company, Gold Debentures, Series of 1925.
The United Light and Power Company, Gold Debentures, Series of 1924.
Utah Power & Light Company, Gold Debenture Bonds, Series “A”........
Virginia Public Service Company, 20-Year Sinking Fund Gold Debentures
The Western Union Telegraph Company, 30-Year Gold Bonds.......

Bonds,

Note: The Associated Gas and Electric Corporation 8% Bonds due Marc}} 15, 1940 have, since January 11, 1940,
been traded “flat” in the “over-the-counter” market. Accordingly no interest income or interest receivable have

Interest
Rate
5%
6
8
4%
5

Maturity
1949
2016
1940

1964
1960
1953

1960
1943
1950

1972

1980
1957
1958
2030

1956
1949

Value Based on
Closing Market
Cost Quotations

$ 184,507.50 $ 184,937.50
125,946.25 134,000.00
143,718.99 119,805.00
174,068.75 162,855.00
156,391.25 148,500.00
117,342.50 121,360.00
109,028.75 109,120.00
126,920.00 90,125.00
168,578.75 155,433.75
51,958.75 52,805.00
55,270.00 42,221.25
34,857.50 39,427,50
26,120.00 26,400.00
158,293.75 162,760.00
51,727.50 52,515.00
96,143.75 98,857.50
76,770.00 82,110.00
60,663.75 55,282.50
112,330.00 108,742.50
22,631.25 25,285.00
18,271.25 20,150.00
158,718.75 142,825.00
154,978.75 166,511.25
138,043.75 129,375.00
152,162.50 152.437.50
38,193.75 38,985.00
94,186.25 94,170.00
97,557.50 90,480.00
83,742.50 82,182.50
64,432.50 63,125.00
169,861.25 157,850.00
20,045.00 22,320.00
36,110.00 38,625.00
36,307.50 32,482.50
49,693.75 49,600.00
137,422.50 141,460.00
142,987.50 134,310.00
3,862.50 3,887.50
116,215.00 108,800.00
51,582.50 56,000.60
62,593.75 69,125.00
168,033.75 161,232.50
$4,048,271.49 $3,928,476.25

been included on the accompanying statements in respect of the March 15, 1940 coupons on these bonds.
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MANHATTAN BOND FUND, INC.

Annual Report To Shareholders

January 31, 1941




MANHATTAN BOND FUND, INC.

15 EXCHANGE PLACE
JERSEY CITY, N. J.

TO OUR SHAREHOLDERS:

We are pleased to submit herewith a report on the operations of your
Corporation for the fiscal year ended January 31, 1941. On pages 5 to 7,
inclusive, will be found a balance sheet and list of bonds owned by the Cor-
poration as at January 31, 1941, together with statement of profit and loss
and surplus accounts for the annual period ended on that date, all as certified
by Messrs. Prankard & Zimmermann, Certified Public Accountants.

The twelve months covered by this report represent a period of generally
rising industrial activity under the stimulus of foreign war orders and the
defense program. It was also a period of increased gross earnings for most
corporations and, in the majority of instances, of increased net earnings even
after provision for higher normal income tax rates and excess profits taxes.
While showing strongly divergent trends as between individual issues as well
as between various industrial classifications, the securities market generally
failed to reflect this improvement in business and earnings. Bonds of the
character of those held by your Corporation, however, did respond to the
expansion of business. Such bonds showed an over-all advance for the period,
reflecting recognition by investors of the fact that bond interest constitutes a
charge against earnings prior to corporate income and excess profits taxes,
and the further fact that increased earnings naturally provide improved cov-
erage of bond interest requirements.

The net asset value per share of Capital Stock of your Corporation on
January 31, 1941 was $7.07 compared with $6.66 per share a year earlier or
a net gain of 6.16% contrasted with a decline of 16.41% in the Standard
Statistics Ninety Stock Price Index during the same period. This gain in
asset value was recorded after distribution to shareholders totalling 45¢ per
share. Of these distributions 41¢ were derived from the “ordinary distribu-
tion account” or, in other words, represented primarily bond interest received
less expenses. The remaining 4¢ per share was paid from the “extraordinary
distribution account,” representing net profits realized on bonds sold out of
the portfolio. The total payments were equivalent to a yield of 6.4% on
asset value per share as of the closing day of the fiscal year.

2



The vigorous growth of your Corporation referred to in the previous
semi-annual report continued throughout the year as a whole. As of January
31, 1941, the net assets stood at $7,507,227.59 as against $4,056,631.38 a year
earlier, an increase of 85%. During the same period the number of shares
outstanding rose from 609,370 to 1,062,478. As an evidence of the improve-
ment in the medium-grade bond market since the date of the last previous
semi-annual report, the market value of the bonds held by your Corporation
as of January 31, 1941 was $334,879.76 greater than cost, whereas on July
31, 1940 there was an excess of cost over market amounting to $215,183.99,
an over-all improvement of $550,068.75.

At the time of the latest previous report submitted to stockholders, the
Wagner-Lea Bill was pending before the Congress. This bill, providing uni-
form rules and practices for many of the operations of investment companies,
has since been enacted as the Investment Company Act of 1940. The man-
agement of your Corporation is in entire sympathy with the Act as passed and
your Corporation has registered under the Act as a diversified investment
company.

With most of the major nations of the world either actually at war or en-
gaged in intensive military preparations, it is obvious that 1941 must be
regarded as a year containing many elements of uncertainty. Nevertheless,
there are certain predictions which may be ventured with reasonable assur-
ance. Actual operations under the defense program are gaining momentum
rapidly. The huge expenditures to be made imply a high rate of activity in
trade and industry, reduced unemployment and a significantly increased pub-
lic purchasing power. Offsetting factors are, of course, possible war devel-
opments and additional tax legislation. As to the latter, it would seem that
your Corporation occupies a distinctly favorable position due to the preferred
income tax status of bond interest requirements as described earlier in this
report.

Respectfully submitted,

Huca W. Loneg,

President

By Order of the Board of Directors
February 25, 1941.



PRANKARD & ZIMMERMANN
CERTIFIED PUBLIC ACCOUNTANTS

55 LIBERTY STREET
NeEw YoRrKk

AUDITORS’ REPORT

To THE BoARD OF DIRECTORS,
MaANnHATTAN Bonp Funp, Inc.:

We have examined the balance sheet of Manhattan Bond Fund, Inc. (in-
cluding the schedule of investments) as at January 31, 1941 and the related
statement of profit and loss and surplus accounts for the year then ended,
have reviewed the system of internal control and the accounting procedures
of the Company, and, without making a detailed audit of the transactions,
have examined or tested accounting records of the Company and other
supporting evidence by methods and to the extent we deemed appropriate.
Securities owned at January 31, 1941, as shown on the accompanying
schedule of investments, were counted by us and in addition we obtained
a confirmation from the custodian that it held such securities for the ac-
count of the Company on that date.

In our opinion, the accompanying balance sheet (including the schedule
of investments) and the related statement of profit and loss and surplus
accounts, including the notes thereto, fairly present the position of Man-
hattan Bond Fund, Inc. at January 31, 1941 and the results of its operations
for the year ended that date, in conformity with generally accepted ac-
counting principles applied on a basis consistent with that of the preceding

year. / s

ZIMMERMANN

New York, N. Y.
February 13, 1941.



MANHATTAN BOND FUND, INC.

(Incorporated in Delaware)

BALANCE SHEET—JANUARY 31, 1941

ASSETS

CasH oN DEeposIT $ 123,433.25

INVESTMENTS—ALt value based on closing market quotations (Cost of specific
certificates held, $6,893,052.74) . 1,227,932.50
RECEIVABLE FOR INTEREST PURCHASED AND INTEREST ACCRUED ........ccccocooo.. 151,387.77

RECEIVABLE FROM WHOLESALE DisTRIBUTOR FOR CAPITAL StoCK Sorp, Nor
YET DELIVERED il aE tett - b e LR R S Re 41,720.60
DEEERREDEGHARGES ol s e i S s 421.32
Motalr s SR o, Gt S g K e GRS R $7,544,895.44

LIABILITIES

$ 26,637.30
11,030.55

PAYABLE FOR CAPITAL Stock REPurcHASED, NoT YET RECEIVED ..
Accounts PAYABLE AND AccrUED TAxes (Note 1)

CaritAL Stock AND SURPLUS (Equivalent to $7.07 per share on 1,062, 478
shares outstanding) :

Capital stock of $.10 par value:
Authorized 7,500,000 shares—

Issued or subscribed (less 4,359 shares in treasury)
1,062,478 shares (Note 2) .. W

$ 106,247.80

Paid-in surplus 7,046,637.66
“Ordinary distribution account” balance . 10,604.21
Security profits surplus 8,858.16

Excess of value of investments based on closing market
quotations over cost thereof 334,879.76  7,507,227.59

DG B e S e A Ve B T R R s $7,544,895.44

Notes 10 FINANCIAL STATEMENTS:

(1) No Federal income tax has been accrued for the fiscal year ended January 31,
1941 since the Company believes that it has distributed all of its taxable income
for such year in taxable dividends and has qualified as a “mutual investment
company” under Section 361 of the Internal Revenue Code.

(2) The par value of treasury stock ($435.90) has been charged against capital stock
account.

(3) The Company determines the cost of investments on the basis of the cost of the
specific certificates held. The value of such investments, based on closing mar-
ket quotations, was $334,879.76 in excess of cost at January 31, 1941. At Janu-
ary 31, 1940, the cost of investments was $119,795.24 in excess of the value
thereof based on closing market quotations.

(4) Purchases and sales of investment securities during the year aggregated
$3,666,642.50 and $858,226.39, respectively.

(5) During the year ended January 31, 1941, the company paid research and advisory
fees of $28,531.70 to Manhattan Foundation, Inc.; salaries of $588.26 to officers;
and fees of $650.00 to directors. Certain officers or directors of Manhattan
Foundation, Inc., are also officers or directors of Manhattan Bond Fund, Inc.

5



MANHATTAN BOND FUND, INC.

STATEMENT OF PROFIT AND LOSS AND SURPLUS ACCOUNTS

FOR THE YEAR ENDED JANUARY 31, 1941

“QOrdinary Distribution Account” (As defined in the charter) :
Income—Interest on bonds
Expenses:

Research and advisory fee (Note 5) ..
Custodian’s fees and expenses

.. § 28,531.70

'

Legal and auditing fees 4,337.80
Transfer agent’s fees and expenses ...........cccccneeee . 3,152.98
Federal capital-stock and State franchise taxes 9,026.72
Distribution disbursing charges . 1,876.78
Reports to stockholders 2.7125.16
Expenses in connection with prospectus ................... 1,973.19
Registrar’s fees and expenses 673.80
Fees and expenses incidental to complying with various
State Blue Sky Laws 1,576.72
Salaries—Officers and clerical 1,279.43
Directors’ fees 650.00
Miscellaneous 3,041.90
Total $ 65,392.28
Deduct—Repurchase charges 3,238.50

$ 427,312.55

62,153.78

Net income (exclusive of security profits and losses) .................
Add—Equalization credits (portion of amounts received for capital
stock sold, less comparable amounts paid for capital stock repur-
chased, representing the equalization of the per-share amounts
of the “ordinary distribution account” at dates of sales and

$ 365,158.77

repurchases of capital stock) 15,720.81
Total $ 380,879.58
Deduct:
Deficit, January 31, 1940 $ 3,445.69
Cash distributions to stockholders of $.10 a share each
paid April 15, July 15 and October 15, 1940 and $.11
aishare paid Janmary 15, 1941 . iiiin i 366,829.68 370,275.37
Balance, January 31, 1941 $ 10,604.21
Security Profits Surplus (Computed on the basis of identifying the cost
of specific certificates) : k
Balance, January 31, 1940 . $  8,010.46
Profits from sales of securities (after deducting losses of $55,092.85) ... 36,332.20
Total $  44,342.66
Deduct—Cash distributions to stockholders of $.02 a share each paid
April 15, 1940 and January 15, 1941 35,484.50
Balance, January 31, 1941 $ 8,858.16
Paid-in Surplus:
Balance, January 31, 1940 $4,110,924.85
Amounts received or receivable on subscriptions to capital stock, ex-
clusive of the par value of such stock and after deducting equaliza-
tion credits ($17,311.57) included in “ordinary distribution account”  3,366,080.20
Total $7,477,005.05
Deduct :
Amounts paid or payable on repurchases of capital stock
(before deducting repurchase charges of $3,238.50),
exclusive of the par value of such stock and after de-
ductmg equalization debits (Sl 590.76) charged to
“ordinary distribution $429,021.12
Fees and expenses incidental to the registration and
qualification of shares of capital stock for sale ........ 1,346.27 430,367.39
Balance, January 31, 1941 $7,046,637.66

Norte: Reference is made to the notes appearing on the preceding page

integral part of this statement and should be read in conjunction therewith.
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Face

Value
$311,000.00
86,000.00
86,000.00
597,000.00

581,000.00
394,000.00

16,000.00
184,000.00

175,000.00
297,000.00

90,000.00

30,000.00
172,000.00
160,000.00
223,000.00
119,000.00

23,000.00
153,000.00
316,000.00

26,000.00
214,000.00
229,000.00
514,000.00

150,000.00
174,000.00
197,000.00
348,000.00

243,000.00
528,000.00
583,000.00

434,000.00
59,000.00
240,000.00
107,000.00
59,000.00
3717,000.00
400,000.00
93,000.00

164,000.00
256,000.00
155,000.00
244,000.00

32,000.00
464,000.00

MANHATTAN BOND FUNp, INC.
INVESTMENTS—JANUARY 31, 1941

Security
Alleghany Corporation, Twenty-Year Collateral Trust Convertible Bonds....
American Power & Light Company, Gold Debenture Bonds, American Series
*Associated Gas and Electric Corporation, 8-Year Gold Bonds.......c.ccccoovvenne.
Atlantic Coast Line Railroad Company, General Unified Mortgage Fifty-Year Cald
Bonds, Series “A”
Central Pacific Railway Company, 35-Year Guaranteed Gold Bonds...
Central States Power & Light Corporation, First Mortgage First Lien Gold Bonds,
Certain-Teed Products Corporation, 20-Year Sinking Fund Gold Debentures, Series “A”
Chicago, Terre Haute and Southeastern Railway Company, First and Refunding Mm
gage Fifty-Year Gold Bonds.
Childs Company, Fifteen-Year Gold Debenture Bonds.
Cities Service Company, Convertible Gold Debentures
The Cleveland Union Terminals Co., First Mtge. Sinking Fund Gold Bonds,
Continental Gas & Electric Corporation, Gold Debentures, Series “A”
Electric Power & Light Corporation, Gold Debentures.
General Public Utllmes Co., First Mtge. and Collateral Trust Gold Bonds, Senes “A”
General Steel Castings Corpmatwn First Mortgage Gold Bonds, Series “A”.
Gulf, Mobile and Northern Railroad Company, First Mortgage Gold Bonds, Series “C”
Gulf Mobile and Ohio Railroad Co., First and Refunding Mtge. Bonds, Series “B”
Tlinois Central Railroad Company, Refundmg Mortgage Gold Bonds..
Illinois Central Railroad Company, 40-Year Gold Bonds
Illinois Power and Light Corporation, 30-Year Sinking Fund Deb: i
International Hydro-Electric System, Convertible Gold Debentures.............ccooo.
Interstate Power Company, First Mortgage Gold Bonds
Thg Kansas City Southern Railway Co., Refunding and Improvement Mtge. Gold
onds
New England Gas and Electric Association, Convertible Gold Debenture Bonds
New England Gas and Electric Association, Convertible Gold Debenture Bonds
New England Gas and Electric Assocmtlon, Convertible Gold Debenture Bonds
The New York Central Railroad Company, Refunding and Improvement Mortgage
Bonds; = Seriesal SAY S e SRS S e
The New York Central Railroad Company, Refunding and Improvement Mortgage
Bonds, Series “C”..
The New York, Chicag
Bonds, Series “A”
Nosrthern lgaciﬁc Railway Company, Refunding and Improvement Mortgage Bonds,
eries “B”.
Pere Marquette Railway Company, First Mortgage Gold Bonds, Series “C”....
Pere Marquette Railway Company, First Mortgage Gold Bonds, Series “A”
The Southern Indiana Railway Company, First Mortgage Gold Bonds
Southern Pacific Company, Forty-Year Gold Bonds.
Southern Railway Co., Development and General Mtge. Gold Bonds, Series “A”
Southern Railway Co., Development and General Mige. Gold Bonds, Series “A”
Standard Gas and Electric Company, Gold Debentures, Series “A”......
The Texas and Pacific Railway Company, General and Refunding Mortgag
Bonds, Series “B”
The Texas and Pacific Railway Company, General and Refunding Mortgage Gold
Bonds, Series e @l e
The Texas and Pacific Railway Company, ‘General and Refunding Mortgage Gald
[Bonds S ericsRET) 12N NEEEEEEE S Sl
The United Light and Power Company, Gold Debentures, Series of 1925..
The United Light and Power Company, Gold Debentures, Series of 1924....
Utah Power & Light Company, Gold Debenture Bonds, Series “A”.
The Western Union Telegraph Company, Thirty-Year Gold Bonds.

Total

ompany, Refunding Mortgage Gold

*Associated Gas and Electric Corporation is in process of reorganization under the Chandler Act.

interest due on March 15, 1940 have not been paid.
Y

Interest
Rate

6%

5%

gt Gl

Maturity

1949
2016
1940

1964
1960
1953
1948

1960
1943

Value Based on
Closing Market
Cost Quotations

$ 211,272.50 $ 255,020.00
82,647.50 90,407.50
83,947.74 50,310.00
348,456.25 379,095.00
289,856.25 285,416.25
297,161.25 371,837.50
13,346.25 14,320.00
114,248.75 109,940.00
126,920.00 59,500.00
219,258.75 249,480.00
78,471.25 79,987.50
26,120.00 27,781.50
132,697.50 145,770.00
156,306.25 162,800.00
149,253.75 192,058.75
89,973.75 101,745.00
13,590.00 14,921.25
717,802.50 68,276.25
144,577.50 132,720.00
22,631.25 26,552.50
171,133.75 105,930.00
153,302.50 162,590.00
348,417.50 363.655.00
101,703.75 97,125.00
112,538.75 111,577.50
131,382.50 128,050.00
200,317.50 210,540.00
149,688.75 158,861.25
348,640.00 378,840.00
348,417.50 390,610.00
270,226.25 300,545.00
44,435.00 46,315.00
119,938.75 134,400.00
50,852.50 49,487.50
46,122.50 45,946.25
301,812.50 314,795.00
270,227.50 310,500.00
62,376.25 64,170.00
111,167.50 112,750.00
171,827.50 176,000.00
134,842.50 137,950.00
213,220.00 221,430.00
29,672.50 34,120.00
322,250.00 353,800.00
$6,893,052.74  $7,227,932.50

Principal and
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The President’s Letter

To OUR SHAREHOLDERS :

The detailed statements appearing on subsequent pages, cover-
ing the operations of your Corporation for the fiscal year ended
January 31, 1942 and its condition as of that date, constitute the
most important portion of this annual report. It is suggested, that
shareholders examine them carefully. These statements include
a Balance Sheet, a list of the bonds owned as at January 31,
1942 and a Statement of Profit and Loss and Surplus Accounts
for the fiscal year ended on that date, together with the report of
Messrs. Prankard & Zimmermann, Certified Public Accountants.

Comments on some of the figures contained in these statements
may be of interest to shareholders. Net assets of $8,452,628.08
and the 1,194,226 shares outstanding once again represent larger
figures than any previously reported to shareholders.

Bond interest earned during the year amounted to $574,971.35
and represented payment of full interest on each bond owned.
Net operating expenses were $80,495.79. Total net credits to the
“ordinary distribution account” were $512,066.57 after including
$6,986.80 of “net equalization credits” and a “carry-over” balance
of $10,604.21. Distributions to shareholders from the “ordinary
distribution account” during the year totaled $505,183.47 leaving
a net balance in the account on January 31, 1942 of $6,883.10.
These distributions took the form of four quarterly payments of
11c per share each on April 15, July 15, October 15, 1941 and
January 15, 1942. In addition “extraordinary distributions” from
net realized profits on sales of securities were paid on October
15, 1941 and January 15, 1942 in the amounts of 5c per share and
2c per share respectively. Thus, total distributions for the fiscal
year were 51c per share. There follows a tabulation of distribu-
tions and ranges of offering prices for the past three years.

Sources of Distributions

Range of

N N e >

Calendar Inte:test Real?;ed __Offering Prices
Years Income Profits Total High Low
1939 $.46 $.07 $.53 $8.31 $6.89
1940 41 .09 .50 7.84 5.98

1941 44 .07 <5 8.21 7.07




These figures have been stated on a calendar year rather than
a fiscal year basis since most shareholders compute their taxes by
calendar years. Distributions in 1941 were all derived from net
investment income or net profits on sales of securities. Therefore,
the full amount received should be reported by shareholders in
their income tax returns as “dividends received”.

The period under review, presented a financial picture similar
to that which prevailed in the year previous. Industrial produc-
tion continued to expand, taking the Federal Reserve Board Index
of Production to new high figures. Corporate earnings in general
showed increases in 1941 over the satisfactory figures recorded in
1940 although there was considerable divergence both between
different branches of industry and between individual companies.
Again, however, increased operations and earnings failed to find
reflection in improved securities prices. Continuing the trend which
has been generally in evidence since shortly after the beginning of
the war, the prices of equity stocks as measured by the Dow-Jones
Industrial average receded from 124.13 on January 31, 1941 to
109.11 on January 31, 1942, or 12.1%. Such divergence between
earnings and securities prices must be ascribed to the dislocations
characteristic of a war-time economy and to the mounting burden
of taxes required to furnish a part at least of the sinews of war.

Evidently the tax question played an important part in stock
performance, since bonds of the character of those owned by the
Funp were able to withstand the declining tendency and even
to record a slight advance. Asset value per share of the Funp
advanced from $7.07 to $7.08 during the period without taking
into account distributions of fifty-one cents per share. If adjust-
ment is made for these distributions and the Dow-]Jones average
is credited with dividends of 5% on its January 31, 1941 figure,
the results are a loss of 7.1% for the average and a gain of 7.3%
for the Funp.

It may well be that prices of many equities at their present
levels largely or fully discount both future uncertainties and the
burden of heavier taxes still to come. This, however, is a question
which primarily affects the investor in stocks rather than the bond




holder. Once more the rising tide of income taxes makes it ap-
propriate for us to point out that bond interest, being in effect an
operating expense, is deducted before income taxes and excess
profits taxes are computed. Due to the increases in earnings
before taxes experienced by the great majority of the companies
whose bonds are held by the Funp, the average interest coverage
on these bonds in 1941 reached the highest figure that has existed
during the life of your Corporation.

Your management has continued to follow a policy of approxi-
mately full investment in bonds of liberal yield and believes that
present circumstances warrant the continuance of such a policy
for the discernible future. In the selection of bonds for purchase,
sale or retention, your management and the research organization
retained by the Funp will continue to endeavor to give proper
consideration to the changing factors arising from the conversion
of American industry to a full war basis.

Respectfully submitted,
HucaH W. Lone
President
By Order of the Board of Directors.

February 25, 1942

IN MEMORIAM

It is with deep sorrow that we record the death on
February 9, 1942 of Colonel Harlow D. Savage, Vice-
. President and Director of the Funp. In his distinguished
business career, Colonel Savage had been chief executive of
several important American corporations. His ability, his
sense of duty, and his personal character commanded both
the respect and the affection of his associates.

w



Manhattan Bond Fund, Inc. x

Face T
Value Security prie
$529,000 Alleghany Corporation, Twenty-Year Collateral Trust Convertible Bonds
662,000 Atlantic Coast Line Railroad Company, General Unified Mortgage Fxfty Wear Coup(:;
Bonds, Series “A”
291,000 The Baltimore and Ohio Railroad Company, First Mortgage Fifty Year Gol& Bonds
203,000 The Baltimore and Ohio Railroad Company, Pittsburgh, Lake Erie and West Virginia [Sy
Refunding Mortgage Gold Bonds
215,000 Canadian Pacific Railway Company, Twenty-Five Year Collateral Trust ™% Bonds.
698,000 Central Pacific Railway Company, Thirty-Five-Year Guaranteed Gold Bonds............
30,000 Central States Power & Light Corporation, First Mortgage and First Lien Gold Bonds
136,000 Certain-Teed Products Corporation, Twenty-Year Sinking Fund Gold Debggtures, Serieg
58,000 Chicago Great Western Railway Company, First Mortgage Bonds, Series
184,000 Chicago, Terre Haute and Southeastern Railway Company, First and Refunding
Year Gold Bonds
173,000 Childs Company, Fifteen-Year Gold Debentures —
170,000 Cities Service Company, Convertible Gold Debentures i
99,000 The Cleveland Union Terminals Company, First Mortgage Sinking Fund Goll Bonds, Sedes
30,000 Continental Gas & Electric Corporation, Gold Debentures, Series “A”........ccccviirverervcreenn.d
35,000 Electric Power & Light Corporation, Gold Debentures. ‘
160,000 General Public Utilities Company, First Mortgage and Collateral Trust Gol Bonds, Serjes
75,000 General Steel Castings Corporation, First Mortgage Gold Bonds, Series “A”
33,000 Gulf, Mobile and Northern Railroad Company, First Mortgage Gold Bondg Series “C’
23,000 Gulf, Mobile and Ohio Railroad Company, First and Refunding Mortgage nds, Serief “
224,000 Ilhnons Central Railroad Company, Refunding Mortgage Gold Bonds
293,000 Illinois Central Railroad Company, Forty Year Gold Bonds, !
297,000 Illinois Central Railroad Company, Refunding Mortgage Gold Bonds........ ‘..
26,000 Illinois Power and Light Corporation, 30-Year Sinking Fund Debenture Goid Bonds.
460,000 Interstate Power Company, First Mortgage Gold Bonds
574,000 The Kansas City Southern Rallway Co., Refunding and Improvement Mollgage Gold B
156,000 New England Gas and Electric Assomanon, Convertible Gold Debenture ds..
192,000 New England Gas and Electric Association, Convertible Gold Debenture Ends..
220,000 New England Gas and Electric Association, Convertible Gold Debenture Hnds..
81,000 New Orleans Great Northern Railway Company, First Mortgage Fifty-YeagBonds, Serfes
81,000 New Orleans and Northeastern Railroad Company, Series “A” Refundifend Imprdve:
Mortgage Gold Bonds
373,000 The New York Central Railroad Co., Refunding and Improvement Mortgag§ Bonds, Serjes
296,000 The New York Central Railroad Co., Refunding and Improvement Mortg: onds, Serjes
587,000 Tkée New‘X’ork, Chicago and St. Louis Railroad Company, Refunding Mo}gage Gold|Bc
eries “A”
654,000 Northern Pacific Railway Company, Refunding and Improvement Mortgag Bonds, Ser es
546,000 Pere Marquette Railway Company, First Mortgage Gold Bonds, Series “
65,000 Pere Marquette Railway Company, First Mortgage Gold Bonds, Series “Af¥....
273,000 The Southern Indiana Railway Company, First Mortgage Gold Bonds
88,000 Southern Pacific Company, Forty-Year Gold Bonds - ;
30,000 Southern Railway Company, Development and General Mortgage Gold B Series “4”..
456,000 Southern Railway Company, Development and General Mortgage Gold Borks, Series “4
549,000 Standard Gas and Electric Company, Gold Debentures, Series “A”......ccccceivcnivccnennenee
99,000 Tlée Texi;,and Pacific Railway Company, General and Refunding Mogzage Gold |Bo
eries :
214,000 Tlge Texfl%”and Pacific Railway Company, General and Refunding Mo{gage Gold |Bo
L o L T LTI TTTT T OPPRTTOIPPPSTPPPTITIPTPRPORY: TTPIPSPRPRIoTsspunes FETR
274,000 The Texas and Pacific Railway Company, General and Refunding Mcﬁage Gold [Bo
Series “D” 3
148,000 The United Light and Power Company, Gold Debentures, Series of 1925..
273,000 The United Light and Power Company, Gold Debentures, Series of 1924...;
451,000 The Western Union Telegraph Company, Thirty-Year Gold Bonds............ .y
$11,784 000
— e

Iy




Investments, January 31, 1942

i
3

Interest Value Based on Closing
- Rate Maturity Cost Market Quotations
. R;ﬂfd« = e 5 % 1949 $ 381,271.25 $ 395,427.50
g| 1 ty ear Coupon Go
4y 1964 391,267.50 433,610.00
Year Gold B8 0eir nsiiorisoeists 4 1948 168,600.00 178,965.00
-fand West Virginia System,
4 1951 102,375.00 107,082.50
rust ¥Rl Bond 5 1954 169,022.50 187,050.00
(lold Bonds.......... 5 1960 351,033.75 395,242.50
rit Lien Gold Bonds 514 1953 22,200.00 30,037.50
oll Debggtures, Series sy 1948 115,570.00 116,960.00
Qeries AV iossiinmmansssisssnses 4 1988 37,302.50 37,410.00
(| Refunding Mortgage Fifty
5 1960 114,248.75 123,740.00
........... it 1943 125,340.00 66,172.50
5 1950 125,613.75 138,125.00
Find Goll Bonds, Series “A” 514 1972 86,118.75 82,170.00
L & 5 1958 26,120.00 26,887.50
5 2030 27,976.25 30,975.00
st Gol Bonds, Series “A” ¢l 1956 156,306.25 163,600.00
S SRR 1949 53,085.00 73,125.00
1 5 1950 25,513.75 29,700.00
4 1975 13,590.00 16,502.50
4 1955 107,491.25 100,520.00
434 1966 135,122.50 130,385.00
5 1955 153,755.00 160,380.00
54 1957 22,631.25 25,870.00
5 1957 328,612.50 348,450.00
nent M itgage Gold Bonds 5 1950 391,237.50 413,280.00
bepture adpmds.. 5 1947 105,418.75 81,900.00
bepture Bynds.. 5 1948 124,876.25 100,800.00
bepture Hnds.. oo 8 1950 145,710.00 115,500.00
Ex fry-ﬁé.e Bogdsl, Series ‘At 5 1983 60,681,25 62,370.00
gundrl all mprovemen:
4% 1952 55,553.75 65,610.00
Mortgag§ Bonds, Series “A” 414 2013 214,846.25 193,493.75
Mortg onds, Series “C” 5 2013 181,243.75 169,830.00
idjng Mo¥gage Gold Bonds,
. 54 1974 393,031.25 463,730.00
Mortgag@Bonds, Series “B” ¢ 2047 395,810.00 438,180.00
Selies “ . 4Y 1980 345,186.25 333,060.00
Seifies “AY. . 5 1956 48,742.50 45,175.00
Bepnds. 4 1951 139,418.75 151,515.00
- 4% 1968 45,672.50 46,640.00
G}ld B, Series “A” 6 1956 23,593.75 25,725.00
G)ld Borys, Series “A” 6% 1956 369,555.00 413,250.00
X 6 1951 395,808.75 395,280.00
dillg M(*age Gold Bonds,
i 5 1977 66,843.75 66,825.00
ll[g Mo%gage Gold Bonds, e
: 5 1979 144,827.50 ,380.
dii M@ge Gold Bonds,
5 1980 184,258.75 183,237.50
of| 1925... 6 1975 129,130.00 150,590.00
of| 1924... 6% 1974 240,988.75 277,777.50
Is. 5 1960 316,911.25 377,712.50

$7,759,513.75

$8,113,248.75

W



Auditors’ Report

New York, N. Y.
February 11, 1942.

To the Board of Directors and the Stockholders,
Manhattan Bond Fund, Inc.:

We have examined the balance sheet of Manhattan Bond
Fund, Inc. (including the schedule of investments) as at
January 31, 1942 and the related statement of profit and
loss and surplus accounts for the year ended that date, have
reviewed the system of internal control and the accounting
procedures of the Company, and, without making a detailed
audit of the transactions, have examined or tested accounting
records of the Company and other supporting evidence by
methods and to the extent we deemed appropriate. Securities
owned at January 31, 1942, as shown on the accompanying
schedule of investments (except securities purchased, not
yet received) were counted by us and in addition we obtained
a confirmation from the custodian that it held such securi-
ties for the account of the Company on that date. The
securities purchased,.,not yet received were confirmed to us
by brokers.

In our opinion, the accompanying balance sheet (including
the schedule of investments) and the related statement of
profit and loss and surplus accounts, including the notes
thereto, fairly present the position of Manhattan Bond
Fund, Inc. at January 31, 1942 and the results of its opera-
tions for the year ended that date, in conformity with
generally accepted accounting principles applied on a basis
consistent with that of the preceding year.

PrankARD & ZIMMERMANN
Certified Public Accountants




Balance Sheet, January 31, 1942

MANHATTAN BOND FUND, INC.
(Incorporated in Delaware)

ASSETS

CasH oN DEeposiT

INVESTMENTS—At value based on closing market quotations (Cost of
specific certificates held, $7,759,513.75)

RECEIVABLE FOR INTEREST PURCHASED AND INTEREST ACCRUED.......cccrsrerrrrnranes

RECEIVABLE FROM WHOLESALE DISTRIBUTOR FOR CAPITAL Stock SoLp, Nor
YET DELIVERED

DEFERRED CHARGES

Total

LIABILITIES

PAYABLE FOR CAPITAL SToCK REPURCHASED, NoT YET RECEIVED..
PAYABLE FOR SECURITIES PURCHASED, Nor YET RECEIVED.
AccoUNTs PAYABLE AND AccrUED TAxEs (Note 1)
CaPITAL STOCK AND SURPLUS (Equivalent to $7.08 per share on 1,194,226
shares outstanding) :
Capital stock of $.10 par value:
Authorized 7,500,000 shares—Issued or subscribed (less
2,646 shares in treasury) 1,194,226 shares (Note 2) $§ 119,422.60

$ 162,323.75

8,113,248.75
170,237.72

44,455.80
1,867.89

$8,492,133.91

$  6,396.08
21,432.88
11,676.87

8,452,628.08

Paid-in surplus 7,955,450.45
“Ordinary distribution account” balance........ccccourveircienanns 6,883.10
Security profits surplus 17,136.93
Excess of value of investments based on closing market
quotations over cost thereof 353,735.00
Total

NoTEs To FINANCIAL STATEMENTS:

$8,492,133.91

(1) No Federal income tax has been accrued for the fiscal year ended January 31,
1942 since the Company believes that it has distributed all of its taxable income '
for such year in taxable dividends and has qualified as a “mutual investment

company” under Section 361 of the Internal Revenue Code.

(2) The par value of treasury stock ($264.60) has been charged against capital

stock account.

(3) The Company determines the cost of investments on the basis of the cost of the
specific certificates held. The value of such investments, based on closing market
quotations was $353,735.00 at January 31, 1942, and $334,879.76 at January 31,

1941 in excess of such cost.

(4) Purchases and sales of investment securities during the year aggregated

$2,004,376.25 and $1,227,453.18 respectively.

(5) During the year ended January 31, 1942, the Company paid research and
advisory fees of $40,480.28 to Manhattan Foundation, Inc.; salaries of $3,882.68
to officers; and fees of $940.00 to directors. Certain officers or directors of
Manhattan Foundation, Inc. are also officers or directors of Manhattan Bond

Fund, Inc.




Statement of Profit and Loss and Surplus Accounts

FOR THE YEAR ENDED JANUARY 31, 1942
“Ordinary Distribution Account” (As defined in the charter):
Income—Interest on bonds

$ 574,971.35

Expenses:
Research and advisory fee (NoOte 5).....cccccecvencuncnccssensurcnnenes $ 40,480.28
Custodian’s fees and expenses 8,318.56
Legal and auditing fees 5,177.76
Transfer agent’s fees and expenses . 3,093.50
Federal capital-stock and State franchise taxes. o 9,636.00
Distribution disbursing charges 2,832.06
Reports to stockholders 2,588.09
Expenses in connection with prospectus ... 1,101.75
Registrar’s fees and exp 490.50
Fees and expenses incidental to complying with various
State Blue Sky Laws 928.84
Salaries—Officers and clerical 7,254.64
Directors’ fees 940.00
Miscellaneous 3,448.30
Total $ 86,290.28
Deduct—Repurchase charges 5,794.49 80,495.79
Net income (exclusive of security profits and 10sses)....ccvivirerricunnines $ 494,475.56
Balance, January 31, 1941 10,604.21
Equalization credits (portion of amounts received for capital stock
sold, less comparable amounts paid for capital stock repurchased,
representing the equalization of the per-share amounts of the
“ordinary distribution account” at dates of sales and repurchases
of capital stock) 6,986.80
Total $ 512,066.57
Deduct—Cash distributions to stockholders of $.11 a share each paid
April 15, July 15, October 15, 1941 and January 15, 1942.....cccccoemmriiene 505,183.47
Balance, January 31, 1942 ; $ 6883.10
Security Profits Surplus (Computed on the basis of identifying the
cost of specific certificates):
Balance, January 31, 1941 $ 8,858.16
Profits from sales of securities (after deducting losses of $126,202.08) 89,537.94
Total $ 98,396.10
Deduct—Cash distributions to stockholders of $.05 a share paid October
15, 1941 and $.02 a share paid January 15, 1942......cccccmmmmmmnnuensesiinisense 81,259.17
Balance, January 31, 1942 s $ 17,136.93
Paid-In Surplus:
Balance, January 31, 1941 $7,046,637.66
Amounts received or receivable on subscriptions to capital stock, ex-
clusive of the par value of such stock and after deducting equaliza-
tion credits ($11,894.52) included in “ordinary distribution account”  2,016,525.82

Deduct: o
Amounts paid or payable on repurchases of capital
stock (before deducting repurchase charges of
$5,794.49), exclusive of the par value of such stock
and after deducting equalization debits ($4,907.72)

$9,063,163.48

charged to “ordinary distribution account” ............... $1,107,380.88
Fees and expenses incidental to the registration and
qualification of shares of capital stock for sale............ 332.15 1,107,713.03
Balance, January 31, 1942 $7.955.450.45

Note: Reference is made to the notes appearing on the balance sheet which are an
integral part of this statement and should be read in conjunction therewith.




This Report is authorized only for distribution to share-

holders and others who have received a copy of the

official prospectus of Manhattan Bond Fund, Inc.,, by
which all offerings are made.



Printed in U. S. A
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ANNUAL REPORT
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MANHATTAN BoOND FUND



The President’s Letter

To OUR SHAREHOLDERS:

There appear on subsequent pages of this report detailed state-
ments covering the operations of your Corporation for the fiscal
year ended January 31, 1943 and its condition as of that date
together with the report of your Corporation’s auditors Messrs.
Prankard & Zimmermann, Certified Public Accountants. These
statements include a balance sheet, a list of the bonds owned as
of January 31, 1943 and a statement of profit and loss and surplus
accounts for the fiscal year. While some of the figures appearing
therein will be mentioned in this letter, we urge that shareholders
examine the statements in detail.

GROWTH OF THE FUND

The net assets of the Fund stood at $11,592,088.64 on
January 31, 1943 as against $8,452,628.08 at the close of the pre-
vious fiscal year and $9,000,728.28 on July 31, 1942, the end of
the most recent six months fiscal period. Both the net asset figure
and the 1,612,635 shares outstanding on January 31, 1943 repre-
sent continued vigorous growth by your Corporation and each is
a new high for the life of the Fund up to that date.

INCOME AND EXPENSES

All of the bonds owned during the year paid their interest in
full when due and all have unbroken records in that respect since
their dates of issuance. Bond interest earned during the fiscal
year amounted to $692,333.71, which, with net equalization credits
and carry-over balance from the previous year totaling $21,518.77,
resulted in gross credits to the Ordinary Distribution account of
$713,852.48. Net operating expenses for the year amounted to
$99,014.16 and left $614,838.32 available for the ordinary quar-
terly distributions. Four quarterly dividends were paid during
the fiscal year from this account totaling $601,922.38, or forty-
three cents per share, and leaving a carry-over balance in the
amount of $12,915.94. In addition three extraodinary distribu-
tions totaling $113,814.44, or $.08 per share, were declared and
paid. These payments were made from the security profit and
loss account and represent net profits on the sale of securitics.
This account showed a closing balance of $7,762.33.

PROGRESS SINCE PREVIOUS REPORT

At the time of our previous report for the six months ended
July 31, 1942, securities prices were but little above the low point
reached late in April and, while bonds had suffered less severely
than stocks in the decline, they had not been unaffected and the
investments of the Fund showed a market value which was
$199,955.50 less than cost. Since that time, the forces influencing




securities price levels have been more favorable. The war has
turned in favor of the United Nations on all fronts, the Revenue
Act of 1942 has been passed with terms considerably less burden-
some than feared earlier and corporate earnings for the year were
well maintained even though below the record levels of 1941 in
most cases. As of January 31, 1943, the depreciation of
$199,955.50 previously mentioned had been replaced by apprecia-
tion of $649,103.25, a net improvement of $849,058.75. During
this same six months, the asset value per share of the Fund advanced
from $6.65 to $7.19 without taking into account distributions of
$.26 per share.

CORPORATE TAXATION

As stated previously, the Revenue Act of 1942 was less burden-
some than the earlier proposals of the Treasury Department had
indicated. Nevertheless, rates were of necessity advanced sharply,
the corporate surtax rate advancing from 7% to 16% and the
excess profits impost rising from a maximum of 60% to 90%.
These rates proved more than sufficient to off-set increases in the
gross incomes of most Corporations and, consequently, resulted in
generally lower net earnings for stocks. The Railroads, with
their large invested capital positions, were one outstanding excep-
tion to this rule and in a great many instances their net earnings
after taxes were the largest in their histories.

‘While larger gross income or net income before taxes frequent-
ly failed to sustain earnings on stocks, this larger gross did serve
to increase the margin of interest coverage for most bonds, since
bond interest is deducted before income taxes are computed. As
a result, the average interest coverage for the bonds in the port-
folio of the Fund was greater in 1943 than in any previous year
during the Fund’s existence.

DEBT REDUCTION

The large earnings currently enjoyed by the Railroads are
permitting many roads to make substantial reductions in their
outstanding debt and in their annual interest charges through pur-
chases of their own bonds. This policy is being followed with
the express approval and in fact upon the definite recommendation
of the Interstate Commerce Commission. While full details of
such operations in 1942 are not yet available, it is known that
many millions of dollars were so employed and it seems certain
that considerably larger purchases will be made in 1943, since
legislation passed in the latter part of 1942 now permits the
Roads to buy their bonds at discounts without paying taxes on
the amount of those discounts.

Obviously this buying in of indebtedness strengthens not only
the specific bond issues purchased but also all the other obligations
of the issuer.




PORTFOLIO OPERATIONS

There follows a list of the bonds added to or eliminated from
the portfolio during the fiscal year:

ADDITIONS
American Power & Light Company, Debenture 6s 2016
Brooklyn Union Gas Company Debenture 5s 1950
Chicago Burlington & Quincy R. R. Co., 1st Series B 414 1977
Cleveland Union Terminal Company First 5s 1973
Southern Pacific Company 4%s 1969
Southwestern Power & Light Co., Debenture Series A 6s 2022
Utah Power & Light Corporation Debenture Series A 6s 2022
United States Treasury Notes, Series B 114s 1946

ELIMINATIONS

Central States Power & Light Corporation First Mortgage
515 1953

Childs Company Debenture 5s 1943

Electric Power & Light Corporation Debenture 5s 1958

General Public Utilities Company First Mortgage Series A
674 1956

General Steel Castings Corporation First Mortgage Series A
5%s 1949

Southern Pacific Company 414 1968

Southern Railway Company Developement & General Mort-
gage Series A 6s 1956

United Light & Power Co., Debentures Series 1925 6s 1975

United Light & Power Co., Debentures Series 1924 64s 1974

Stockholders have been notified of these changes shortly after
they occurred through the medium of the leaflet which is mailed
monthly. Portfolio management is carried on not only by these
additions and eliminations but also by changes in the relative per-
centage weightings assigned to the various bonds held from time
to time.

TAX INFORMATION

Your Corporation intends to file its tax return as a “regulated”
investment company, thus gaining for the Fund the tax advan-
tages available to such companies. These advantages are particu-
larly important to a Bond" Fund since its net income from bond
interest would otherwise be subject to full normal and surtax
rates (40% ), whereas it pays no income taxes as a regulated
company if it meets certain conditions and pays all of its net in-
come to shareholders in taxable dividends.




We set forth below the allocation of our last five dividends
as we believe they should be reported in the shareholder’s tax
return. Shareholders who report on a calendar year basis should
include only the dividends paid them during the calendar year
1942.

The Revenue Act of 1941 governs the tax status of the dis-
tribution made by the corporation on January 15, 1942 and,
therefore, 100% of that distribution is taxable as an ordinary
dividend. The tax status of the dividends paid during the fiscal
year ended January 31, 1943 is governed by the Revenue Act of
1942 and the amount of each distribution must be segregated into
the amounts taxable as ordinary dividends and amounts taxable
as capital gains dividends. A capital gains dividend may be
treated in the shareholder’s income tax return in the same manner
as gains on securities held for longer than six months. Our audi-
tors are of the opinion that the proper segregation is as follows:

~~=——Cents Per Share
Taxableas  Taxable as

Total ordinary  Capital gains
dividend dividend dividend
January 15, 1942 $ .13 $ .1300 $ .0000
April 15, 1942 .14 1129 .0271
July 15, 1942 el .1100 .0000
October 15, 1942 13 1119 0181
Total calendar year 1942 S0l $ 4648 $ .0452
January 15, 1943 A3 $ .1029 $ .0271
GENERAL

Your management believes that the basic position of bonds of
the character held in the portfolio of the Fund is being con-
sistently improved both by current earnings and by the program
of debt reduction which is being followed by a large and increas-
ing number of issuing companies. It also believes that, under
current conditions in the investment market, this type of bonds
offers the attraction of liberal yield without the imposition of
undue risk, particularly when such bonds are held in a sizeable
group rather than purchased and held individually.

The management is always pleased to receive and to answer,
to the_best of its ability, questions from interested shareholders
regarding any phase of the operations of the Fund.

Huca W. Lonc
President
By Order of the Board of Directors.
February 15, 1943




Manhattan Bond Fund, Inc. T {

Face ;
Value Security .
$729,000 Alleghany Corporation, Twenty-Year Collateral Trust Convertible Bonds..J.......
512,000 American Power & Light Company, Gold Debenture Bonds A
810,000 Atlantic Coast Line Railroad Company, General Unified Mortgage Fxftﬁear;(
Bonds, Series “A”
372,000 The Baltimore and Ohio Railroad Company, First Mortgage Fifty Year Golﬁ Bolid
600,000 The Baltimore and Ohio Railroad Company, Pittsburgh, Lake Erie and Vw Vir;
Refunding Mortgage Gold Bonds
189,000 Brooklyn Union Gas Company, Twenty-Year Debenture Bonds :
31,000 Canadian Pacific Railway Company, Twenty-Five Year Collateral Trust Gbld Yo
964,000 Central Pacific Railway Company, Thirty-Five-Year Guaranteed Gold Bggds...|..
241,000 Certain-Teed Products Corporation, Twenty-Year Sinking Fund Gold Debenture,
764,000 Chicago, Burlington & Quincy Railroad Company, First and Refunding Moxgag{
Bonds, Series “B”,
83,000 Chicago Great Western Railway Company, First Mortgage Bonds, Series T
184,000 Chicago, Terre Haute and Southeastern Railway Company, First and Refunding JA.
Year Gold Bonds
335,000 Cities Service Company, Convertible Gold Debentures
128,000 The Cleveland Union Terminals Company, First Mortgage Sinking Fund (‘WBO \d
225,000 The Cleveland Union Terminals Company, First Mortgage Sinking Fund Goli! Bojid
108,000 Continental Gas & Electric Corporation, Gold Debentures, Series “A”.........4...... k.
33,000 Gulf, Mobile and Northern Railroad Company, First Mortgage Gold Bonwex e
23,000 Gulf, Mobile and Ohio Railroad Company, First and Refunding Mortgage ;ond|,
234,000 Hlinois Central Railroad Company, Refunding Mortgage Gold Bonds. ..
293,000 Illinois Central Railroad Company, Refunding Mortgage Gold Bonds.
533,000 Illinois Central Railroad Company, Refunding Mortgage Gold Bonds
26,000 Iilinois Power and Light Corporation, 30-Year Sinking Fund Debenture Goid Blin
460,000 Interstate Power Company, First Mortgage Gold Bonds
770,000 The Kansas City Southern Railway Co., Refunding and Improvement Mojtgag
156,000 New England Gas and Electric Association, Convertible Gold Debenture = ®=ds}...
192,000 New England Gas and Electric Association, Convertible Gold Debenture Bpnds}.
220,000 New England Gas and Electric Association, Convertible Gold Debenture Hinds}.
322,000 New Orleans Great Northern Railway Company, First Mortgage Fifty-Yeag Bof
31,000 New Orleans and Northeastern Railroad Company, Series “A” Refundifigf and -
Mortgage Gold Bonds
428,000 The New York Central Railroad Co., Refunding and Improvement Mortgag§ Bojd:
507,000 The New York Central Railroad Co., Refunding and Improvement Mortg hd
762,000 The New York, Chicago and St. Louis Railroad Company, Refunding gad:
Series “A”
863,000 Northern Pacific Railway Company, Refunding and Improvement Mortgagd Bo!
778,000 Pere Marquette Railway Company, First Mortgage Gold Bonds, Series “Gig..Js..
65,000 Pere Marquette Railway Company, First Mortgage Gold Bonds, Series “A
273,000 The Southern Indiana Railway Company, First Mortgage Gold Bonds
63,000 Southern Pacific Company, Gold Bonds -
538,000 Southern Railway Company, Development and General Mortgage Gold Bdwp¥ r
23,000 Southwestern Power & Light Company, Gold Debenture Bonds, Series “A”.
559,000 Standard Gas and Electric Company, Gold Debentures, Series “A” 3
136,000 The Texas and Pacific Railway Company, General and Refunding Morzag|
Series “B” v
308,000 The Texas and Pacific Railway Company, General and Refunding Morvgag‘ |
Series “C”
356,000 The Texas and Pacific Railway Company, General and Refunding Mmg |
Series “D” %
207,000 Utah Power & Light Company, Grﬂd Debenture Bonds, Series “A”
438,000 The Western Union Telegraph Company, Thirty-Year Gold Bonds.
100,000 United States of America Treasury Notes, Series “B”....

Total




T Investments, January 31, 1943
i Interest Value Based on Closing
+ Rate Maturity Cost Market Quotations
Bjnds..} 5 % 1949 $ 524,911.25 $ 564,975.00
+i = PR 6 2016 496,735.00 503,040.00
. Fifty™ear Coupon
: ' 472 1964 488,503.75 536,625.00
ezf Golll Bonds......cccousesunes 4 1948 218,475.00 229,245.00
aljd % Virginia System,
4 1951 306,652.50 319,500.00
5 1950 152,012.50 168,682.50
I} 5 1954 24,307.50 30,690.00
ol el 1960 499,544.00 573,580.00
d levlllentures, (S;:)l]'z;'c“A”"” 5% 1948 206,728.75 231:360.00
nj ortgage oupon
‘ 412 1977 525,213.75 534,800.00
\" e; T Mn .......... Fft 4 1988 53,927.50 58,100.00
efunding Mortgage Fifty
5 1960 114,248.75 126,960.00
i G'aén;o ds, Series “A” iy 1972 206:490.00 235,840.00
an| nds, Series 4 i i
il Goli! Bonds, Series “B” 5 1973 150’,961.25 154:125.00
s - = g 1958 88,032.50 94,500.00
1 | onih.‘ eries “C’ x 1950 25,518,715 29,700.00
rtfage ponds, Series “B”... 4 1975 13,590.00 16,531.25
1s 4 1955 112,360.00 118,755.00
1s 43 1966 135,122.50 133,315.00
is 5 1955 285,473.25 313,137.50
ule Goid Bonds.......ccccue. 5% 1957 22,631.25 25,480.00
5 1957 328,612.50 362,825.00
enf Mogtgage Gold Bonds § 1950 530,543.25 569,800.00
nthre M ds.. s 8 1947 105,418.75 85,800.00
ntpre 5 1948 124,876.25 105,600.00
nthre Bhnds... 5 5 1950 145,710.00 121,000.00
ffry Ydf.a Bogdsl, Series “A” 5 1983 244,840.00 258,405.00
fupdifgf and Improvement
4y 1952 21,428.75 27,435.00
Toftgagd Bonds, Series “A” 414 2013 240,691.25 217,745.00
loftgach Bonds, Sle:iries L 2013 293,761.25 281,385.00
ing ofigage Gold Bonds,
514 1974 529,679.50 609,600.00
loikgagd Bonds, Series “B” 6 2047 533,817.00 587,918.75
rig} A 414 1980 486,006.25 473,607.50
i 1956 48,742.50 50,862.50
1951 139,418.75 159,022.50
1969 34,211.25 35,358.75
1956 447,123.75 507,737.50
2022 22,367.50 22,367.50
= v 1951 402,263.75 394,095.00
ng | Mordzage onds,
: 5 1977 91,528.75 97,750.00
ng{Mor§zage Gold Bonds,
2 5 1979 207,414.00 220,990.00
ug! Mmgc Gold Bonds,
5 1980 236,512.00 253,205.00
[3 2022 195,517.50 200,790.00
5 1960 311,806.25 378,870.00
1% 1946 100,000.00 100,250.00

$10,631,895.50 $11,280,998.75




Auditors’ Report

To the Board of Directors and the Stockholders,
Manhattan Bond Fund, Inc.:

We have examined the balance sheet of Manhattan Bond
Fund, Inc. (including the schedule of investments) as at
January 31, 1943 and the related statement of income and
security profit and loss, paid-in surplus and supplementary
information for the year ended that date, have reviewed the
system of internal control and the accounting procedures of
the Company, and, without making a detailed audit of the
transactions, have examined or tested accounting records of
the Company and other supporting evidence by methods and
to the extent we deemed appropriate. Securities owned at
January 31, 1943, as shown on the accompanying schedule
of investments (except securities purchased, not yet received)
were counted by us and in addition we obtained a confirma-
tion from the custodian that it held such securities for the
account of the Company on that date. The securities pur-
chased, not yet received, were confirmed to us by brokers.

In our opinion, the accompanying balance sheet (including
the schedule of investments) and the related statement of
income and security profit and loss, paid-in surplus and sup-
plementary information, including notes thereto, fairly pre-
sent the position of Manhattan Bond Fund, Inc. at January
31, 1943 and the results of its operations for the year ended
that date, in conformity with generally accepted accounting
principles applied on a basis consistent with that of the
preceding year.

PrANKARD & ZIMMERMANN
Certified Public dccountants

New York, N. Y.
February 13, 1943.




Balance Sheet, January 31, 1943

MANHATTAN BOND FUND, INC.

(Incorporated in Delaware)

ASSETS
CasH oN DEeposIT $  59,685.38
INvVESTMENTS—At value based on closing market quotations- (Cost of
specific certificates held, $10,631,895.50) 11,280,998.75
RECEIVABLE FOR INTEREST ACCRUED AND INTEREST PURCHASED....cmc 235,172.43
RECEIVABLE FROM WHOLESALE DISTRIBUTOR FOR CAPITAL STOCK SOLD,
Not YET DELIVERED 63,910.27
DeFERRED CHARGES : 2,417.77
Total $11,642,184.60
LIABILITIES
PAYABLE FOR CAPITAL STocK REPURCHASED, NoT YET RECEIVED. $ 4,577.00
PAyABLE FOR SecURITIES PURCHASED, Nor YET RECEIVED. 32,463.61
Accruep TAXes AND AccouNTts PAvasLe (Note 1) 13,055.35
CaPITAL STOCK AND SURPLUS (Equivalent to $7.19 per share on 1,612,635
shares outstanding) :
Capital stock of $.10 par value:
Authorized 7,500,000 shares — Issued or subscribed
(less 640 shares in treasury) 1,612,635 shares
(Note 2) $ 161,263.50
Paid-in surplus 10,761,043.62
“Ordinary distribution account” balance ................ 12,915.94
Security profits surplus 7,762.33
Excess of value of investments based on closmg market
quotations over COst thereof ... 649,103.25  11,592,088.64
Total $11,642,184.60

Nores T0 FINANCIAL STATEMENTS:

(1) No Federal income tax has been accrued for the year ended January 31, 1943
since the Company believes that it has distributed all of its taxable income for
such year in taxable dividends (including capital gain dividends) and has
qualified as a “regulated investment company” under Section 361 of the Internal
Revenue Code.

(2) The par value of treasury stock ($64.00) has been charged against capital
stock account,




Statement of Income and Security Profit & Loss

FOR THE YEAR ENDED JANUARY 31, 1943

“QOrdinary Distribution Account” (As defined in the charter) :

Income—Interest on bonds $ 692,333.71
Expenses:
Research and advisory fee. $ 47,235.56
Federal capital-stock and State franchise taxes............ 10,686.00
Custodian’s fees and expenses 9,888.08
Salaries—Officers and clerical 8,118.90
Legal and auditing fees 6,381.82
Transfer agent’s fees and expenses ... 3,763.69
Reports to stockholders 3,544.64
Distribution disbursing charges 3,510.04
Expenses in connection with prospectus 1,156.00
Fees and expenses incidental to complying with various
State Blue Sky Laws 842.08
Directors’ fees 860.00
Registrar’s fees and expenses 666.00
Miscellaneous 4,386.17
Total $101,038.98
Deduct—Repurchase charges 2,024.82 99,014.16
Net income (exclusive of security profits and 1088€8) ... $ 593,319.55
Add:
Balance, January 31, 1942 6,883.10

Equalization credits (portion of amounts received for capital stock
sold, less comparable amounts paid for capital stock repurchased,
representing the equalization of the per-share amounts of the
“ordinary distribution account” at dates of sales and repurchases

of capital stock) 14,635.61
Total $ 614,838.3

Deduct—Cash distributions to stockholders of $.11 a share each paid
April 15, July 15 and October 15, 1942 and $.10 a share paid

January 15, 1943 601,922.3%
Balance, January 31, 1943 $ 12,915.%

Security Profits Surplus (Computed on the basis of identifying the
cost of specific certificates) :

Balance, January 31, 1942 $ 17,1369
Net profit from sales of securities (after deducting losses of $48,153.54) 104,440.84
Total $ 121,577.7

Deduct—Cash distributions to stockholders of $.02 a share paid
October 15, 1942 and $.03 a share each paid April 15, 1942 and

January 15, 1943 113,815.44
Balance, January 31, 1943 $ 776238

Excess of Value of Investments Based on Closing Market Quota-
tions Over Cost Thereof:

Balance, January 31, 1942 $ 353,735.0
Increase during the year 295,368.2:

Balance,” January 31, 19435, it imamed. e S 649, 10N
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Statement of Paid-in Surplus

FOR THE YEAR ENDED JANUARY 31, 1943

Balance, January 31, 1942 $7,955,450.45
Amounts received or receivable on subscriptions to capital stock, ex-

clusive of the par value of such stock and after deducting equalization

credits ($16,601.87) included in “ordinary distribution account”...... 3,263,109.99

Total $11,218,560.44

Deduct:

Amounts paid or payable on repurchases of capital stock
(before deducting repurchase charges of $2,024.82),
exclusive of the par value of such stock and after
deducting equalization debits ($1,966.20) charged to
“ordinary distribution account”

Fees and expenses incidental to the registration and
qualification of shares of capital stock for sale. =

$455,599.82

1,917.00 457,516.82
$10,761,043.62

Balance, January 31, 1943

SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED JANUARY 31, 1943

PURCHASES AND SALES OF INVESTMENT SECURITIES

Purchases and sales of investment securities, other than Government securities,
aggregated $3,885,605.50 and $1,217,664.59, respectively.

COMPENSATION OF OFFICERS AND DIRECTORS

During the year ended January 31, 1943, the Company paid research and advisory
fees of $47,235.56 to Manhattan Foundation, Inc., salaries of $4,088.46 to officers, and
fees of $860.00 to directors. Certain directors of Manhattan Foundation, Inc. are also
officers or directors of Manhattan Bond Fund, Inc.

This Report is authorized only for distribution to shareholders and others who have
received a copy of the official prospectus of Manhattan Bond Fund, Inc., by which
all offerings are made.

11
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The President’s Letter

To OUR SHAREHOLDERS:

There appear on subsequent pages of this report detailed
statements covering the operations of your Corporation for the
nine months ended October 31, 1943 and its condition as of that
date, together with a report of your Corporation’s auditors,
Messrs. Prankard & Zimmermann, Certified Public Accountants.

While covering only nine months, this report is, in effect, an
annual report. With the consent of the Internal Revenue Depart-
ment, the Dircctors have fixed the fiscal year end of the Com-
pany at October 31 instead of on January 31 as previously. Prior
to this change, not all of the dividend payments made by the
Fund in its fiscal year fell in the same calendar year, which com-
plicated tax accounting and made it more difficult to give timely
information to stockholders concerning the tax status of their
dividends. Since dividends are paid on the fifteenth days of
January, April, July and October, the disbursements for each
fiscal year will henceforth fall in one calendar year.

RECORD OF PROGRESS

Since the close of the previous fiscal year on January 31, 1943
your Corporation has enjoyed substantial growth, not only in
net assets, but in shareholders and in shares outstanding. In the
nine months’ period covered by this report, total net asset value
advanced from $11,592,088.64 to $14,789,599.14, investment
holdings at market increased from $11,280,998.75 to $14,474,-
163.75 and excess of market value of investments over cost, or
“unrealized appreciation”, rose from $649,103.25 to $1,889,822.75.
Each of these figures is larger than any previously reported to
shareholders during the life of the Fund.

INCOME AND EXPENSES

Bond interest earned during the nine months amounted to
%623,535.31. All bonds owned paid full interest when due. Net
operating expenses amounted to $92,495.65, and the amount
available for distribution in the Ordinary Distribution Account
was $553,649.40, after adjustment for opening balance and
net equalization credits. Three quarterly payments, totaling
$546,813.26, were made from this account in the form of
ordinary distributions of eleven cents per share each on April
15 and July 15, and ten cents per share on October 15. In addi-
tion, extraordinary distributions were declared and paid on each
of these dates, the amounts being three cents per share, seven
cents per share and fifteen cents per share, respectively. These
extraordinary distributions were derived from net profits on
bonds disposed of through sale, tender or call. Extraordinary
distributions paid in the nine months under review were larger




than those disbursed in any previous full fiscal year, and we wish
to emphasize that the payment of extraordinary dividends cannot
be predicted as to occurrence or amounts, since they are governed
by the net realized profits, if any, which may be available.
TAX INFORMATION

Your Corporation files its tax returns as a “regulated” invest-
ment company, thus freeing itself from liability for federal income
taxes, provided it pays all its net earnings and profits to share-
holders as taxable dividends and complies with the other require-
ments prescribed for regulated companies. It is believed that these
requirements have been fully met and that the Fund has no
federal income tax liability for the period under review. We set
forth below a schedule of the dividends paid in the calendar
year 1943 in terms of cents per share, together with the tax
allocation of these dividends as computed by your Corporation’s

auditors. Taxable as Taxable as
Total Ordinary Capital Gains

Dividend Dividend Dividend
January 15, 1943......... $.13 $.1029 $.0271
April 15, 1943 .14 1110 0290
July 15, 1943 .18 1123 .0677
October 15, 1943 ........ 25 .1048 1452
TOTALS . -M)_ $.4310 $.2690

The amounts shown to be taxable as capital gains dividends should
be treated in the shareholder’s income tax return in the same
manner as gains on securities held for longer than six months.
Only fifty per cent of such dividends are taxable, and the max-
imum rate applicable is also fifty per cent. To put it another
way, the shareholder, in effect, pays one-half his regular tax rates
on the total amount of his capital gains dividends, but in no
event more than twenty-five per cent of such dividends.

PORTFOLIO OPERATIONS
There follows a list of the bonds added to or eliminated from
the portfolio during the fiscal period under review:
ADDITIONS
Baltimore and Ohio R.R. Co. First 5s, 1948 (Stamped)
Chicago, Burlington & Quincy R.R. Co. First & Ref. 5s, 1971
New York, Chicago & St. Louis R.R. Co. Ref. 4145, 1978
Southern Pacific Company 4%4s, 1981
Standard Gas & Electric Co. Debenture 6s, 1966
Ann Arbor Railroad Co. First 4s, 1995
Cleveland Union Terminal Co. First 4%4s, 1977
United States Treasury 2s, 1951-53
ELIMINATIONS
Baltimore and Ohio R.R. Co. First Mortgage 4s, 1948
Pere Marquette Ry. Co. First Mortgage 5s, 1956
Gulf, Mobile & Northern R.R. Co. First 5s, 1950
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GENERAL

At the time of writing this letter securities prices have receded
somewhat from the levels prevailing in the Summer and early
Fall. This recession is generally ascribed to the belief that the
European phase of the war at least may soon be over, and that
American corporations are not vet sufficiently prepared for the
reconversion problems which would arise.

In our opinion, peace at the earliest possible moment is urgently
to be desired, not only from the standpoint of humanity but also
as the necessary base for sound prosperity. How soon it may come
we do not know, but popular optimism has been countered by
official warnings. The American people have been told from
highest quarters, both here and abroad, that an early collapse of
Germany, while possible, is unlikely. In any event, we believe
it should be kept in mind that the war in the Pacific still has a
considerable period to run in the opinions of practically all quali-
fied observers. Thus, the deceleration of war production and the
return of manufacturing facilities to peace time uses should be
gradual, permitting the effective application of the reconversion
plans now being made by both industry and government. If we
may judge by the pattern at the close of World War I, there
seems little reason to believe that the dislocaticn at the war’s end
will be either severe or of long duration, and, if we follow that
same pattern further, we will see that a brief period of hesitation
was followed by a rising tide in business and securities prices.

In the previous report of your Corporation which was issued
three months ago, the record of the Fund since its inception and
the investment philosophy of the management were discussed in
considerable detail. We should be glad to send copies of that
report on request to those sharcholders who have joined us in
the interim.

Respectfully submitted,
Hucu W. Long, President

By order of the Board of Directors,
November 15, 1943

—_————

Enclosed with this report are a notice of the annual meeting
of the Fund, a proxy and a proxy statement. If you cannot attend
the meeting in person MAY WE URGE THAT YOU SIGN
AND RETURN THE PROXY PROMPTLY? A majority of
the outstanding stock is required for a quorum. Failure to secure
a quorum on the first mailing of proxies burdens the Fund with
additional expense and may require postponement of the meeting.
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Manhattan Bond Fund, Inc.
Face -
Value Security
$ 455,000 Alleghany Corporation, Twenty-Year Collateral Trust Convertible Bondl =3
527,000 American Power & Light Company, Gold Debenture Bonds "= |
25,000 The Ann Arbor Railroad Company, First Mortgage Gold Bonds
1,016,000 Atlantic Coast Line RR Co., General Unified Mtge. Fifty Year Coupon Gold B‘m
400,000 The Baltimore and Ohio Raxltoad Company, First Mortgage Fifty Year Gold Bojd
649,000 ‘The Baltimore and Ohio Railroad Company, Pittsburgh, Lake Erie and Wert v rg
Refunding Mortgage Gold Bonds (Stamped)
303,000 The Brooklyn Union Gas Company, Twenty-Year Debenture Bonds ... 3
31,000 Canadian Pacific Railway Company, Twenty-Five Year Collateral Trust Lgld |B:
949,000 Central Pacific Railway Company, Thirty-Five-Year Guaranteed Gold Bonds...J_
115,000 Certain-teed Products Corporation, Twenty-Year Sinking Fund Gold Debentures, jie
81,000 Chicago, Burlington & Quincy RR Co., First and Ref. Mtge. Gold Coupon Boads, Jie
805,000 Chicago, Burlington & Quincy RR Co., First and Ref. Mtge. Gold Coupon Bussds, |3¢
200,000 Chicago, Great Western Railway Company, First Mortgage Bonds, Series A ..
174,000 Chicago, Terre Haute and Southeastern Railway Company, First and Refundir
Fifty Year Gold Bonds
310,000 Citiea Service Company, Convertible Gold Debentures o~
284,000 The Cleveland Union Terminals Co., First Mortgage Sinking Fund Gold Bouds, {ie
493,000 The Cleveland Union Terminals Co., First Mortgage Sinking Fund Gold Boads, {3
30,000 The Cleveland Union Terminals Co., First Mortgage Sinking Fund Gold B,“s, ie
209,000 Continental Gas & Electric Corporation, Gold Debentures, Series A . |
23,000 Gulf, Mobile and Ohio Railrecad Company, First and Refunding Mortgage Bonds,
100,000 Illinois Central Railroad Company, Refunding Mortgage Gold Bonds -
775,000 Illinois Central Railroad Company, Refunding Mortgage Gold Bonds . ._.mem) .
293,000 Illinois Central Railroad Company, Forty-Year Gold Bonds .. A
26,000 Illinois Power and Light Corporation, 30-Year Sinking Fund Debenture Gold Bdn
460,000 Interstate Power Company, First Mortgage Gold Bonds
904,000 The Kansas City Southern Railway Co., Refunding and Improvement Masmragh
156,000 New England Gas and Electric Association, Convertible Gold Debenture Binds)—
192,000 New England Gas and Electric Association, Convertible Gold Debenture Bonds)-.
220,000 New England Gas and Electric Association, Convertible Gold Debenture Binds).
378,000 New Orleans Great Northern Railway Company, First Mortgage Fifty-Yelﬂon Is
31,000 New Orleans and Northeastern Railroad Company, Ref. and Imp. Mtge. Gold Bord:
425,000 The New York Central Railroad Co., Refunding and Improvement Mortgage B¢n
659,000 The New York Central Railroad Co., Refunding and Improvement Monw B{n
564,000 The New York, Chicago and St. Louis RR Co., Ref. Mtge. Gold Bonds, Series AJ.-
265,000 The New York, Chicago and St. Louis RR Co., Ref. Mtge. Gold Bonds, Serits CJ.-
989,000 Northern Pacific Railway Company, Refunding and Improvement Mortgage Bonjls
942,000 Pere Marquette Railway Company, First Mortgage Gold Bonds, Series -
123,000 The Southern Indiana Railway Company, First Mortgage Gold Bonds_— |-
143,000 Southern Pacific Company, Gold Bonds
48,000 Southern Pacific Company, Gold Bonds
726,000 Southern Railway Company, Development and General Mortgage Gold B3¥, de
23,000 Southwestern Power & Light Company, Gold Debenture Bonds, Series A . |-
747,000 Standard Gas & Electric Company, Gold Debentures, Series A £
92,000 Standard Gas & Electric Company, Gold Debentures, Series B.. -
145,000 The Texas and Pacific Ry. Co., General and Refunding Mortgage Gold Bonz, Seli
367,000 The Texas and Pacific Ry. Co., General and Refunding Mortgage Gold Bonds, Seji
404,000 The Texas and Pacific Ry. Co., General and Refunding Mortgage Gold Bond!, Sejic
244,000 Utah Power & Light Company, Gold Debenture Bonds, Series A am— |-
187,000 The Western Union Telegraph Company, Thirty Year Gold Bonds — . }-.
100,000 United States of America Treasury Notes, Series B E.
200,000 United States of America Treasury Bonds
Total _ 3
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Investments, October 31, 1943
— Interest Value Based o7 Closing
Rate Maturity Cost Market Quotations
BPIIdl 5 % 1949 $ 344,665.00 $ 450,450.00
. o 6 2016 512,672.50 547,421.25
4 1995 18,042.50 19,343.75
in Gold Bonds, Series A 414 1964 630,308.75 701,040.00
af Gold Bonds (Stamped) 5 1948 294,078.75 289,000.00
nfl Virginia System,
i 4 1951 334,375.00 420,227.50
4 > 1950 261,612.50 292,395.00
fust Sold Bonds .. 5 1954 24,307.50 32,511.25
B BonRgi ot S 1960 515,553.75 640,575.00
)dbentures, Series A........ 5% 1948 100,255.00 115,287.50
>¢n Bonds, Series Aeee. 5 1971 71,883.75 73,203.75
pIn Damads, Series B....... 414 1977 559,126.25 668,150.00
| s CLIF Vs T SR R S 1988 145,223.75 152,000.00
apd Refunding Mortgage
5 1960 117,472.50 130,500.00
‘ e 5 1950 238,182.25 301,475.00
oid Bonds, Series A.. 5% 1972 248,851.25 266,960.00
o/d Bonds, Series B.. 5 1973 357,896.25 419,050.00
old B&s, Series C.. 4 1977 22,533.75 23,250.00
5 1958 187,051.25 207,955.00
sage Bfnds, Series B_.... 4 1975 13,590.00 20,642.50
] - 4 1955 51,061.25 60,375.00
| - S 1955 442,225.75 511,500.00
43 1966 135,122.50 146,133.75
1 Gold Bonds—— .. 51 1957 22,631.25 26,487.50
5 1957 328,612.50 428,950.00
n| Ma#mage Gold Bonds 5 1950 630,520.75 666,700.00
tjre Bonds. 5 1947 105,418.75 109,980.00
tire Bonds____..__. = 5 1948 124,876.25 136,800.00
e Binde - _ - 3§ 1950 145,710.00 155,100.00
y[Yed®™Bonds, Series A 5 1983 295,095.00 363,825.00
e| Gold Bonds, Series A_. 41 1952 21,428.75 28,985.00
Iyrtgage Bonds, Series A 41 2013 240,658.75 240,656.25
A It aea Bonds, Series C 5 2013 389,527.50 420,112.50
ShSermetA . _ s51/ 1974 422,376.75 547,080.00
BSergs C——_ - 41/ 1978 199,721.25 229,225.00
1igage Bonds, Series B.. 6 2047 632,224.50 778,837.50
e} Compu . SRy 1980 631,015.00 695,902.50
¢ 4 1951 69,296.25 91,942.50
E 44 1969 84,736.25 86,872.50
4% 1981 28,970.00 29,160.00
1] B3, Series A 6% 1956 631,767.50 715,110.00
AL —_— 6 2022 22,367.50 23,920.00
6 1951 554,961.25 648,956.25
6 1966 74,598.75 79,810.00
d|Bonds, Series B 5 1977 98,887.50 117,450.00
diBonds, Series C.—___  § 1979 255,576.50 295,435.00
1Bonds, Series D......._ 5 1930 275,662.00 323,705.00
a6 2022 232,016.25 255,590.00
k| 5 1960 139,592.50 187,000.00
1% 1946 100,000.00 100,875.00
2 1951-53 200,000.00 200,250.00

$12!52§1f,341.00

$14,474,163.75

. o
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Awuditors’ Report

To the Board of Directors and the Stockholders,
Manhattan Bond Fund, Inc.:

We have examined the balance sheet of Manhattan Bond
Fund, Inc. (including the schedule of investments) as at
October 31, 1943 and the related statements of income and
security profit and loss, paid-in surplus and supplementary
information for the nine months ended that date, have
reviewed the system of internal control and the accounting
procedures of the Company, and, without making a detailed
audit of the transactions, have examined or tested account-
ing records of the Company and other supporting evidence,
by methods and to the extent we deemed appropriate.
Securities owned at October 31, 1943 as shown on the
accompanying schedule of investments (except securities
purchased, not yet received) were counted by us and in
addition we obtained a confirmation from the custodian
that it held such securities for the account of the Company
on that date. The securities purchased, not yet received,
were confirmed to us by brokers.

In our opinion, the accompanying balance sheet (includ-
ing the schedule of investments) and the related statements
of income and security profit and loss, paid-in surplus and
supplementary information, including the notes thereto,
fairly present the position of Manhattan Bond Fund, Inc.
at October 31, 1943 and the results of its operations for
the nine months ended that date, in conformity with gen-
erally accepted accounting principles applied on a basis
consistent (except for the change, which was made with
our approval, in the method of allocating Federal capital-
stock tax described in the note to the statement of income
and security profit and loss) with that of the preceding year.

PraNKARD & ZIMMERMANN

Certified Public Accountants
New York, N. Y.

November 12, 1943.
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Balance Sheet, October 31, 1943

MANHATTAN BOND FUND, INC.

(Incorporated in Delaware)

ASSETS
Cast oN DEMAND DErosiT $ 83,78441
INVESTMENTS—At value based on closing market quotations (Cost of
specific certificates held, $12,584,341.00) 14,474,163.75
RECEIVABLE FOR INTEREST ACCRUED AND INTEREST PURCHASED ..o 241,992.23
RECEIVABLE FROM WHOLESALE DISTRIBUTOR FOR CAPITAL STOCK SOLD,
Nor YET DELIVERED 102,273.42
DEereRRED CHARGES 2,801.27
Total $14,905,015.08
LIABILITIES
PAYABLE FOR CAPITAL STOCK REPURCHASED, Nor YET RECEIVED. ¢ 1190708
PAYABLE FOR SECURITIES PURCHASED, NoT YET RECEIVED o 84,589.44
AccrUED TAXES AND ACCOUNTS PAYABLE (Note 1) o 18,919.45
CAPITAL STOCK AND SURPLUS (Equivalent to $7.94 per share on 1,862,165
shares outstanding) :
Capital stock of $.10 par value—Authorized 7,500,000
shares; issued or subscribed (less 2,539 shares in
treasury) 1,862,165 shares (Note 2) .o $ 186,216.50
Paid-in surplus 12,705,328.42
“Ordinary distribution account” balance — 6,336.22
Security profits surplus 1,395.25
Excess of value of investments based on closing mar-
ket quotations over cost thereof e 1,889,822.75 14,789,599.14
Total $14,905,015.08

Nores:

(1) No Federal income tax has been accrued for the nine months ended October
31, 1943 since the Company believes that it has distributed all of its taxable
income for such period in taxable dividends (including capital gain dividends)
and has qualified as a “regulated investment company” under Section 361 of the
Internal Revenue Code.

(2) The par value of treasury stock ($253.90) has been charged against capital
stock account.




]
Statement of Income and Security Profit & Loss

FOR THE NINE MONTHS ENDED OCTOBER 31, 1943

“Ordinary Distribution Account” (As defined in the charter):

Income—Interest on bonds ... § 623,535.31
Expenses:

Research and advisory fee $49,636.41

Federal capital-stock and State franchise taxes (See note)..  11,300.00

Custodian’s fees and exp 9,286.96

Salaries—Officers and clerical 7,336.78

Legal and auditing fees 4,397.02

Reports to stockholders 3,709.66

Transfer agent’s fees and €Xpenses e 3,391.02

Distribution disbursing charges oo 3,172.94

Miscellaneous 4,945.89

Total $97,176.68

Deduct—Repurchase charges 4,681.03 92,495.65
Net income (exclusive of security profits and 1088€8) ..o . $ 531,039.66
Add:

Balance, January 31, 1943 12,915.94

Equalization credits—Net (portion of amounts received for capital
stock sold, less comparable amounts paid for capital stock repur-
chased, representing the equalization of the per-share amounts
of the “ordinary distribution account” at dates of sales and repur-

chases of capital stock) 9,693.88
Total $ 553,649.48
Deduct—Cash distributions to stockholders of $.11 a share each paid
April 15 and July 15, 1943 and $.10 a share paid October 15, 1943 546,813.26
Balance, October 31, 1943 $ 683622

Security Profits Surplus (Computed on the basis of identifying the
cost of specific certificates sold):
Balance, January 31, 1943 $ 776233
Net profit from sales of securities (less $10,000.00 provision for
Federal capital-stock and declared value excess-profits taxes —

See note) 432,865.02
Total $ 440,627.35

Deduct—Cash distributions to stockholders of $.03 a share paid April
15, 1943, $.07 a share paid July 15, 1943 and $.15 a share paid

October 15, 1943 439,232.10
Balance, October 31, 1943 $ 139525

Excess of Value of Investments Based on Closing Market Quota-
tions Over Cost Thereof:

Balance, January 31, 1943 $ 649,103.25
Increase during the period 1,240,719.50
Balance, October 31, 1943 $1,889,822.75
L — |

Nore:

Of the total provision during the period of $15,184.00 for Federal capital-stock
tax, $5,509.00 has been charged against security profits. Prior to February 1,
1943 such taxes were charged against income in the “ordinary distribution
account”.

10



Statement of Paid-in Surplus

FOR THE NINE MONTHS ENDED OCTOBER 31, 1943

Balance, January 31, 1943 $10,761,043.62

Amounts received or receivable on subscriptions to capital stock, ex-
clusive of the par value of such stock and after deducting equaliza-
tion credits ($14,967.62) included in “ordinary distribution account” 3,146,645.19

Total $13,907,688.81

Deduct:

Amounts paid or payable on repurchases of capital
stock (before deducting repurchase charges of
$4,681.03), exclusive of the par value of such stock
and after deductmg equalization debits ($5,273.74)

charged to ordmary distribution account” ........... $1,201,775.39
Fees and expenses incidental to the regxstratlon and
qualification of shares of capital stock for sale.-.. 585.00 1,202,360.39
Balance, October 31, 1943 $12,705,328.42

SUPPLEMENTARY INFORMATION
FOR THE NINE MONTHS ENDED OCTOBER 31, 1943

PURCHASES AND SALES OF INVESTMENT SECURITIES

Purchases and sales of investment securities, other than Government securities,
aggregated $3,397,557.50 and $2,086,597.02, respectively.

COMPENSATION OF OFFICERS AND DIRECTORS

During the nine months ended October 31, 1943, the Company paid research and
advisory fees of $49,636.41 to Manhattan Foundation, Inc., salaries of $3,100.00 to
officers, and fees of $720.00 to directors. Certain directors of Manhattan Foundation,
Inc. are also officers or directors of Manhattan Bond Fund, Inc.

This Report is authorized for distribution only to shareholders and others who have
reccived a copy of the official prospectus of Manhattan Bond Fund, Inc., by which
all offerings are made.
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Dividend and Price Record

Estra- Annual Renge of
Date Dividends Ordimary Ordinary Offering Prices
High Loew
—1938—
Oct. 15 Dividend No. 1 $... § .12 $8.25 $7.00
~1939—
Jan. 16 Dividend No. 2 12
Apr. 15 Dividend No. 3 .05 12
Jul. 13 Dividend No. 4 02 A1 e sl Ay
Oct. 16 Dividend No. § A1
—1940—
Jan. 15 Dividend No. 6 .07 11
Apr. 15 Dividend No. 7 .02 .10
Juls1s Dividend No. 8 .10 e i s
Oct. 15 Dividend No. 9 .10
—1941—
Jan. 15 Dividend No. 10 .02 Jf
Apr. 15 Dividend No. 11 11
.51 .21 18
Jui 15 Dividend No. 12 v b $ » 4
Oct. 15 Dividend No. 13 .05 11
—1942—
Jan. 15 Dividend No. 14 .02 4B
Apr. 15 Dividend No. 1§ .03 11
.51 8 7.11
Jul. 15 Dividend No. 16 a1 1 Yik $
Oct. 15 Dividend No. 17 .02 11

—1943—
Jan. 15 Dividend No. 18 .03 .10
Apr. 15 Dividend No. 19 .03 11
.70 .00* 53¢
Jul. 15 Dividend No. 20 .07 A1 2 ad i
Oct. 15 Dividend No. 21 A5 .10
*To October 31.

Dividends paid to shareholders during
this five year period have totalled —

$2,934,474.15
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< DIRECTORS AND OFFICERS

Hugh W. Long, director and president, is a
director of Fundamental Investors, Inc., and
Investors Fund C, Inc, a general partner
of Manhattan Research Associates, president
and director of Hugh W. Long & Co., Inc.,
and of New York Stocks, Inc.

William H. Lough, director, is president of
Trade-Ways, Inc., market and management
counsel.

Solwin W. Smith, director, is president of
Robert S. Smith Corp., owners and operators
lof real estate.

Clarence J. Reese, director, is president of
Continental Motors Corp., Detroit, Mich.

Thomas F. Chalker, director and secretary-
treasurer, is an officer and director of Hugh
W. Long & Co., Inc., and New York Stocks,
Inc, and a general partner of Manhattan
Research Associates.

Paul Bartholet, executive vice-president, is
an officer of Hugh W. Long & Co., Inc., and
New York Stocks, Inc., and a general partner
of Manhattan Research Associates.

Vernon 8. Vivian, vice-president, is an officer
of Hugh W. Long & Co., Inc., and New York
Stocks, Inc., and a general partner of Man-
hattan Research Associates.

George T. Moeschen, assistant vice-president,
is head of the department executing orders
in portfolio securities. He is an officer of
New York Stocks, Inc.

Oscar P. Rentel, assistant secretary and as-
sistant treasurer, is also an officer of New
York Stocks, Inc.

NOTICE OF SOLICITATION OF PROXIES
Proxies will be requested at a later time for use at the annual meeting
of your corporation. A proxy statement will be mailed about December
10, 1945 with the notice of such meeting.
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It is our concept that each shareholder of the Fund has availed
himself of an investment management service for that part of his
capital on which he needs:

1. Better income than is provided by savings accounts or highest
grade bonds.

2. Greater regularity of income than common stocks provide.

3. Greater protection against loss of principal than is afforded
by common stocks.

Management of the Fund’s investments, which are limited to
bonds, is directed toward these objectives.

THREE

PERCENT CHANGE

FISCAL YEAR TOTAL ASSETS IN ASSET VALUE
ENDING NET ASSETS PER SHARE PER SHARE EACH YEAR*

JAN. 31,1939 $ 75731218 $692

JAN. 31, 1940 4,056,631.38 666 - 173%

JAN. 31,1941 7,507,227.59 707 + 676

JAN. 31, 1942 8,452,62808 7.08 + 113

JAN. 31,1943 11,592,088.64 719 + 268

OCT. 31, 1943 14,789,599.14 794 +1391

OCT. 31, 1944 20,939,706.52 921 +2073

OCT. 31, 1945 23,143,707.16 9.24 +10.10

*ADJUSTED FOR DISTRIBUTIONS FROM REALIZED SECURITY PROFITS.



By combining the capital of many individual investors, Manhat-
tan Bond Fund has been able to provide protective services not
ordinarily obtainable by investors of moderate means.

Broad diversification is one important service. At the 1945 fiscal
year end, for example, your investment in Manhattan Bond Fund
was divided among forty-two separate issues; and the largest individ-
ual holding represented 5.8% ol net assets.

Continuous, experienced supervision is a second important service.
Holdings of Manhattan Bond Fund are subject to constant study
and are revised whenever in the judgment of the research stafl and
the management changes appear desirable. Additions to and elimi-
nations from the portfolio during the 1945 fiscal year are listed be-
low. This is a summary of information supplied to shareholders each
month during the year, but does not include such changes as are
made from time to time in the percentage of assets devoted to in-

dividual bond holdings.

ISSUES SOLD OR REDEEMED

Certain-teed Products Corporation,
Twenty-Year Sinking Fund Gold
Debentures, Series A 5% % 1948

Chicago, Burlington & Quincy RR Co.,
First and Ref. Mtge. Gold Coupon
Bonds, Series B 4%4% 1977

Illinois Central Railroad Company, Re-
funding Mtge. Gold Bonds 5% 1955

The Kansas City Southern Railway
Co., Refunding and Improvement
Mtge. Gold Bonds 5% 1950

The New York, Chicago and St. Louis
RR Co., Refunding Mtge. Gold
Bonds, Series A 514% 1974

The New York, Chicago and St. Louis
RR Co., Refunding Mtge. Gold
Bonds, Series C 414% 1978

Pere Marquette Railway Company,
First Mortgage Gold Bonds, Series
C 4%% 1980

The Texas and Pacific Railway Co.,
General and Refunding Mtge. Gold
Bonds, Series B 5% 1977

The Texas and Pacific Railway Co.,
General and Refunding Mtge. Gold
Bonds, Series C 5% 1979

The Texas and Pacific Railway Co.,
General and Refunding Mtge. Gold
Bonds, Series D 5% 1980

ISSUES ADDED

Associated Telephone & Telegraph
Company, Debentures, Series A 5% %
1955

The Baltimore and Ohio Railroad
Company, Refunding and General
Gold Bonds (Stamped, Modified) ,
Series C 6% 1995

Buffalo, Rochester & Pittshurgh Rail-
way Company, Consolidated Gold
Bonds 434% 1957

Chicago and North Western Railway
Company, Second Mortgage Convert-
ible Income Bonds 4% % 1999

Cleveland, Cincinnati, Chicago & St.
Louis Railway Company, Refunding
& Improvement Gold Bonds, Series
E 4% 1971

Housatonic RR, Consolidated Gold
Bonds 5% 1937

International Telephone & Telegraph
Corporation Gold Debentures 5%
2955

New England RR, Consolidated Gold
Bonds 5% 1945

Virginia & Southwestern Railway Com-
pany Consolidated Gold Bonds 5%
1958

United States of America Treasury
Bonds 215% 1962-1967

It goes without saying that adequate diversification and continu-
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ous supervision provide greater safety for the investor than he
would have if he owned instead one or a few corporate bonds of
the same quality as the Fund holds, and attempted himself to
follow the affairs of the issuing companies.

During recent years, bond values and prices have been in an up-
ward trend. As prices of bonds rise, their yields inevitably decrease.
Your management knows that by lowering investment quality of the
Fund, somewhat greater income could be secured for shareholders.
In its opinion, however, this could be done only by the assumption
of a degree of risk not justified by the income improvement to be
expected. For this reason, your management has no intention of
changing the Fund’s investment policy. We shall continue to seek
as high a rate of return as may be obtained from a diversified bond
portlolio without the assumption of an unwarranted degree of risk.

We believe it is this policy which has caused so many investors to
take advantage of the services offered to its shareholders by the Fund.

FIVE

NUMBER OF SHARES
SHAREHOLDERS, OUTSTANDING

11344

ALSARARRNERARIRNANEULY 2274715
LY 10380

NN OOO0ONOONNO0000m 2,504,037

COOOOOODOOOOL s
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\ 12,
KN 668

7,779
oo 1,194,226
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By far the largest realized security profits in the history of Manhat-
tan Bond Fund resulted in the payment of extraordinary dividends
from this source of go cents a share during the 1945 fiscal year.
Ordinary dividends from investment income totaled 40 cents a share.
The tax status and distribution by quarters of the 1945 dividends
were as follows:

Taxable as
Payment Extra- Taxable as Capital
ate Ordinary ordinary Total Ordinary ain
1945 Dividend Dividend Dividend Income Dividend*
Jan. 15 $.10 $.05 $.15 $.0987 $.0513
April 16 .t ionsanirase .10 .05 15 .0987 .0513
July 167 s .10 .05 <15 .0987 0513
Oct. Dt et e retennanata .10 —_ .10 .10 -—
Oct. 277 —_ o 75 —_ 758
EOTALS 8 i $.40 $.90 $1.30 $.3961 $.9039

*These amounts should be treated in the shareholder’s income tax return
in the same manner as gains on securities held for longer than six
months. Only 50% of such dividends are taxable and the maximum rate
applicable is also 50%. Thus, in effect, the shareholder pays one-half his
regular tax rates on the total amount of his capital gain dividends, but
in no event more than 25% of such dividends.

**Taxable as a capital gain dividend whether received in cash or in stock.
Approximately 52% of the shareholders took advantage of the option
to receive this capital gain dividend in capital stock of the Fund at its
asset value instead of in cash.

SIX



SEVEN

FACE
VALUE SECURITY
$ 504,000 American Power & Light Company, Gold Debenture Bonds .........ccccoeceirecuvesmmnsessennd
914,000 Associated Electric Company, Gold Bonds E
364,000 Associated Telephone and Telegraph Company, 25 Year Gold Debentures, Series 4
1,200,000 Atlantic Coast Line Railroad Company, General Unified Mortgage Fifty Year Coup¢n
Series A :
610,000 The Baltimore and Ohio Railroad Company, First Mortgage Fifty Year Gold Bond. (
96,000 The Baltimore and Ohio Railroad Company, Refunding and General Mortgage Yo
(Stamped)
355,000 The Baltimore and Ohio Railroad Company, Pittsburgh, Lake Erie and*ct Vir;
Refunding Mortgage Gold Bonds (Stamped)
1,055,000 Buffalo, Rochester & Pittsburgh Railway Company, Consolidated Bonds .
447,000 Central Pacific Railway Company, Thirty-Five Year Guaranteed Gold Bomsr
205,000 Chicago, Great Western Railway Company, First Mortgage Bonds, Series A ... d
730,000 Chicago & Northwestern Railway Company, Second Mortgage Convertible Income }o
972,000 Chicago, Terre Haute and Southeastern Railway Company, First and Refgading |4
Year Gold Bonds
790,000 Cities Service Company, Convertible Gold Debentures
916,000 Cleveland, Cincinnati, Chicago & St. Louis Railway Company, Refund’i& and| ]
Bonds, Series E
359,000 The Cleveland Union Terminals Company, First Mortgage Sinking Fund GoM Bongs,
520,000 The Cleveland Union Terminals Company, First Mortgage Sinking Fund Gold Bongs,
58,000 The Cleveland Union Terminals Company, First Mortgage Sinking Fund Gﬂ-Bon B,
209,000 Continental Gas & Electric Corporation, Gold Debentures, Series A
1,011,000 Erie Railroad Company, General Mortgage Cumulative Income Bonds, Seriirs A ..
945,000 Gulf, Mobile and Ohio Railroad Company, General Mortgage Income Bon‘lib_Serie y
84,000 Housatonic Railroad Company, Consolidated Gold Bonds (Stamped) k.
1,211,000 1llinois Central Railroad Company, Forty Year Gold Bonds .
353,000 International Telephone and Telegraph Corporation, 25-Year Coupon Gold Debengu
498,000 Interstate Power Company, First Mortgage Gold Bonds
156,000 New England Gas and Electric Association, Convertible Gold Debenture Bo ds ...
192,000 New England Gas and Electric Association, Convertible Gold Debenture Borgis ..
220,000 New England Gas and Electric Association, Convertible Gold Debenture
321,000 New England Railroad Company, Guaranteed Consolidated Mortgage 5o0-Yedr Gold
415,000 New Orleans Great Northern Railway Company, First Mortgage Fifty-Year
630,000 The New York Central Railroad Company, Refunding and Improvem
Series A A
809,000 The New York Central Railroad Company, Refunding and Improvemu'm Mgt
Series C ..
1,224,000 Northern Pacific Railway Company, Refunding and Improvement Mortgag,*onds S
133,000 ‘The Southern Indiana Railway Company, First Mortgage Gold Bonds
347,000 Southern Pacific Company, Forty-Year Gold Bonds
765,000 Southern Pacific Company, Fifty-Year Gold Bonds .
845,000 Southern Railway Company, Development and General Mortgage Gold Bongs, Serids
839,000 Standard Gas and Electric Company, Gold Debentures, Series A
231,000 Standard Gas and Electric Company, Gold Debentures, Series B *
50,000 Virginia and Southwestern Railway Company, First Consolidated Gold Bo:
187,000 The Western Union Telegraph Company, Thirty-Year Gold Bonds ’
200,000 United States of America Treasury Bonds 4
100,000 United States of America Treasury Bonds

Total




{OBER 31, 1945

A

VALUE BASED

ON CLOSING
INTEREST MARKET

RATE MATURITY COosT QUOTATIONS

1 6% 2016 $  498,138.75 § 548,100.00

I 4% 1953 770,360.00 934,565.00

thres, Series A ....ccovecissrninns 5% 1955 378,400.00 381,290.00
y| Year Coupon Gold Bonds,

‘ - 4% 1964 788,912.50 1,308,000.00

r|{Gold Bonds (Stamped) .... 5 1948 476,978.42 643,550.00
11l Mortgage Bonds, Series C

! N 6 1995 88,092.50 87,120.00
fnd st Virginia System,

4 1951 180,568.75 355,887.50

4% 1957 855,071.73 844,000.00

5 1960 447,653.75 473,820.00

4 1988 148,923.75 197,825.00

. 4% 1999 643,812.50 660,650.00
| Refynding Mortgage Fifty

5 1960 799,935.00 984,150.00

5 1950 719,369.75 825,550.00
f md'ix and Improvement

4% 1977 834,883.75 842,720.00

rfl GoM Bonds, Series A ... 5% 1972 323,211.25 390,412.50

rfd Gold Bonds, Series B . 5 1973 382,833.75 560,950.00

ofd GﬂlkBonds. Series G ...... A 1977 43,771.25 62,205.00

5 1958 187,051.25 213,180.00

I Seris 4% 2015 837,211.25 990,780.00

> Bong 5 2015 853,805.00 941,456.25

) 5 1937 85,080.00 85,260.00

434 1966 894,597.50 1,082,331.25

 Gold 5 1955 369,725.00 370,208.75

.............. 5 1957 366,416.25 499,867.50

ure Bopds 5 1947 105,418.75 149,370.00

1¢ Borfis 5 1948 124,876.25 184,320.00

ufe . 5 1950 145,710.00 210,925.00

o-Yedr Gold Bonds 5 1945 324,475.98 325,815.00

Yjear Bbnds, Series A ............ 5 1983 335,851.25 437,825.00
rpvement Mortgage Bonds,

: 4% 2013 383,696.25 567,000.00
IpV 1t Mortgage Bonds,

5 2013 511,680.00 786,752.50

(tgagt¥¥onds, Series B ........ 6 2047 860,045.75 1,346,400.00

1 4 1951 76,533.75 138,652.50

4% 1969 254,023.75 349,602.50

: A 1981 592,392.50 784,125.00

¢| Bongs, Series A ......cconeeune 6% 1956 750,937.50 1,018,225.00

: 6 1951 639,632.50 899,827.50

| i 6 1966 203,743.75 246,015.00

l Bc* 5 1958 51,875.00 54,500.00

. i S 1960 139,592.50 201,025.00

. 4 2% 1965-1970 200,000.00 203,187.50

2% 1962-1967 102,906.25 102,843.75

'$17,778,195.38

$22,290,290.00
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Normally, investment income from bonds remains relatively
stable, just as ordinary dividends from Manhattan Bond Fund have
been throughout its life. Capital gains and capital gain dividends,
on the other hand, are irregular. Such dividends can be paid only
when net profits have been realized from the sale or redemption of
bonds purchased by the Fund at lower prices.

Capital gains, whether realized or not, increase the per-share asset
value of the Fund. When capital gains are realized and are dis-
tributed, asset value is reduced by the amount of the distribution.
Thus, the total of go cents a share paid in 1945 from realized capital
gains has diminished by that much the amount which otherwise
would be at work producing income for each share.

It is for this reason that we have consistently urged the reinvest-
ment of capital gain dividends. Shareholders who have done so and
those who chose the option of receiving stock rather than cash for
the 75 cents capital gain dividend paid October 27 will, of course,
have the benefit of the dividends on the additional shares now
owned.

It will be observed that the balance sheet of the Fund on
Page 12 shows unrealized capital gains amounting to $4,512,094.62
at October 31, 1945. As of the date of this report, $486,354.25 of that
total has been realized.




From the viewpoint of the bond investor, a most constructive
economic development of the war years has been the increase in
liquid assets of business corporations. Even though close to $3 billion
of these assets were used to retire corporate debt between December
1941 and March 1945, according to the Federal Reserve Bulletin
of October 1945, the net working capital of business increased by
more than $14.5 billion, or 46%, in the same period; and a further
expansion is anticipated in this extra margin of protection for cor-
porate bonds. In fact, it is estimated that at the beginning of 1946,
net working capital will equal or exceed the total of all long term
debt obligations of major American corporations. And this, of
course, is in addition to the fixed assets.

This and other economic and monetary forces generally respon-
sible for strength in bonds during the past several years may be
augmented by at least two new developments in prospect for the
coming year.

As the country’s floating population settles down following its
war-imposed travels, and as black markets disappear, a significant
portion of the $28 billion of currency now in circulation will find its
way into the banks. This will further swell bank resources for which
investment media, including bonds, will need to be sought.

The advance in the share markets has already induced some in-
vestors to take “protective action” with a portion of their funds, by
transferring such funds into bonds. A further rise in common stock
prices would no doubt swell the number and size of this group. This
too would mean increased demand for bonds.

On September 29, 1945, Mr. Paul Bartholet was elected Executive
Vice President of your company. For the past five years Mr. Bartholet
has been Executive Director of the National Association of Invest-
ment Companies. He thus brings to the Fund a broad experience in
the investment company field, which your directors believe will con-
tribute to the progress of Manhattan Bond Fund and the services it
provides shareholders.
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PRANKARD & ZIMMERMANN

CERTIFIED PUBLIC ACCOUNTANTS

55 LIBERTY STREET
NEW YORK 5,N.Y.

AUDITORS' REPORT

To the Board of Directors and the Stockholders,
manhattan Bond Funa, Inc.:

We have examined the balance sheet of Manhattan Bond
Fund, Inc. (including the schedule of investments) as at
October 31, 1945 and the related statements of income and
security profit and loss, paid-in surplus and supplementary
information for the year ended that date, have reviewed the
system of internal control and the accounting procedures
of the Company and, without making a detailed audit of the
transactions, have examined or tested accounting records of
the Company and other supporting evidence, by methods and
to the extent we deemed appropriate. Securities owned at
October 31, 1945, as shown on the schedule of investments,
except securities purchased but not yet received, were con=-
firmed to us by the custodian. Securities purchased but not
yet received were confirmed to us by brokers.

In our opinion, the accompanying balance sheet (in=-
cluding the schedule of investments) and the related state-
ments of income and security profit and loss, paid-in sur-
plus.and supplementary information, including the notes
thereto, fairly present the position of Manhattan-Bond Fund,
Inc. at October 31, 1945 and the results of its operations
for .the year ended that date, in conformity with generally
accepted accounting principles applied on a basis con-
sistent with that of the preceding year.

wwwx

New York, N. Y.
November 15, 1945,
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MANHATTAN BOND FUND, INC.

(Incorporated in Delaware)

OCTOBER 31, 1945

CASH ON DEPOSIT WITH CUSTODIAN ..iL. ot ceconisiiiostasecsorsensnen $  290,396.38
INVESTMENTS—AT VALUE BASED ON CLOSING MARKET
QUOTATIONS (Cost of specific certificates held, $17,778,195.38)  22,290,290.00
RECEIVABLE FOR INTEREST ACCRUED AND INTEREST
PURCHASED 343,490.82
RECEIVABLE FOR SECURITIES SOLD, NOT YET DELIVERED 258,815.75
RECEIVABLE FROM WHOLESALE DISTRIBUTOR FOR CAPI-

TAL STOCK SOLD, NOT YET DELIVERED ........ccccovueunsusessusesee 86,250.64
Total $23,269,243.59

PAYABLE FOR CAPITAL STOCK REPURCHASED, NOT YET

RECEIVED $  44,206.10
PAYABLE FOR SECURITIES PURCHASED, NOT YET

RECEIVED 54,834.42
ACCRUED TAXES AND ACCOUNTS PAYABLE (Note 1) .....oene 26,495.91

CAPITAL STOCK AND SURPLUS (Equivalent to ,
$9.24 per share on 2,504,037 shares outstanding) :
Capital stock of $.10 par value — Authorized

7,500,000 shares; issued or subscribed (less 18,885

shares in treasury) 2,504,037 shares (Note 2)........ $  250,403.70
Paid-in surplus 18,369,356.26
“Ordinary distribution account” balance ................ 5,049.39
Security profits surplus 6,803.19
Excess of value of investments based on closing
market quotations over cost thereof ...........cooevreunne 4,512,094.62 23,143,707.16
Total $23,269,243.59
NOTES:

(1) No Federal income tax has been accrued for the year ended October 31, 1945 since the
company believes that it has distributed all of its taxable income for such year in taxable
dividends (including capital gain dividends) and has qualified as a “regulated investment
company” under Section 361 of the Internal Revenue Code.

(2) The par value of treasury stock ($1,888.50) has been charged against capital stock
account.
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YEAR ENDED OCTOBER 31, 1945

“ORDINARY DISTRIBUTION ACCOUNT” (As defined in the

charter) :
Income—Interest on bonds (including $5,499.37 con-

tingent interest—Note 1) $ 1,108,404.80
Expenses:

Research and advisory fee .....cuimmccasesssnssssns $  113,065.37

Capital-stock, franchise and excise taxes (Note 2) 18,684.98

Distribution disbursing charges ... 12,243.62

Salaries — Officers and clerical ... 11,446.10

Transfer agent’s fees and expenses 8,298.28

Reports to stockholders 6,719.65

Legal and auditing fees 5,930.44

Custodian’s fees and expenses . 5,573.43

Miscellaneous 12,979.34

Total $ 194941.21

Deduct — Repurchase charges received ............. 12,329.07 182,612.14
Net income (exclusive of security profits and 1osses) .....ccccoviunne $ 925,792.66
Add:

Balance, October 31, 1944 7,122.62

Equalization credits — Net (portion of amounts received for
capital stock sold less comparable amounts paid for capital
stock repurchased, representing the equalization for the per-
share amounts of the “ordinary distribution account” at dates

of sales and repurchases of capital stock) ......cceereneuseirecnane 5,594.51

Total $ 938,509.79
Deduct—Cash distributions to stockholders of $.10 a share each

paid January 15, April 16, July 16, and October 15, 1945 ............ 933,460.40

Balance, October 31, 1945 $ 5,049.39

YEAR ENDED OCTOBER 31, 1945

SECURITY PROFITS SURPLUS (Computed on the basis of identi-
fying the cost of specific certificates sold) :

Balance, October 31, 1944 $ 395.34
Net profit from sales of securities (less $10,365.14 provision for
New York State franchise tax and New York City excise tax—

Note 2) 2,145,635. 45

Total $ 2 146 ,030. 79
Deduct—Distributions to stockholders of $.05 a share each paid
January 15, April 16, and July 16, 1945 and $.75 a share October

27, 1945 (Note 3) 2,139,227.60

Balance, October 31, 1945 ! 6,803.19
EXCESS OF VALUE OF INVESTMENTS BASED ON CLOSING

MARKET QUOTATIONS OVER COST THEREOF:

Balance, October 31, 1944 $ 4,475,957.24

Increase during the year 36,137.38

Balance, October 31, 1945 $ 4,512,094.62

NOTE!

1) Dunng the year the Company received $52,945.00, representing contingent interest on
certain railroad bonds, a portion of which is applicable to the period prior to the dates
on which such bonds were acquired and has therefore been applied as a reduction of
of their cost. 5

NOTES 2 and 3 on opposite page.
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YEAR ENDED OCTOBER 31, 1945
BALANCE, OCTOBER 31, 1944 $16,228,759.82

ADD:
Amounts received or receivable on subscriptions to capital stock,

exclusive of the par value of such stock and after deducting equali-

zation credits ($17,932.33) included in “ordinary distribution

account” 5,174,766.16
Excess of net asset value of capital stock issued to stockholders as part

of the distribution paid October 27, 1945, over the par value of such

stock 922,798.08

Total $22,326,324.06

DEDUCT:

Amounts paid or payable on repurchases of capital
stock (before deducting repurchase charges of
$12,329.07), exclusive of the par value of such
stock and after deducting equalization debits
($12,337.82) charged to “ordinary distribution

account” $ 3,953,625.80
Fees and expenses incidental to the registration and
qualification of shares of capital stock for sale.... 3,342.00 3,956,967.80
BALANCE, OCTOBER 31, 1945 $18,369,356.26

Purchases and sales of investment securities, other than Govern-
ment securities, during the year ended October g1, 1945 aggregated
$6,418,208.75 and $6,928,408.59, respectively.

During the year ended October 31, 1945, the Company paid re-
search and advisory fees of $40,646.11 to Manhattan Foundation,
Inc. for the period from November 1, 1944 to March 15, 1945
and $72,419.26 to Manhattan Research Associates for the period
from March 16 to October 31, 1945, salaries of $5,425.00 to officers,
and fees of $940.00 to directors. Certain directors of Manhattan
Foundation, Inc. and partners of Manhattan Research Associates
are also officers or directors of Manhattan Bond Fund, Inc.

NOTES (continued from page 13.)

(2) Of the total provision during the year of $15,714.12 for New York State franchise tax
and New York City excise tax, $10,365.14 has been determined to be applicable to the
realized security profits and has been charged thereagainst.

The distributicns paid January 15, April 16, and July 16, 1945 were paid in cash. The
distribution paid October 27, 1945, payable at the option of the stockholders either in
cash or in capital stock of the Company at its net asset value at the close of business
October 13, 1945, consisted of $859,045.02 in cash and $932,916.48 in capital stock
of the Company

(&}
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MANHATTAN BOND FUND, INC.
General Offices: 48 Wall Street, New York 5, N. Y.

Custodian of Bonds Auditors
BANK OF NEW YORK PRANKARD & ZIMMERMANN

48 Wall Street, New York, 15, N. Y. Certified Public Accountants
§5 Liberty Street, New York 5, N. Y.

Transfer Agent

Counsel
BANK OF NEW YORK HARRIS BERLACK
48 Wall Street, New York, 15, N. Y. 20 Exchange Place, New York 5, N. Y.

Research and Advisory Service

MANHATTAN RESEARCH ASSOCIATES
48 Wall Street, New York 5, N. Y.

This report is authorized for distribution only to shareholders and others who
have received a copy of the official prospectus of Manhattan Bond Fund, Inc., by
which all offerings are made.
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ANNUAL REPORT TO STOCKHOLDERS
MANHATTAN BOND FUND, INC.

The President’s Letter

TO OUR STOCKHOLDERS:

It is with pleasure that we report to you on the progress of your
company and on the details of its operation for the fiscal year ended
October 31, 1946.

A noteworthy feature of the year was the increase of 2,140 in
number of shareholders. This increase was one of the greatest of
any annual period in all the eight and one-half years of your com-
pany’s life, and brought the total of shareholders to 13,484. Among
new shareholders were additional educational, religious and chari-
table institutions, as well as corporations and employees’ pension

funds.

The fact that — during a year of unsettled security prices —
so many of you availed yourselves of the protective features offered
by shares of an investment company limited exclusively to bond in-
vestments testifies to your confidence and that of your investment
dealers in a vehicle of this character.

NUMBER OF SHAREHOLDERS

13,484

Jon. 31
1943




During the year, four quarterly “ordinary” dividends were paid,
totalling 34.5 cents per share. These payments were from net in-
come of the Fund, that is, interest income from bond holdings, less
expenses. In addition, “extra-ordinary” distributions of security
profits were made, totalling 45.5 cents per share.

Details of the quarterly distributions are shown in the accom-
panying table, together with the tax status of each.

TAXABLE AS
PAYMENT EXTRA- TAXABLE AS CAPITAL

DATE ORDINARY ~ ORDINARY ~ TOTAL  ORDINARY GAIN
1946 DIVIDEND  DIVIDEND DIVIDEND  INCOME DIVIDEND
JANSE) SELrr T $.09 $.05 $.14  $.0895 $.0505
APRILELS 5t - o .09 .05 14 .0895 .0505
JUIYE) i .09 .05 14 .0895 .0505
OCE15 = e .075 .305 .38 0716 .3084
TOTALS ;. ... $.345 $.455 | $.80 | $.3401 $.4599

You will observe that the dividend of 38 cents per share paid
on October 15, 1946 included ordinary income of 7.5 cents per share
instead of 9 cents, as originally estimated, and that the distribution
from security profits was 30.5 cents per share instead of the orig-
inally announced amount of 29 cents per share. During the course
of the fiscal year under review and on the occasion of redemption
of certain of its bond holdings, your company took advantage of ac-
companying “prepayment” offers. A typical instance was the re-
demption of the Central Pacific Railway Co. 5s, 1960. Public an-
nouncement was made that this issue was to be redeemed as of Aug-
ust 1, 1946, but that holders might turn in their bonds at any time
after June 1, 1946 and would receive full interest, “prepaid” to the
redemption date. Inall, your company last year collected $32,398.71
of interest “prepaid” in this manner.



Subsequent to the declaration of the dividend it was determined
that, in accordance with a U. S. Tax Court decision, this amount
should be considered as proceeds from the sale of securities rather
than as interest income. Your company’s auditors advised that,
under the circumstances, the $32,398.71 be transferred from your
company’s income account to its capital gain account even though
dividends had already been declared. Hence the change in the
components of the 38 cents per share paid on October 15. Other
bondholders, both individual and institutional, are similarly affected
by this ruling, which has the virtue of transferring “prepaid” interest
from ordinary income tax brackets to the usually more advantageous
capital gain tax brackets.

In the table on the preceding page, amounts in the last column
to the right should be treated in your income tax return in the same
manner as gains on securities held longer than six months. Only
50% of such dividends are taxable, and the maximum tax rate ap-
plicable is also 50%. Thus, in effect, you pay only one-half your
regular tax rate on the total amount of your capital gain dividends,
but in no event more than 25% on such dividends.
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The tax treatment of capital gain dividends is not the only dis-
tinguishing feature of such distributions. At the risk of being repe-



titious to those of you who have read previous shareholder reports
of the Fund, we offer these further observations on the subject.

A. Capital gain dividends can be paid only when net profits have
been realized from the sale or redemption of bonds purchased by the
Fund at lower prices. Obviously, the realization of net profits is
neither regular nor assured. IFor this reason, capital gain distributions
are entirely unpredictable as to occurrence, time or amount.

B. Capital gains, whether realized or not, increase the value of the
assets of the Fund and thereby the amount of capital at work for its
shareholders. But when such gains are realized, and are distributed
(as they should be, for the tax advantages that accrue thereby), asset
value per share is reduced by the amount of the distribution; so is the
capital at work in the production of interest income for each share.
The wisdom of reinvesting capital gain dividends is plainly evident.

Bond issues added to the holdings of the Fund, and those re-
deemed by the issuer or eliminated by the Fund during the 1946
fiscal year, are shown in the table on page eight. This is a2 summa-
tion of information supplied to you regularly in the Fund’s monthly
bulletin to shareholders.

Bond prices at the end of your company’s fiscal year were
generally lower than at the beginning. There had been a gradual
rise in prices through the forepart of 1946 but the subsequent decline
in all the securities markets had its effect upon bonds too. The extent
of the decline from the highest prices of the year may be exemplified
in these terms. From the 1946 highs to the end of October, the
Standard & Poor’s Composite Index of A-grade industrial, railroad
and utility bonds declined 4.7%. A-grade railroad bonds (S. & P.
Index) were lower by 8.7%, and B-grade rail bonds, by 15.4%.
Individual U. S. Treasury issues in some instances declined by more
than 4% during this period.

Your management and Manhattan Research Associates, invest-
ment adviser to the Fund, concur in the belief that at least two



major forces influencing the trend of bond prices give strong evi-
dence of sustaining relatively low bond interest rates (relatively
high bond prices) for some time to come. One is the desire of the
U. S. Treasury to keep government costs for borrowed money as
low as possible, a desire arising out of necessity and implemented
by the means for accomplishing this end. Low rates of interest on
government bonds of course “set the pace” for rates of return
(prices) of better grade corporate bonds. The other factor is
a basically favorable prospect for industrial activity, a normal accom-
paniment of which would be satisfactory coverage of interest require-
ments on the obligations of properly selected industrial, railroad
and utility companies.

You will find on the next two pages a complete schedule of
portfolio holdings of the Fund as of October 31, 1946.

Pages eight and nine contain a statement of the policies and ob-
jectives that guide the officers and directors of the Fund in the man-
agement of the Fund’s assets. We urge that you become acquainted
with these policies and objectives, as well as with the basic services
provided by the Fund, if you are not already familiar with them.

On page nine is a complete schedule of the number of shares
outstanding, asset values per share and other facts concerning the
Fund for each year since 1939.

Detailed statements covering operations of the Fund for the
fiscal year ended October 31, 1946, and its financial condition as of
that date are contained on pages ten to thirteen, together with the
report of your corporation’s auditors, Zimmermann & Company.
You are invited to communicate with us if you have any questions
relating to these statements or to any other portions of this report.

Respectfully submitted,
Hucu W. Long, President

By Order of the Board of Directors
November 15, 1946



FACE VALUE

$ 447,000
225,000
827,000
300,000
418,000

1,200,000
302,000
135,000
386,000
295,000

1,182,000
200,000
205,000
667,000

1,076,000
972,000
428,000
166,000

1,016,000
355,000
509,000
150,000
200,000
961,000
998,000

84,000

1,294,000
300,000
498,000
148,000
764,000
612,000
287,000
310,000
329,000
413,000
415,000

39,000

61,000
107,000
648,000
817,000
300,000
189,000
148,000

66,000
125,000
250,000
250,000
319,000
274,000
695,000
956,000

50,000

97,000
300,000
215,000
664,000

50,000

SECURITY

Abitibi Power & Paper Company Ltd., First Mortgage Gold Bonds
American & Foreign Power Company, Inc., Gold Deb es

Associated Electric Company, Gold Bonds.

Associated Electric Company, Gold Bonds
Associated Telephone and Telegraph Company, 25 Year Gold Debentures, Series A
Atlantic Coast Line Railroad Company, General Unified Mortgage Fifty Year Coupon Gold Bon

The Baltimore and Ohio Railroad Company, First Mortgage Fifty Year Gold Bonds (Stamped).

The Baltimore and Ohio Railroad Company, Refunding and General Mortgage Bonds, SEf® Al
The Baltimore and Ohio Railroad Company, Refunding and General Mortgage Bonds, Series C
The Baltimore and Ohio Railroad Company, Refunding and General Mortgage Bonds, Series D
Buffalo, Rochester & Pittsburgh Railway C G lidated Bonds

The Champion Paper and Fibre C 5 20 Year Deb es.

Chicago, Great Western Railway Company, First Mortgage Bonds, Series A | I

Chicago, Milwaukee, St. Paul & Pacific Railroad Company, General Mortgage Convertible Intome
Chicago and Northwestern Railway Company, Second Mortgage Convertible Income Bonds,giagies

Chicago, Terre Haute and South n Railway C , First and Refunding Mortgage Bonds].

Cities Service Company, Convertible Gold Deb es

):
A

City Investing Company, Convertible Sinking Fund Deb

il

Cleveland, Cincinnati, Chicago & St. Louis Railway Company, Refunding and Impr
The Cleveland Union Terminal Company, First Mortgage Sinking Fund Gold Bonds, Series A
The Cleveland Union Terminal Company, First Mortgage Sinking Fund Gold Bonds, Series B.

Continental Baking Company, 20 Year Debentures.
Delaware, Lackawanna and Western Railroad Company, New York, Lackawanna and West®™Diy
Erie Railroad Company, General Mortgage Cumulative Income Bonds, Series A
Gulf, Mobile and Ohio Railroad Company, General Mortgage In:ome Bonds, Series A

Housatonic Railroad Company, Consolidated Gold Bonds, Stamp

Illinois Central Railroad Company, Forty Year Gold Bonds. -

International Hydro-Electric System, Convertible Gold Deb es.

Interstate Power Company, First Mortgage Gold Bonds.

Koppers Company, First Mortgage Bonds ——
Lehigh Valley Rail Way Company, First Mortgage E ded Bonds

Morris & Essex Railroad Company, First Refunding Gold Bonds

New England Gas and Electric Association, Convertible Gold Debenture Bonds..______________|

New England Gas and Electric Association, Convertible Gold Deb e Bonds.
New England Gas and Electric Association, Convertible Gold Deb e Bonds
New England Railroad Company, Guaranteed Consolidated Mortgage Fifty-Year Gold Bon
New Orleans Great Northern Railway Company, First Mortgage Fifty-Year Bonds, Series A
New Orleans, Texas & Mexico Railway Company, First Mortgage Gold Bonds, Series A

New Orleans, Texas & Mexico Railway Company, First Mortgage Gold Bonds, Series B
New Orleans, Texas & Mexico Railway Company, First Mortgage Gold Bonds, Series C

The New York Central Railroad Company, Refunding and Improvement Mortgage Bonds, Serie
The New York Central Railroad Company, Refunding and Improvement Mortgage Bond®gscrig
The New York, Lackawanna & Western Railway Company, First and Refunding Mortgage $:0ld
Northern Pacific Railway Company, Collateral Trust Bonds

Northern Pacific Railway Company, Refunding and Improvement Mortgage Bonds, Series
Northern Pacific Railway Company, Refunding and Improvement Mortgage Bonds, Series

Pennsylvania Power & Light Company, First Mortgage Bonds.

The Pittston Company, Collateral Trust Sinking Fund Bonds. '
The Pittston Company, Cumulative Income Deb

Seaboard Air Line Railway Company, General Mortgage Income Bonds, Series A_

Southern Pacific Company, Forty-Year Gold Bonds

Southern Pacific Company, Fifty-Year Gold Bonds.
Southern Railway Company, Development and General Mortgage Gold Bonds, Series A ___mgpe___|
Virginia and Southwestern Railway Comp , First C lidated Gold Bonds

Wabash Railroad Company, General Mortgage Cumulative Income Bonds, Series B

Walworth Company, 30 Year Convertible Debentures
The Western Union Telegraph Company, 25-Year Gold Bonds e __ .
The Western Union Telegraph Company, 30-Year Gold Bonds

United States of America Treasury Bonds.
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T VALUE BASED
ON CLOSING

INTEREST MARKET
RATE MATURITY QUOTATIONS
S 5% 1965 $  443,647.50
) 5 2030 241,312.50
A 1953 841,472.50
5 1961 315,000.00
e 5% 1955 434,720.00
| Gold Bonds, Series A 4% 1964 1,224,000.00
$ (Stamped) 5 1948 295,960.00
Is, sﬁ A (Stamped) 5 1995 92,137.50
fs, Series C (Stamped) 6 1995 293,360.00
s, Series D (Stamped) 5 2000 199,862.50
4y 1957 783,075.00
vomsc 3 1965 206,250.00
_ 4 1988 175,275.00
ble Intome Bonds, Series B. 4% 2044 386,860.00
Inds,ySazies A 415 1999 796,240.00
fage Bonds. 234 1994 914,895.00
5 1950 440,840.00
_ 4 1961 140,270.00
fmentwisnds, Series E 4 1977 822,960.00
Series A 5% 1972 382,956.25
Series B. 5 1973 535,722.50
3 1965 154,125.00
[Vest®™Division, First and Refunding Mortgage Bonds, Series C._. S 1973 193,250.00
4y 2015 768,800.00
5 2015 778,440.00
5 1937 78,120.00
o 43 1966 1,006,085.00
6 1944 282,750.00
5 1957 504,225.00
3 1964 153,180.00
e 4% 1950 573,000.00
3 2000 345,780.00
: 5 1947 284,130.00
5 1948 306,512.50
5 1950 325,710.00
Bond 5 1945 377,895.00
eries 4 5 1983 427,450.00
A 5% 1954 37,927.50
| B 5 1954 57,035.00
| C. 5 1956 100,045.00
Bonds, Series A 41 2013 487,620.00
Bond®fSeries C. 5 2013 688,322.50
\ gag$}ld Bonds, Series A 4 1973 247,875.00
! 4y 1975 189,945.00
ries Cl 5 2047 142,820.00
Fics TP 5 2047 63,525.00
e 3 1975 129,375.00
" 4 1961 250,000.00
i 5% 1964 252,500.00
415 2016 220,907.50
4% 1969 269,205.00
414 1981 696,737.50
- 6% 1956 1,089,840.00
5 1958 53,500.00
4% 1991 83,420.00
3% 1976 297,750.00
= 5 1951 181,406.25
5 1960 559,420.00
! 2% Dec. 1967-72 51,359.38
st 22,676,804.38
T 2 !
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By combining the capital of many individual investors, Man-
hattan Bond Fund has been able to provide protective services not
ordinarily obtainable by investors of moderate means.

Broad diversification of bond holdings is one important service.
At the 1946 fiscal year end, for example, your investment in Man-
hattan Bond Fund consisted of the bonds of forty-four issuers.
The largest individual holding represented 5.249%, of net assets.

Continuous, experienced supervision is a second important ser-
vice. Holdings of Manhattan Bond Fund are subject to constant
study and are revised whenever in the judgment of the research staff
and the management, changes appear desirable. Additions to and
eliminations from the portfolio during the 1946 fiscal year are
summarized in the table below. In addition, there were numerous
changes during the year, in the percentage of assets devoted to in-
dividual bond holdings.

SECURITIES ADDED

Abitibi P. & Paper, 1st 55, 1953 & 1965
American & Foreign Power 5s, 2030
Armour & Co. of Del. 3s, 1964
Associated Electric 55, 1961

Balt. & Ohio 55, 1995 & 2000

New Or., Texas & Mexico 5,5, 1954
New Or., Texas & Mexico 5s, 1954 & '56
N. Y. Lack. & Western 4s, 1973

Northern Pac. Ry. Co. 4,5, 1975
Northern Pac. Ry. Co. “C" & D" 5s, 2047

Champion Paper & Fibre Deb. 3s, 1965
Chic., Milwaukee, St. Paul 4Y,s, 2044
City Investing Co. Conv. Deb. 4s, 1961
Continental Baking Co. Deb. 3s, 1965
Dela. Lackawanna & West. R.R. 55, 1973
Int'l. Hydro Electric Deb. 6s, 1944
Koppers Co. 1st 3s, 1964

Lehigh Valley Ry. Co. 4Y,s, 1950
Morris & Essex R.R. 3%,s, 2000

Penna. Pow. & Lt. 1st 3s, 1975

Pittston Co. Coll. Tr. 4s, 1961

Pittston Cv. Inc. Deb. 5,5, 1964

Rens. & Saratoga 5,5, 1975

Seaboard Air Line R.R. 455, 2016
Southwestern Public Service 3V3s, 1974
Wabash R.R. Co. “B" 4%s, 1991
Walworth Co. Cony. Deb. 3Y;s, 1976
Western Union 5s, 1951

SECURITIES SOLD OR REDEEMED

Amer. Power & Light Co. 6s, 2016
Armour & Co. of Del. 3Vs, 1964

B. & O., Pitts. & Lake Erie 4s, 1951
Central Pacific Ry. Co. 55, 1960

Cleve. Union Terminal Co. 4,5, 1977
Cont'l. Gas & Elec. Corp. A" 55, 1958

Int'l. Tel. & Tel. 55, 1955

Northern Pacific Ry. Co. “B" 6s, 2047
Southern Indiana Ry. Co. 4s, 1951
Southwestern Public Service 3Vs, 1974
Standard Gas & Elec. Co. A" 6s, 1951
Standard Gas & Elec. Co. "'B" 65, 1966

U. S. Treasury 2,5, 1965-70



PERCENT CHANGE

ASSETS IN ASSET VALUE
FISCAL YEAR SHARES NET ASSETS PER PER SHARE
ENDING OUTSTANDING TOTAL SHARE EACH YEAR*

JAN. 31,1939.. 109,394 $ 757,312.18 $6.92
JAN, 31,1940......... 609,370 4,056,631.38 6.66 — 1.73%
JAN. 31,1941......... 1,062,478 7,507,227.59 7.07 + 676
JAN. 31,1942, o 1,194,226 8,452,628.08 7.08 1113
JAN. 31,1943....... 1,612,635 11,592,088.64 7.19 + 2.68
OCT. 31,1943........ 1,862,165 14,789,599.14 7.94 +13.91
OCT: 31,1944 2,274,715 20,939,706.52 9:21 +20.73
OCT. 31, 1945.. 2,504,037 23,143,707.16 9.24 +10.10
OCT. 31,1946......... 2,940,175 23,342,757.62 7.94 — 9.15

*Adjusted for distributions from realized security profits.

Your officers and directors proceed on the assumption that each
shareholder has entrusted to the Fund that part of his capital on

which
15

Management of the Fund’s investments, which are limited to
bonds, is directed toward these objectives. Investment policy, as
presently contemplated, will continue to be one which seeks as high
a rate of return as may be obtained from a diversified bond port-

he needs:

Better income than is provided by savings accounts or highest

grade bonds.

Greater regularity of income than common stocks provide.

Greater protection against loss of principal than common

stocks afford.

folio without the assumption of an unwarranted degree of risk.

This is the policy which appears to have encouraged so many
investors to take advantage of the services offered by the Fund, and

so many investment dealers to advise purchase of its shares.



To the Board of Directors and the Stockholders,
Manhattan Bond Fund, Inc.:

We have examined the balance sheet of Manhattan Bond Fund,
Inc. (including the schedule of investments) as at October 31, 1946
and the related statements of income and security profit and loss,
paid-in surplus and supplementary information for the year ended
that date, have reviewed the system of internal control and the ac-
counting procedures of the Company and, without making a detailed
audit of the transactions, have examined or tested accounting records
of the Company and other supporting evidence, by methods and to
the extent we deemed appropriate. Our examination was made in
accordance with generally accepted auditing standards applicable in
the circumstances and included all procedures which we considered
necessary. Securities owned at October 31, 1946, as shown on the
schedule of investments, except securities purchased but not yet re-
ceived, were confirmed to us by the custodian. Securities purchased
but not yet received were confirmed to us by brokers.

In our opinion, the accompanying balance sheet (including the
schedule of investments) and the related statements of income and
security profit and loss, paid-in surplus and supplementary informa-
tion, including the notes thereto, fairly present the position of Man-
hattan Bond Fund, Inc. at October 31, 1946 and the results of its
operations for the year ended that date, in conformity with generally
accepted accounting principles applied on a basis consistent with that
of the preceding year.

ZiMMERMANN & CoMPANY
Certified Public Accountants

New York, N. Y.
November 12, 1946.
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MANHATTAN BOND FUND, INC.

(Incorporated in Delaware)

ASSETS

Cast on Deposit witn CusToDIAN

INVESTMENTS—AT VALUE BASED ON CLOSING MARKET
QuoTaTions (Cost of specific certificates held, $21,885,587.44)

RECEIVABLE FOR INTEREST ACCRUED AND INTEREST PURCHASED.
RECEIVABLE FOR SECURITIES SOLD, NOT YET DELIVERED .

RECEIVABLE FRoM WHOLESALE DisTRIBUTOR FOR CAPITAL STOCK
SOLD, NOT YET DELIVERED

ToTAL

LIABILITIES

$ 215,892.30

22,676,804.38
371,858.58
80,887.49

90,853.54
$23,436,296.29

PavaBLE For CAPITAL SToCK REPURCHASED, NOT YET RECEIVED. - $ 17,959.09
PAYABLE FOR SECURITIES PURCHASED, NOT YET RECEIVED. 56,000.16
Accruep Taxes aNp Accounts PavasLe (Note 1) S 19,579.42
CaprraL Stock anp Surprus (Equivalent to $7.94 per share on
2,940,175 shares outstanding) :
Capital stock of $.10 par value—Authorized
7,500,000 shares; issued or subscribed (less
4,252 shares in treasury) 2,940,175 shares
(Note 2) $  294,017.50
Paid-in surplus 22,238,537.37
“Ordinary distribution account” balance.____ 3,060.25
Security profits surplus . 15,925.56
Excess of value of investments based on closing
market quotations over cost thereof .. 791,216.94 23,342,757.62
ToraL $23,436,296.29

NOTES:

(1) No provision has been made for Federal income tax on net income, realized capital gains or
unrealized appreciation in investments, since it is the policy of the Company to distribute all
of its taxable income for each year in taxable dividends (including capital gain dividends)
and to qualify as a “regulated investment company” under Section 361 of the Internal

Revenue Code.

(2) The par value of treasury stock ($425.20) has been charged against capital stock account.

11



For the Year Ended October 31, 1946

“OrpiNaRY DisTriBUTION Account” (As defined in the charter) :

Income—Interest on bonds $1,082,251.16
Expenses:
Research/and advisory fee- . = $121,393.02
Salaries—Officers and clerical 12,595.69
Reports to stockholders 9,181.52
Franchise and excise taxes (other than portion applicable
to security profits) 8,971.98
Transfer agent’s fees and expenses—.______ 7,529.00
Distribution disbursing charge: 7,385.11
Custodian’s fees and expenses. 5,966.98
Legal and auditing fees 4,616.46
Miscellaneous 8,971.47
Total $186,611.23
Deduct—Repurchase charges received o 9,457.66 1705153557
Net income (exclusive of security profits and losses) ... $905,097.59
Add:
Balance, October 31, 1945 5,049.39

Equalization credits—Net (portion of amounts received for

capital stock sold less comparable amounts paid for capital

stock repurchased, representing the equalization of the

per-share amounts of the “ordinary distribution ac-
count” at dates of sales and repurchases of capital stock) 14,391.41
Total $ 924,538.39

Deduct—Cash distributions to stockholders of $.09 a share each

paid January 15, April 15 and July 15, 1946 and $.075 a

share paid October 15, 1946 921,478.14
Balance, October 31, 1946 $ 3,060.25

SecuriTy Prorrts SurpLus (Computed on the basis of identifying
the cost of specific certificates sold) :
Balance, October 31, 1945 $ 6,803.19
Net profit from sales of securities (less $5,585.23 provision for
New York State franchise tax and New York City excise tax,
and including $653.20 refund of Federal tax for prior year) 1,281,736.19
Total $1,288,539.38

Deduct—Cash distributions to stockholders of $.05 a share each

paid January 15, April 15 and July 15, 1946 and $.305 a

share paid October 15, 1946 1,272,613.82
Balance, October 31, 1946 $ 15,925.56

ExcEss oF VALUE OF INVESTMENTS BASED ON CLOSING MARKET
QUOTATIONS OVER COST THEREOF:

Balance, October 31, 1945 $4,512,094.62
Decrease during the year 3,720,877.68
Balance, October 31, 1946 $ 791,216.94

12



FOR THE YEAR ENDED OCTOBER 31, 1946

Bavrance, OcToBER 31, 1945 $18,369,356.26
AMouNTs RECEIVED oR RECEIVABLE oN SusscripTIONs TO CAPITAL

Stock, ExcLusive oF THE Par VALUE oF sucH STock AND

AFTER DEDUCTING EqQuavrization Creprrs ($21,483.43) 1n-

CLUDED IN “OrpiNary DisTrIBUTION ACCOUNT” oo 6,766,170.45

Total $25,135,526.71

Depucr:
Amounts paid or payable on repurchases of capi-
tal stock (before deducting repurchase
charges of $9,457.66), exclusive of the par
value of such stock and after deducting
equalization debits ($7,092.02) charged
to “ordinary distribution account” . $2,895,515.84

Fees and expenses incidental to the registra-
tion and qualification of shares of capital
stock for sale 1,473.50 2,896,989.34

Barance, Ocroppri8 110467 =T T unm s e e $22,238,537.37

FOR THE YEAR ENDED OCTOBER 31, 1946

Purchases and sales of investment securities, other than Government securities,
during the year ended October 31, 1946, aggregated $10,371,485.00 and
$7,213,163.01, respectively.

During the year ended October 31, 1946 the company paid research and ad-
visory fees of $121,393.02 to Manhattan Research Associates, salaries of $6,525.00
to officers, and fees of $1,460.00 to directors. Certain partners of Manhattan
Research Associates are also officers or directors of Manhattan Bond Fund, Inc.

This report is authorized for distribution only to shareholders and others who have received a
copy of the official prospectus of ManuaTTAN Bonp Funp, INc., by which all offerings are made.
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TO olll' SIIL"'E’]OI(I(’I‘SI

This is the tenth annual report to shareholders since inception of
Manhattan Bond Fund, Inc. As befits the occasion, we have added to the
customary discussion of the fiscal year's operations a review of the services
which the Fund has provided for shareholders during all the years of its
existence.

-

2§ CONTINUED GROWTH =

As you know, your Company is the oldest and largest incorporated
Bond Fund. Each year, without exception, we have been privileged to
report an increased number of shareholders and a substantial growth in
net assets. In the past twelve months 2,708 new shareholders have been
admitted to the Fund — the [argesl increase in any annual period in its
llistory. Total assets are now $26,500,458.89; total number of shareholders

16,192. Both year-end figures are at an all-time high.

\ 1 ‘ |
90— NET ASSETS T

(Millions of Dollars) |

et — 16 NUMBER OF |
|| SHAREHOLDERS
- (In Thousands

|

1% o SATE | - 1
9 iw0 i 1w s 190 1k Iws 1 1947 [ O I T R

“ oI5 % 11

ears Ending January 31, 19981943 and October 31, 19131947,

You will be pleased to learn that shares of the Fund are extensively
held by trustees, corporations, insurance companies, colleges, libraries,

municipalities, educational, religious and charitable institutions throughout



the country. The largest investment of this type in Manhattan Bond Fund
is in the neighborhood of 0.000 shares; the average of such holdings Soo
shares. l)uring the past year the total number of institutions, corporations,
trustees and estates among the Fund’s shareholders increased I)_\' more than

fifty per cent.

2§ INCOME AND YIELD Ba

In the past twelve months, four (]uarlerly dividends were paid to share-
holders from “ordinary” income, totalling thirty-four cents per share.
“Or({inary” income is gross interest income from bondholdings. less oper-
ating expenses. In the previous year, 1040, such payments lotalled lllirly-

[Olll’ Ell’](l ()ne—ha” cents per S]lill’(“,

In addition. “('xlm—ur([inur_\‘” distributions lulu“ing sixteen cents per
share were pni([ from net security pmfils this year. Because of bond market
conditions during the vear (see discussion on page 8), this distribution
was smaller than the abnormally high payments made in the three pre-
vious years. As was observed in last year's annual report, the realization of
net profits is neither regular nor assured and distributions from this source

are entirely unpredictable as to occurrence. time or amount.

Details of 1047 paymenls to shareholders and the tax status of cach

are shown in the accompanying table.

® TAX STATUS OF 1047 DISTRIBUTIONS PER SHARE e

Ordinary Income Capital Gain

Payment Date Dividends Dividends
January 15 S .08 S .04
April 15 08 04
July IH .09 .03
October 15 .09 .05
Torars $ 34 S .16

Capital gain dividends are taxable as long-term capital gains. Only 50% of long-term capital
gains are taxable and the maximum tax rate applicable is also 50%. In effect, only one-half of your
regular tax rate is paid on the total amount of your capital gains distributions. In no event is more

than 25% of such dividends paid out in taxes.

One of management s endeavors is to provi(le shareholders with a better

income than that available from savings accounls or Ilig'vesl grade bonds.



The past year's distribution ol tllirly-four cents Irom ur(linur)‘ income
represents a 4.2% return on the sales price of the Fund's shares at the end
of the year. Typical yields currently available from savings media are

.\'Il()\\'l) ])e]()\\'.

TYPICAL YIELDS FROM SAVINGS MEDIA
OCTOBER 31, 1047

SAVINGS ACCOUNTS oo 1.0%0 1O 1.5%
GOVERNMENT BONDS oo 2.3 %0
A TO AA CORPORATE BONDS i.ii0iicimscsnnecsiasnmnars 29‘/4
SAVINGS AND LOAN ASSOCIATIONS ......2.5%

Since inception in 1938, uninterrupted quartorly dividends have been
paid to Manhattan Bond Fund shareholders totalling $6.252 per share.
These distributions consisted of $3.781 per share from uor(Iinary" income
and $2.471 per share of sec urity proﬁts. In dollar amount, the payments

totalled $11.558,272.38.

25 INVESTMENT ACHIEVEMENT &&

L—\SSQ[ \'ﬂ[lle [()l‘ CilCI‘ Sllilre 0[ the Fu"d at ‘I]" el\d 0[ tlle l:islj('ll year was
$7.51. Taking into account security profits distributions made during the

year, this represents a 5.0% decline from asset value a year earlier.

It is interesting to observe that 1047 vyear-end asset value per share,
adjusted for net security prolits distributions paid in the intervening period.
is now 37.4(/5 greater than the asset value of the Fund on October Bty
1938. There is room for further ~ though comparatively modest — rise in
value. The weighted average price of bonds in the investment portfolio on
October 31, 1047 was approximalely $810.00 rumpare(l with a face value

of $1,000.

It should be borne in mind, however, that the Fund is best suited for

investors who desire more dependahlc income and greater protection against

(S}



loss of principal than they could obtain in a common stock investment. The
accompanying chart shows, vear by year, the Fund's asset value per share
compared with bond prices generally (Dow-Jones Index of 40 Bonds) and

with stock prices (Dow-Jones Industrial Average).

180 $18
(Dow-Jones Industrial Stocks>

160 16

140 14

120

100 — [Dow-Jones 40-Bond Indeg =
P YT CCCCT) CETCCETETt CRTCCCRREd TR CLLLAK

80

(’_\Aanhatfan Bond Fund, Inc.
60 6
40 4
20 2

1938 ° 1939 * 1940 * 1941 " 1942 1943 1944 1945 1946 1947

Data for October 31 of each year. ManhattanBond Fund Asset
Value adjusted for cumulated security profits distributions.

«<§ SERVICES TO SHAREHOLDERS gas

Through a single investment in Manhattan Bond Fund. Inc., share-

holders enjoy wide diversification of bond l\o|dings. At the 1047 fiscal
year-end each shareholder’s interest in the Fund was spread among fifty-
seven bonds of forly—lwo issuing companies. The ]argesl investment in any
one bond was less than 4.5% of total assets. As you are aware. all bonds

owned by the Fund are held in custody by the Bank of New York.

Continuous management and supervision of investment ||0|(|ings of
the Fund resulted in the addition of twelve issues and the elimination,

llll’Ollgll sale, exc lmng(\ or re(lempli()n. of thirteen issues during the year.


file:///verage

These revisions were in addition to numerous changes made in the propor-

tion of assets in individual portfolio investments.

e BONDS SOLD, CALLED OR EXCHANGED °

Abitibi Power and Paper Company, Ltd., First Mortgage 5%. 1005

The Champion Paper and Fibre Company 20-year Debenture 5%, 1005

Cities Service Company Convertible Debentare 5%, 1950

Continental Baking Company 20-year Debenture 5%, 1065

Housatonic Railroad Co. Consolidated 5%, 1957

Koppers Company, Inc. First Mortgage 5%, 1964

New England Gas and Electric Association Convertible Debenture 5%, 1047
New England Gas and Electric Association Convertible Debenture 5%, 1948
New England Gas and Electric Association Convertible Dcbenture 5%, 1950
New England Railroad Co. Guaranteed Cons. Mortgage 50-year 5%. 1045
New Orleans, Texas & Mexico Railway Co. First Mortgage Series A 5%2%, 1054
Pennsylvania Power and Light Company First Mortgage 3%. 1975

New Orleans, Texas & Mexico Railway Co. First Mortgage Series B 5%, 1051

. BONDS PURCHASED OR RECEIVED IN EXCHANGE .

American Airlines, Inc. Sinking Fund Debenture 3%, 1966

Boston and Maine Railroad First Mortgage Series “R.R.” 4%, 1960

Chicago, Milwaukee, St. Paul and Pacific RR. Co. Series A 4%2%. 2010

General Realty and Utilities Corp. Cumulative Income Debenture 4%. 1069

Ilinois Central Railroad Company and Chicago, St. Louis and New Orleans Railroad
Company Joint First Refunding Series A 5%, 1965

Missouri-Kansas-Texas Railroad Company Prior Lien A, 5%. 1962

Missouri-Kan | s Railroad Company Prior Lien, D, 4%2%, 1978

New York, New Haven and Hartford Railroad Company First Refunding Mortgage Series
A 4%, 2007

New York, Lackawanna & Western Railway Co. First and Refunding Mortgage Series B
4%2%, 1973

a Railroad Co. General “B” 5%, 1068

San Francisco Railway Co. First Mortgage Seri A 1%, 1997

-Southwestern Railway Co. General and Refunding “A” 5%, 1990

The constant search for better bond values on the part of your manage-
ment and its investment adviser resulted in the purclmse of bonds of more
than 150 separate issues in the years 10538-1947. Only four of the fif[y-seven
bonds now owned have been (‘ontinuously held since 1038. Others, held
for intervals during that time, have been sold, presented for redemption
upon call. or excl\anged for more attractive issues. Changes such as these
hecome necessary with the passage of time and in the normal process of
careful supervision. Ordinarily they require the individual attention of each
bond investor. Owners of Manhattan Bond Fund, Inc. participate, through
the Fund, in a bond investment which in itsell is continuously supervised.

non-maturing and non-callable.

In the ordinary course of business during the year just concluded. more
than one hundred interest coupons were collected; the Fund maintained
detailed records of all business transacted; prepared and forwarded to
shareholders monthly reports of portfolio holdings. Daily quotations for

N
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shares of the Fund, based on the market value of bonds owned. were cal-
culated and made available to investment dealers and to leading newspapers
in which Ille)' are pu]dlishe({

2§ THE BOND MARKET &
e REVIEW

This has been a year of adiustments in the bond market. Because of
rising price levels and active business, induslry needed additional capilal
for inventories and for plant modernization and expansion. Ordinarily,
business managements would have soug[lt part of their capita[ needs tl)mug}l
sale of additional stock, but the condition of the stock market for the past
year was not conducive to such financing, Thus the bond market had to
bear the brunt of somewhat unusual demands for new capita]. At the same
time, revival of building construction again enabled institutional investors
to employ large amounts of their funds in mortgage loans; this reduced the
amount of capita] they could wuse for purchasing new bonds.

During the year, the abnormally narrow yield “spread” between long-
term government bonds and best grade corporate bonds was widened from
about 0.45% to about 0.60%, by a moderate decline in high grade bond
prices. In addition, interest rates on one-year government notes were
adjusted })y the U. S. Treasury from Y3 % to about 1%%. partially correct-
ing the abnormal yie|cl "spread" between short and long term government

issues.

These deve[opmenls created some |1esitm\cy in the bond markets. One
of the consequences was the deferment of plans for refinancingv on better
terms, the existing bonds of many companies. The combination of moder-
ately declining bond prices and deferment of redemption of outstanding
bonds was the reverse of the situation that had prevailed in immediately
preceding years, when bond prices had been rising and outstanding issues
were being refinanced by call and issue of new. lower-rate securities. Thus.
the unusual conditions responsil)[e for the large distributions of realized
security pmrils ])y yvour company in those vears were not present in 1047.

® RAILROAD BONDS

Railroac[ bon(ls. many 0[ \\'llich are he[({ by your company. were
influenced })y these dcvelopmenls and [)y prol)lems poculiur to the railroad
business as well. This year saw increased wages granted to rail labor, and
a temporary rate increase to cover these costs promptly granted the railroads
by the Interstate Commerce Commission. Final decision of the .C.C. on
the much greater rate increase requested by the roads will shortly be forth-
coming, perhaps l)y the heginning of 1048.



Your company's investment adviser, Manhattan Research Associates,
considers that care[u”y selected railroad bonds represent some of the best
values in the bond market today. This view is shared by your management.
Financial status of the railroads whose bonds are owned by the Fund is
exceedingly strong. Since 1930 their working capital increased by about
$1 billion; funded debt was reduced by over $1 billion, or 18% and annual
interest requirements I)y :mpl‘oximately $100 million, or 30‘/& Recent
working capital total was more than 5 times greater than annual interest
charges. Estimated 1047 and 1048 earnings of these roads will be more
than .'1dequnle to meet interest payments. Furthermore, the recent rate
decisions of the I.C.C. suggest that that regu]atory body regards itsell as
duty-l)ound to maintain or improve the credit standing (earning power)
ol the railroads.

® OUTLOOK

In the economic research carried on constanlly })y Manhattan Research
Associates. special attention is being devoted to efforts to locate signs of
deterioration in general business. At this writing. however. the studies
indicate continuation of a high level of business activity for many months
to come. Likewise, there is evidence that the adjustment in the high grade
bond market is largely comp]elc({. In the investment of vour rompnny's
assets, management is giving major weight to these findings.

2§ FINANCIAL STATEMENTS %Z&

You will find a complete schedule of portfolio holdings as of October
51. 1047 on pages ten and eleven. A tabulation of the price and dividend
]1istory of the Fund is shown on page twelve.

Pages thirteen to sixteen are devoted to the report of your Corporalion's
auditors, Zimmermann & Company. to detailed statements covering opera-
tions of the Fund for the fiscal vear ended October 51, 1047 and its financial
condition as of that date.

We urge you to acquaint yourselves with these statements and cordia“y
invite you to communicate with us if vou have any questions relating to
them or to any other portions of this report.

Respectlully submitted.

Huei \W. Lo~e. President

By Order of the Board of Directors
November 14. 1047
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Face

Value

$583,000
633,000
700,000
300,000
418,000

781,000
400.000
238,000
330,000
313.000

742,000
1,182,000

121,000
582,000
007,000
1,433.000
972,000
133.000
1,110,000
370,000
493,000

221,000

1,409,000
452,000
998,000

1,204,000
160,000

American Air Lines, Inc., Sinking Fund Debentures, 3%, 1966

American & Foreign Power Company, Inc., Debentures, 5%, 2030

Associated Electric Company, 4Y2%, 1953

Associated Electric Company, 3%, 1961 :

Associated Telephone and Telegraph Company, 25 Year Debentures,
Series A, 5%2%. 1955

Atlantic Coast Line Railroad (Amlplll\ General Unilied .\lmng;.go Filty
Year Coupon, Series A, 4%2%, 1961

The Baltimore and Ohio Railroad Company, First Mortgage | ifty Year,
(Stamped), 5%, 1948

The Baltimore and Ohio Railroad Company, Refunding and General
Mortgage, Series G, 5%, 1995

The Baltimore and Ohio Re nlm.u] Company, Refunding and General
Mortgage, Series J, 6%,

The Baltimore and Olun Rnl]ro.ul Company, Refunding and General
Mortgage, Series K,

Boston and Maine Rm‘mar] First Mortgage, Svnos RR, 1% l()()O

Bu"{:)lo Rochester & Pittshurgh Railway Company, Consolidated, 4%2%,

57

Chicago, Great Western Railway Company, First Mortgage, Qcm\ .»\.
4%,

Chicago, Milwaukee, St. Paul & Pacific Railroad Company, General
Mortgage Incoine, Series A, 4%2%, 2019

Chicago, Milwauke

St. Paul & Pacific Railroad Company, General
Mortgage Convertible Income, Series B, 4Y2%, 2041 :

Chicago and Northwestern Railway Company. Second Mortgage Con-
vertible Income, Series A, 4Y2%,

Chicago, Terre Haute and Soullwmlom le“ n Company, First and
Relunding Mortgage, 2% % to 4V4%,

City Investing Company, Convertible Smkum Iuml Dcl)cnlurc< 4%,
1961

Cleveland. Cmummn C]mugu f— §| Louns R.|||\\ v Company, Refund-

ing and Improvement, Series E, 4%2%, 1977

The Cleveland Union Terminals Cmnpxul). First Mortgage Sinking

Fund, Series A, 5%2%, 1972

The Cleveland Union Terminals Company, First Mortgage Sinking
Fund, Series B, 5%, 1973 . o

Delaware, Lackawanna and Western Railroad Company, New York,
I wanna and Western Division, First and Refunding Mortgage,
Series C, 5%, 1973 ) : S

Erie Railroad (‘mnpun\ General Mortgage Cumulative Income, Series
A, 4%, 20

General Realty & ,ulnim Corporation, Cumulative Income Debentures,
4%, 1969

Gull, Mobile and Ohio Railroad Company, General Mortgage Income,
Series A, 5%, 2015 .

linois Central Railroad Company, Forty Ycar 4%1%, 1966

Ilinois Central Railroad Company & Chicago, St. Louis & New Orleans
Railroad Company, Jt. First Refunding Mortgage, Series A, 5%, 1963

Value Based On

Closing Market
Quotations

s 510,125.00
678,101.25
707,000.00
315,000.00

424,270.00
816,1-45.00
348.000.00
137.415.00
268.270.00

198,082.50
598.237.50

721,020.00

93,590.00
403.762.50
353.510.00
888.160.00
816,-180.00
373,725.00
789.570.00
389,425.00

507,790.00

176,100.00
908,805.00
379,680.00

693,610.00
1,009,320.00

142,800.00



Jnvesz‘mem‘s — @ci’o[)er 31, 1947

Face

Value
$949,000
473,000
764,000
205,000
207,000

562,000
415,000

107,000
738,000
638.000
648,000
300.000

60,000

242,000
475,000

405,000

442,000
266,000
300.000
1,198,000

338,000
319,000
119,000
985,000
1,055,000
60,000
789,000
310,000
215,000

664,000
50,000

Bond Description

International Hydro-Electric System, Convertible Debentures, Stamped,
$300.00 paid, 6%, 1944

Interstate Power Company, First Mortgage, 5%, 1957

Lehigh Valley Railway Company, First Mortgage Extended, 4%2%, 1930

Missouri- K'lnms T( sxas Railroad Company, Prior Lien Mortgage, Series
ANS5%,

Missouri- Krms.n Ium Railroad C(mlp.m\ Prior Lien Mortgage, Series
D. 4%2%. 1978

Morris & Essex Railroad Company, ]Il‘\[ Retunding, 3%2%, 2000

New Orleans Great Northern Railway Company, First Mortgage Fifty-
Year, Series A, 5%, 1983 . .

New Orleans, Texas & Mexico Railway Company, First Mortgage,
Series C, 5%, 1956

The New York Central Railroad Company, Refunding and Improve-
ment Mortgage, Series A, 4Y2%, 2013 : :

The New York Central Railroad Compun\'. Relunding and Improve-
ment Morlgaﬂc Series C, 5%,

The Nf-w York, New Haven & Hdrtfmd Rm'ro ad Company, l|r~| and
Re undmg Morlqngc Series A, 1%, 21

The New York, Lackawanna & Western Rdll\\'il\' Company, First and
Refunding Mortgage, Series A, 4%, 1973

The New York, Lackawanna & Western Railway Company, Bttt
Refunding Mortgage, Series B, 4%2%, 1973

Northern Pacific Railway Company, Collateral Trust, 4%2%, 1975

Northern Pacific Railway Company, Refunding and Improvement Mort-
gage, Series C, 5%, 2047

Northern Pacific Railway Cumpun Refunding and Improvement Mort-
gage, Series D, 5%, 2047 .

Pennsylvania Railroad Company, General \lurlL wge, gr‘n(\ B. 5%. 1968

The Pittston Company, Collateral Trust Sinking Fund, 4%, 1961

The Pittston Company, Cumulative Income Debentures, 5%2%, 1964

St. Louis-San Francisco Railway Company, First Mortgage, Series A,
4%, 1997

St. Louis \nul]muhrn Railway Company, General and Refunding,
Series A, 5%, 1990 .

Seaboard /\nr Line Railway Company, General Mortgage Income,
Series A, 4%2%, 2016 .

Southern Pacific Company, Forty-Year, 4%2%, 1969

Southern Pacific Company, Fifty r, 4V2%, 1981 5

Southern Railway Company, Development and General Mortgage, Series
A, 6%%, 1956 -

\1rg|m.é and Southwestern Railway Company, First Con\o]l(]«\kc([ 5%,

Wabash Railroad Company, Gcm-m[ Mortgage Cumulative Income,
Series B, 4%1%, 1991 .

Walworth Company, 30 Year Convertible Debentures, 3%4%, 1976

The Western Union Telegraph Company, 25-Year, 5%, 1951 .

The Western Union Telegraph Company, 30-Year, 5%, 1960 .

United States of America Treasury, 2Y2%, 1967-72 (December)
Total

Value Based On

Closing Market
Quolali«ms

653,023.75
473,000.00
500.420.00
164,000.00

148,005.00
314.720.00

423,300.00
105,662.50
516,600.00
494,450.00
400,110.00
201,000.00

45,450.00
240,790.00

163.125.00

392,850.00
455,260.00
266,000.00
301,500.00

970,30.00
307.,550.00
202,565.00
380.766.25
891,425.00
1,164,456.25
59,400.00
639,090.00
294,500.00
201,831.25

597.,600.00
50,796.88

970010!)1
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October 31

1939*
1940*
1941*
1942%
1943*
1943
1944
1945
1946
1947

sy

Sliatis b a N C (taiory

25§ GROWTH OF THE FUND Z&*

Net

Assets

$ 757,312

1.056.631
7.507,227
8.452.628
11.592.088
14.789.599
20.939.706
23.143.707
23,342,757
26.506.458

Number of

Shareholders

1
1
1
1

384
2.421
4,382
5.046
0.068
7,779
0,380
1.344
3,484
6.192

Number of Shares

Outstanding

109,394

609.370
1,062,478
1.194.226
1.612.635
1.862.165
2,274,715
2.504.037
2.940.175
3.625.460

25 CAPITAL PERFORMANCE AND INCOME B&a

——— Distributions Per Share From -

Years Ended

October 31
1938
1939
1940
1041
1942
1943
1944
1945
1946
1947

+Asset value adjusted for cumulated security profits distributions

Asset Value

Per Share
$ 712
Z.12
6.83
7.07
7102
7.94
9.21
9.24
7.94
7.31

All

Sources
SIRID
53
.50
51
Sl
.70
782
1.30
80
.50

Income

ol 12

46
Al
A4
44
42
A06
40
345
34

Security
Profits

07
.09
07
07
28
376
90
455
.16

Adjusted Asset Value
Per Sharet
SIZ12
7:19
6.99
7.30
732
8.52
10.166
11.096
10.251
9.781
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To the Board of Directors and the Stockholders,
Manhattan Bond Fund, Inc.:

We have examined the balance sheet of Manhattan Bond Fund, Inc.
(inc[uding the schedule of in\'cslmcnts) as at October 31, 1047 and the
related statements of income and security prol‘it and loss, pai({—in surplus
and supplementury information for the year ended that date, have reviewed
the system of internal control and the accounting pro('e([ur(ts of the Cmnpuny
and, without making a detailed audit of the transactions, have examined
or tested accounting records of the Company and other supporting evidence,
by methods and to the extent we deemed appropriate. Our examination
was made in accordance with generu“y uccepted auditing standards
and included all proc edures which we considered necessary in the circum-
stances. Securities owned at October 51, 1947, as shown on the schedule
of investments, excepl securities pur(‘]msed but not yet rec eived, were con-
firmed to us ])y the custodian. Securities ])urrlmse(l but not vet received

were (‘Onfirmed to us by I)ro](ers.

In our opinion, the accompanying balance sheet (including the
schedule of investments) and the related statements of income and security
profit and loss, paid—in surplus and supplementary information, including
the notes thereto, fairly present the position of Manhattan Bond Fund. Inc.
at October 31, 1047 and the results of its operations for the year ended that
date, in conformity with generally accepted accounting principles applied
on a basis consistent with that of the preceding year.

ZimimERMANN & ConpANY
Certified Public Accountants

New York, N. Y.

November 12, 1047.



Manhattan Bond Funcl, Inc.
(INCORPORATED IN DELAW ARE)

Balance Sheet, October 51, 1947

ASSETS

Cash on Deposit with Custodian . . . R . . $  181,460.96

Investments in Marketable Securities — At value based on closing market quotations (Cost
of specilic certificates held, $27,535.604.62) . . . . o . . 25,970,910.63
Receivable for Interest Accrued and Interest Purchased . . . . 477,096.94
Receivable for Securities sold, not yet delivered . . . . . . . 3,094.67
Receivable from Wholesale Distributor for Capital Stock sold, not yet delivered ; 40,445.11
TOTAL . . . . . A . $26,673,008.31

LIABILITIES

Payable for Securities Purchased, not yet received . . . . . . $ 117,989.05
Payab]e for Capilal Stock Repurchased, not yet received . . . . 26,681.21
Accrued Taxes and Accounts Payable (Note 1) . . o 21,879.16 $ 166,549.42

Capital Stock and Surplus (Equivalent to $7.51 per share on 3,625,460
shares outstanding) :

Capital stock of $.10 par value — Authorized, 7,500,000 shares;
issued or subscribed (less 9,562 shares in treasury), 3,625,460

shares (Note 2) . . . . . . . . . _ _ . $ 362546.00
Reidfin¥surplos S s SR 07 474.350/83
“Ordinary distribution account” balance . . . . . . | 22,038.93
Security profits surplus . . . . . . . 12,215.12
Wotal™s 2" "0 U e s s & s . e W $2787113288
Excess of cost of investments over value thereof based on closing
market quotations . . . . . . . . . . (1,364,693.99) 26,500,458.89

11000 Dol b S R A 526,673 00831

( ) Denotes deduction.
NOTES:
(l) No provision has been made for Federal income tax on net income or realized cupital gains, since it is
the pu|icy of the Compﬂny to distribute all of its taxable income for each year in taxable dividends
(inc]uc‘ing Capilill gain dividends) and to quality as a “regulated investment company under Sec-

tion 361 of the Internal Revenue Code.

(2) The par value of treasury stock ($056.20) has been c'nmgcd against capila| stock account.

14



Statement of Income and Security Profit and Loss

FOR THE YEAR ENDED OCTOBER 51, 1947

"
ORDINARY DISTRIBUTION ACCOUNT  (As defined in the charter):
IncomE:

Interest on bonds

Expenses:

Research and Advisory Fee . . . . . . . . | $126,975.61
Reports to stockholders . 11,554.59

Franchise and excise taxes (oll’ler lhan porlvon appllcable to
security proﬁis) 5 G G s 11,146.24
Salaries — Officers and clerical . . . . . . . . 11,141.39
Transfer agent’s fees and expenses . . . . . . . . 9,046.50
Distribution disbursing charges . . . . . . | 8.713.84
Legal and audﬂing fees . . . . . . .. 8,064.26
Custodian’s fees and expenses . . . . . | T 721875
Miscellaneous S 19,298.37
Fotal RN 03555
Deduct—Repurchase charges received . . S E A 1,385.04

$ 1,340,416.10

NEr income (exclusive of security profits and losses)
App: Balance, October 31, 1046 T S -
Equalization credits—Net (portion of amounts received for capital stock sold
less compaml’)lc amounts paid for capital stock repurclmscd. representing

the lization of the j ts of the “ordinary distribution
account” at dates of sales and repurchases of capital stock)

Norar s : s TR
Deduct—Cash distributions to %iockl’lo]ders of $.08 a share each paid January 15,
and April 15, 1947, and $.09 a share each paid July 15 and October 15, 1047
Bavrance, Ocroser 31, 1047

SECURITY PROFITS SURPLUS
(Compuletl on the basis of izh)ntifyiny the cost o{ sp«(-ific cnrlifim!()s sold) :
Bavrance, OcroBer 31, 1046:

Accumulated net profit . . . . ; : $4.969.037.73
Accumulated distributions from security pmhl 4.953.112.17

Net profli from sales of securities less $4.280.17 provision for New York State fran-
chise tax and New York City excise tax ($407,54%3.75 on average cost basis)

Torar

Deduct—Cash distributions to slockho]ders of $.04 a share cacl\ pmd January 15,
and April 15, 1947, 303 a share pmd July 15, 1047 and $.05 a share paid
October 15, 1047 . . 25

Barance, Ocroser 31, 1047

UNREALIZED APPRECIATION (DEPRECIATION) IN MARKET
VALUE OF SECURITIES:
Balance, October 51, 1946
Decrease cluring the pcriod

Balance, October 51, 1947

211,769.51

$ 1,128,646.59
3,060.25
2149817
1,153,205.01
1,131,166.08
$ 15,925.56
 528,724.04
$  544,649.60
532,434.48

$ 12215512
$  791,216.94
2,155.91093
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Statement of Paid-In Surplus
FOR THE YEAR ENDED OCTOBER 51, 1947

BALANCE. OCTOBER 51, 1046 $22,238,537.37

Amounts Received or Receivable on Subscriptions to 844,825 Shares of Capital Stock, Ex-
clusive of the Par Value of such Stock and after deducting Equalization Credits
($25.116.28) included in “Ordinary Distribution Account” 6,161.020.79

TOTAL ; $28,699,567.16

DEDUCT=Amonnls Patd orPavable on' Repurchases (o li50in55  Sharestol CapitallStock
(Before deducting repurchase charges of $1,585.04). Exclusive of the Par Value of
such Stock and after deducting Equalization Debits ($5.018.11) charged to “Ordinary
Distribution Account” 1,225,214.33

BALANCE. OCTOBER 51, 1947

Suppl(‘monlary Information

FOR THE YEAR ENDED OCTOBER 51, 1947

PURCHASES AND SALES OF INVESTMENT SECURITIES
Purchases and sales of investment securities. other than Government securities.
during the year ended October 51, 1047. aggregated $8,704.712.50 and $3.805.840.45.

resp(‘c(ively.
COMPENSATION OF OFFICERS AND DIRECTORS

During the year ended October 31. 1047 the Company paid research and
in(l\'isor)' fees of $126,075.61 to Manhattan Research Associates, salaries of $6.462.50
to officers, and fees of $1,000.00 to directors. Certain partners of Manhattan Research

I\SSO(‘iill’?S are il[.\'() Oﬂ:i('(‘TS or ('ire(‘lm‘s OII ‘\’]anlmttnn l;()ll({ Fun(l. ]l)(ﬂ

The Fund pays no compensation to Hugh W. Long and Company, Incorporated.,
its underwriter, for services in the distribution of its securities. but the underwriter
received from distribution charges added to the asset value of cupila[ stock sold
during the fiscal year ended October 31, 1047, the amount of $196,648.15, after
paymenls or allowances to authorized dealers. Certain officers or directors of Hugh
W. Long and Company. Incorporated. are also officers and directors of Manhattan

BOI](I ]?lll!(L Il](‘.
K

This report is authorized for distribution only to shareholders and others who have received a

copy ol the official prospectus of Maxuarran Boxp Fusp, Inc., by which all offerings are made
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