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To the Stockholders of 
The Gruen Watch Company:

Submitted herewith is the Annual Report of your company for 
the fiscal year ended March 31, 1936, as certified by the auditors.

You will note this statement shows, for the fiscal year, a net profit 
of $4,745.94 after all charges, which compares with a net loss of 
$277,282.23 before adjustments, in the previous fiscal year.

In considering results for the year just ended, please remember that 
the reorganization of your company was not completed until the latter 
part of July, 1935. This did not permit sufficient time to organize and 
systematize all manufacturing facilities to properly take advantage of 
the fall business. In spite of these difficulties, however, your company 
increased its sales in both dollars and units.

Our plants are being reorganized and equipped with the most mod' 
ern machinery. The maintenance of traditional Gruen quality and 
the attainment of even higher standards of excellence in product are 
being accomplished with improved production methods that reflect 
economies, making it possible to price our watches more competitively.

This, together with the re-styling and modernizing of the line and 
greater advertising support, has accounted in large measure for the 
fine reception and confidence Gruen Watches have been accorded by 
jewelers throughout the country.

Many problems pertaining to manufacturing methods and personnel 
still remain and the management is devoting its entire energy to their 
solution. I am surrounding myself with an efficient, hard'working 
organization, the results of which I feel confident will be reflected 
in the forthcoming years.

I want to express my deep, personal appreciation to both the stock' 
holders and our entire organization for their loyal support.

Time Hill, Cincinnati, U. S. A.
May 7, 1936 THE GRUEN W ATCH COMPANY

TIM E N ILL 
C IN CIN N ATI, O H IO

DIRE

G eorge A . D ieter le  . . .

F red G. G r u e n  . . . .
G eo. J. G r u e n ........................
B e n j . S. K a t z ........................
W arren  E. K eplin g er  . .

R obert A . T a ft  . . . .  
C lifford  R. W right . . .

C T O R S

Treasurer, The Ohio Pfational
Life Insurance Company
Chairman
Vice'President
President and Treasurer
President, The Cincinnati Morris
Plan Ban\
Taft, Stettinius &  Hollister 
Director, Union Central Life 
Insurance Company

O F F I C E R S

F red G. G r u e n  . 
B e n j . S. K atz . . 
G eo. J. G r u e n  . .
W m. C. B lackham  
T eviah Sachs . .
G eorge T . G r u e n  . 
A lfred  T. R eis . . 
G eorgia H u b b e l l  .

Chairman
President and Treasurer 
Vice'President
Vice'President and Comptroller
Vice'President
Secretary
Assistant Comptroller 
Assistant Secretary



THE GRUEN WATCH COMPANY
A S S E T S

CONDENSED BALANCE SHEET — AT MARCH 31, 1936

LIABILITIES AND NET W O RTH
CURRENT:

Cash in Banks and Cash Funds...............................  $ 106,337 56
Notes and Accounts Receivable— Customers—

Net of Reserve........................................................  519 Q85 91
Account Receivable—Subsidiary............................. 1,833.46
Inventory—Merchandise and Materials...............  501,699.14
Movements and Parts in Transit................ ............  25 868.55

Total Current Assets.................................... 1,254,824.62

Notes Receivable — Customers — Maturity a fte r
March 3 1, 1937..........................................................

Notes and Accounts Receivable — P ersonal and
Other — Net of Reserve..........................................

Account Receivable—Subsidiary—Net of Reserve..
Investment in Subsidiary Companies..........................
Investment in Other Companies.................................
Plant and Property Investment...................................  $476,108.18

Less—Reserve for Depreciation...............................  145,210.26
Plant and Property Investment — 7\[et....

Deferred Charges ..........................................................
Patents, Watch Models, and Good W ill.................

2,186.12

1,395.41
9,400.10

288,274.70
112,713.65

330,897.92
9,281.54

1.00

Total Assets $2,008,975.06

NOTE:
Contingent Liability amounting to $109,000.00 exists at March 31, 

1936 for possible additional assessment of Taxes and Interest.
Cumulative Dividends on Class A Preferred Stock amounting to 

$7,275.00 were unpaid at March 31, 1936.
Contingent Liability amounting to $3 54,289.70 exists at March 31, 

1936, for Customer’s Notes and Acceptances Receivable discounted.

CURRENT LIABILITIES:
Accounts Payable — Trade ...................................  $ 32,54
Accounts Payable — Subsidiaries ..........................  52 6̂2
Credit Balances — Accounts Receivable Ledger.. 6*82
Accrued Expenses ...................................................... 44 60

Total Current Liabilities...............................  135 59

Registered Debentures — Authorized and Issued.... 727,50

NET WORTH:
Class A P referred  Stock— 

$ 100.00 Par Authorized and 
Issued ......................................

Class B Convertible Non-Vot­
ing Preferred Stock $1.00 
Par Authorized and Issued..

Class B C onvertib le  Voting 
Preferred Stock $1.00 Par 
Authorized and Unissued....

Class C Preferred Stock $25.00
Par—Authorized .................
Less—In Treasury...............

Common Stock $ 1.00 Par
Authorized .............................
Less—Unissued ...................

In Treasury...............

Deficiency Account 
Net Worth .

7,275 Shares $727,500.00

363,750 Shares 363,750.00

363,750 Shares

20,000
387

Shares
Shares

500,000.00
9,675.00

19,613 Shares 490,325.00

500,000 Shares 
382,213j/2 Shares 

2,582^/2 Shares 
384,796 Shares 
115,204 Shares

500,000.00
382,213.50

2,582.50
384.796.00
115.204.00
551,901.40

1,144,87

Total Liabilities and Net Worth. $2,008,97

CONDENSED DEFICIENCY ACCOUNT 
Deficiency Balance as of March 31, 1935, as shown 

in Balance Sheet accompanying "Plan of Re­
organization” ............................................................... $ 571 32

Deduct —
Net Adjustments applying to prior period.... $ 14,678.42 
Net Gain for Year ended March 31, 1936.. 4,745.94 19,42'

Deficiency Balance March 31, 1936..........................  $ 551,90

CERTIFICATE: We have made an examination of the Balance Sheet ot The Gruen Watch Company as at March 3 1 , 1936, and of the state­
ments ot Profit and Loss and Deficiency for the year ended that date. In connection therewith, we examined or tested accounting records of the 
Company and other supporting evidence and obtained information and explanations from officers and employees of the Company; we also made a 
general review of the accounting records.

In our opinion, based upon such examination, the accompanying Balance Sheet and related statements of Profit and Loss and Deficiency fairly 
present, m accordance with accepted principles of accounting, its position at March 31, 1936, and the results of its operations for the year.

G ano s? Ch errin g to n ,
Cincinnati, Ohio, May 6, 1936. Certified Public Accountants.

I



CLEVELAND FUBUC LIBKARI 
BUSINESS INFORMATION BUREALT 
CORPORATION FILE

Annual Report
FISCAL YEAR ENDED MARCH 31, 1937

W A T C H E S

THE GRUEN WATCH COMPANY
TIME HILL 

CINCINNATI, OHIO

MRS
Corp, Fite



THE GRUEN WATCH COMPANY
TIME HILL, CINCINNATI, OHIO

D I R E C T O R S

G eorge A. D ieterle  . . . Treasurer, The Ohio National Life Insurance Co.
Fred G. G r u e n .................... Chairman
G eo. J . G r u e n .................... Vice-President
D avid C. J o n e s .....................First Vice-President, The Lunkenheimer Co.
B e n ja m in  S. Katz  . . . .  President and Treasurer
Robert A. T a f t  . . . .  Taft, Stettinius & Hollister

C lifford  R. W right . . . Director, Union Central Life Insurance Co.

O F F I C E R S

F red G. G r u e n .................... Chairman
B e n ja m in  S. Katz  . . . . President and Treasurer
G eo. J . G r u e n .................... Vice-President
W illiam  C. B lack h am  . . Vice-President and Comptroller
T eviah Sa c h s ....................... Vice-President

G eorge T. Gruen  . . . .  Secretary
A lfred  T . R e i s .....................Assistant Comptroller
G eorgia H u b b ell  . . . .  Assistant Secretary

Transfer Agent—The Fifth Third Union Trust Co., Cincinnati, Ohio 

Registrar—The Central Trust Co., Cincinnati, Ohio

Escrow Agent (ForStock Warrants)—The Central Trust Co., Cincinnati, Ohio



P R E S I D E N T ’ S R E P O R T

To the Stockholders of The Gruen Watch Company:

THERE is submitted herewith the Annual Report of your company for the fiscal year 
ended March 31, 1937, as certified by the auditors which shows a net profit of 
$606,685.95 as compared with a net profit of $4,745.94 for the previous fiscal year. 

Earnings for this year, which are after the deduction of Federal Taxes on Income in the 
amount of $122,569.53, include a non-recurring profit of $57,204.45 on foreign exchange.

The year just ended has witnessed substantial progress toward the accomplishment of 
the objectives which the management set for itself at the time of the reorganization in 
1935 and it is important to note that the number of units manufactured and sold and 
the net profit earned were the largest in the entire history of your company.

The net earnings of $606,685.95 have wiped out the deficit in the Surplus Account 
of $551,901.40 which existed at March 31, 1936. The Surplus Account, after certain 
adjustments as shown in this report, has a credit balance of $12,554.05 at March 31, 
1937. All dividends accrued and payable to March 31, 1937, on $727,500 Class A Pre­
ferred Stock have been paid and on or before June l, 1937, your company will make 
principal payments of $427,707.83 on its Registered Debentures. Debentures outstanding 
after this payment will amount to $286,064.32.

According to the terms under which the Debentures and the Class A Preferred Stock 
were issued, all of the Debentures and Class A Preferred Stock must be retired out of 
earnings before any dividends can be paid on the Class B Preferred, Class C Preferred, 
and the Common Stock.

It is the hope of the management that the remainder of the Debentures and a 
substantial part of the Class A Preferred Stock can be retired out of the current year's 
earnings and thus hasten the time when your company can resume the payment of 
dividends to all classes of stockholders.

The manner in which our products have been received by our dealers throughout the 
country and the success these dealers have had with same has been most gratifying and I 
take this opportunity of expressing to them our sincere thanks for their splendid support 
and cooperation.

Your company has in this past year purchased the balance of the capital stock of 
its subsidiaries formerly held by individuals so that it now has complete ownership of 
these companies. These companies made a net profit of $114,383.40 for the fiscal year 
ended March 31, 1937. Of this amount only $18,068.55 was received by your company 
in the form of dividends and included in its net earnings.

While our sales for the year just ended were still limited by our manufacturing 
capacity, the reorganization of our manufacturing facilities is proceeding along very 
satisfactory lines and from present indications your company will show a still further 
increase in production this coming year.

In reviewing the year just ended, I feel a deep sense of obligation to stockholders, 
directors, officers, and employees for their untiring efforts and loyal support and to them 
I express my sincere gratitude.

By Order of The Board of Directors,
Respectfully submitted,

BENJAMIN S. KATZ,
President.

Time Hill, Cincinnati, V. S. A.
April 30, 1937.



T H E  G R U E N  W
Condensed Balance Sh

A S S E T S
CURRENT:

Cash in Banks and Cash Funds.......... ....................... ........................$ l66,804.70
Notes and Accounts Receivable—Customers—Net of Reserve..........  1,157,105.97

Account Receivable—Subsidiary.......................................    359-59
Inventories at the lower of cost or market........................................... 583,000.41

Total Current Assets................................................................ $1,907,270.67
Cash Surrender Value of Life Insurance Policies......................................... 5,078.65
Notes Receivable—Customers—Maturity after March 31, 1938................  716.35
Notes and Accounts Receivable—Personal and Other—Net of Reserve.. .  17,560.38
Account Receivable—Subsidiary—Net of Reserve........................................ 41,732.46
Investment in Subsidiary Companies.............................................................  416,314.14
Investment in Other Companies................   112,713-65
PLANT AND PROPERTY INVESTMENT...................... $493,465.23

Less—Reserve for Depreciation.................... ................  146,832.52

Plant and Property Investment—Net.. 346,632.71
Deferred Charges....................................................................  5,693-50
Patents, Trademarks, Copyrights, Watch Models,

and Good W ill.................................................................  1 .00

TOTAL ASSETS 52,853,713.51

NOTE (1) Contingent Liabilities existing at March 31, 1937:
Possible additional assessment of Taxes and Interest of $115,000.00. 
Customers' Notes discounted amounting to $581,057,77. 
Endorsement of Acceptance of Affiliated Company of $11,400.00.

J



AT C H C O M P A N Y
eet At March 31,1937

L I A B I L I T I E S  A N D  N E T  W O R T H

CURRENT LIABILITIES:
Accounts Payable—Trade...................................... , . , ......................... S 13,878.36
Account Payable—Subsidiary..................................................   182,195.06
Principal of Registered Debentures payable

on or before June 1, 1937.............................................................  427,707.83
Federal Taxes on Income of Year ended March 31, 1937....................  122,569.53
Note Payable........................................................................................... 5,000.00
Credit Balances—Accounts Receivable Ledger..............   2,954,08
Accrued Expenses..................................................   65,070.28

Total Current Liabilities.........................................................$ 819,375-14
Note Payables—with maturity subsequent to March 31, 1938......................  40,000.00
Registered Debentures....................................................................................  286,064.32

NET WORTH:
Class A Preferred Stock—$100.00 Par

Authorized and Issued.......... 7,275 Shares $727,500.00
Class B Convertible Non-voting 

Preferred Stock $1.00 Par—
Outstanding.............................

Class B Convertible Voting Pre­
ferred Stock $1.00 Par

357,794 Shares 357,794.00

Authorized . . ........................ 363,750 Shares 363,750.00
Less—Unissued ....................... 363,650 Shares 363,650.00

Class C Preferred Stock $25.00 Par
100 Shares 100.00

Authorized............................... 20,000 Shares 500,000.00
Less—In Treasury................... 425 Shares 10,625.00

Common Stock $1.00 Par
19,575 Shares 489,375.00

Authorized............................... 500,000 Shares 500,000.00
Less—Unissued........................ 376,3571A Shares 376,357.50

In Treasury................... . 2 , 6 9 1 1 4  Shares 2,691.50
379,049 Shares 379,049.00

Surplus .............................................
120,951 Shares 120,951.00

12,554.05
NET WORTH...............
TOTAL LIABILITIES AND NET WORTH.................... $2,853,713 51

NOTE (2) No provision has been made herein for liability for Federal Surtax on Undistributed 
Profits. Due to contractual restrictions on the payment of Dividends, it is believed the 
Company is not subject to such tax, which opinion is concurred in by Counsel for the 
Company.



T H E  G R U E N  W A T C H  C O M P A N Y
Condensed Income and Profit and Loss Statement

YEAR ENDED MARCH 31, 1937

PROFIT FROM OPERATION.....................................................$773,424.75
OTHER INCOME:

Dividend ........................................................... $18,068.55
Non-recurring gain arising from adjustments 

due to reduction in rate of foreign 
exchange.............    57,204.45

Miscellaneous................................................... 27,232.12

102,505.12

875,929-87
OTHER DEDUCTIONS . ......................................  146,674.39

Net Gain for the year before Federal Taxes on
Income.............................................................  729,255.48
Less—Federal Taxes on Income....................  122,569-53

Net Gain remaining, transferred
to Surplus................................................ ... .$606,685.95

Condensed Statement of Surplus
YEAR ENDED MARCH 31, 1937

Deficiency Balance March 31, 1936...............................................$551,901.40
Net Gain for the year ended March 31, 1937......................  606,685.95

Deduct—
Dividends paid on Class A Preferred

Stock...................................... $21,825.00
Payment on accommodation endorsements 

of Acceptances—endorsements made 
in prior years....................   16,033.50

Miscellaneous adjustments and items
applying to prior years...................  4,372.00

54,784.55

42,230.50

Surplus March 31, 1937 $ 12,554.05



ACCOUNTANTS’ CERTIFICATE

The Gruen Watch Company,
Cincinnati, Ohio.

We have made an examination of the Balance Sheet of 
The Gruen Watch Company as at March 31, 1937, and of 
the statements of Profit and Loss and Surplus for the year 
ended that date. In connection therewith, we examined or 
tested accounting records of the Company and other supporting 
evidence and obtained information and explanations from 
officers and employees of the Company; we also made a general 
review of the accounting methods.

In our opinion, based upon such examination, the ac­
companying Balance Sheet and related statements of Profit and 
Loss and Surplus, fairly present, in accordance with accepted 
principles of accounting consistently maintained during the 
year under review, the position of the Company at March 31, 
1937, and the results of its operations for the year ended that 
date.

GANO & CHERRINGTON,
Certified Public Accountants.

Cincinnati, Ohio, April 27, 1937.



In 1874. when the first Gruen watch was made. America was 
crossing the threshold into the era of physical miracles. At 
the turn of the century, the Gruen ideal of precision time­
keeping already had crystallized into a solid tradition.

Today, Gruen craftsmen defend that tradition with the price­
less experience gained in sixty-three years of scientific research 
and invention. Facing the temptation of an ever mounting de­
mand. Gruen stubbornly maintains precision standards that are 
unique even in this age of almost infinite mechanical perfection.

It is true that Gruen regards watchmaking as  a  very special 
art . , . as weil as an industry That's why in every Gruen 
watch there is the touch of the master workman , . . with 
a  lifetime of experience in his eyes and in his fingertips.

| Gruen Watches Am  Priced From |
I $ 24.75  to 52500 J

THE GRUEN WATCH COMPANY • TIME HILL 
CINCINNATI .  U S. A.
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The Gruen Watch Company
T I M E  H I L L

C I N C I N N A T I ,  O H I O

EAST VIEW-THE GRUEN WATCH PLANT, TIME HILL, CINCINNATI, O.



P r e s i d e n t ’s R e p o r t
To the Stockholders of

The Grueti Watch Company:

Th e r e  is submitted herewith the Annual 
Report of your Company and its subsidi­
ary companies for the fiscal year ended 

March 31, 1938 as certified by our auditors 
and approved by your Board of Directors, 
which shows a consolidated net profit of 
$726,141.87 as compared with consolidated 
net profit of $636,926.17 after the elimination 
of a non-recurring profit on Foreign Ex­
change of $57,204.45 for the year ended 
March 31, 1937.

Sales throughout the watch industry de­
creased greatly beginning in October 1937 
but despite this decline in general business 
and in our industry the sales and profits of 
your company were again the greatest in its 
history.

The past year has seen the fulfillment of a 
program inaugurated three years ago. The 
re-equipping of your factory with the latest 
and most modern precision machinery de­
signed by our own technical staff provides 
what is now unquestionably one of the best 
equipped watch plants in the world devoted 
to the manufacture of the highest quality pre­
cision watches. A further tribute to your 
technical staff—the finest in the watch indus­
try -— is their creation of six entirely new 
watch movements during the past three years, 
each one of which is generally considered to 
be an outstanding contribution to the art of 
watch making, once more re-affirming your 
company’s leadership in the production of 
the highest quality watches.

Early in 1938 your company again affirmed 
its leadership in the watch industry by intro­
ducing to the public a new Curvex watch 
named “The Gruen Ristside Curvex”. This 
newest watch is worn on the side of the wrist 
for greater convenience and safety and it 
represents the first change in watch wearing 
habits since the original introduction of wrist 
watches. The Gruen Ristside Curvex has 
been acclaimed by the industry as the great­
est fine watch improvement since the intro­
duction of Gruen’s now famous Curvex line. 
This utterly new watch confirms the style 
leadership of your company.

We are indeed gratified at the continued 
success enjoyed by our authorized Gruen 
jewelers in their handling of Gruen watches. 
The excellent support and cooperation ex­

tended to us by these Gruen dealers is one of 
our most valued assets, and I am glad to have 
this opportunity of expressing to them our 
sincere appreciation and of pledging to them 
your company’s continued best efforts in 
their behalf.

It is my pleasure to advise you that the 
balance of $286,064,32 shown as due on your 
company’s debentures has been paid on May 
6, 1938. In addition to the retirement of all 
of the outstanding debentures, 20 per cent of 
the Class A Preferred stock amounting to 
$145,500,00 has also been retired. Both of 
these payments have been made out of your 
company’s earnings and the management will 
continue its best efforts to provide earnings 
in order that the balance of the Class A Pre­
ferred stock may be retired. On retirement 
of the balance of the Class A Preferred stock, 
your company will then be in a position to 
consider the payment of dividends to all re­
maining classes of stockholders,

I wish to point out to you that an assess­
ment of $24,183.69 for excise taxes and inter­
est for prior years has been paid under pro­
test and this amount charged to Surplus. The 
Surplus Account has also been charged with 
a loss of $68,477.65 resulting from the sale of 
an unprofitable investment which had been 
on the books of the company. The proceeds 
from the sale of this investment have been 
invested in the Gruen Watch Company of 
Canada, Ltd., a wholly owned subsidiary of 
your company, which began doing business 
on April 1, 1937, showing a small profit for 
the year ended March 31, 1938.

In reviewing the year just ended, I feel a 
deep sense of obligation to stockholders, direc­
tors, officers, and employees for their untir­
ing efforts and loyal support and to them I 
express my sincere gratitude.

Sincerely yours,

President
Time Hill, Cincinnati, U. S. A.
May 7, 1938.



LYBRAND, ROSS BROS. & MONTGOMERY
A C C O U N T A N T S  AND AUDI TORS

C I N C I N N A T I

The Gruen Watch Company,

Cincinnati, Ohio.

We have made an examination of the consolidated balance sheet 
of T h e  Gru e n  W a t ch  C o m pa n y  and its Subsidiary Companies 
as at March 31, 1938, and of the related statement of income and 
surplus for the year then ended. In connection therewith, we ex­
amined or tested accounting records of the Companies and other 
supporting evidence and obtained information and explanations 
from officers and employees of the Companies; we also made a 
general review of the accounting methods and of the operating and 
income accounts for the year, but we did not make a detailed audit 
of the transactions.

In our opinion, based upon such examination, the accompany­
ing consolidated balance sheet and related statement of income and 
surplus fairly present, in accordance with accepted principles of 
accounting consistently maintained by the Companies during the 
year under review, the consolidated position of the Companies as 
at March 31, 1938, and the results of their consolidated operations 
for the year then ended.

LYBRAND, ROSS BROS. & MONTGOMERY

May 7, 1938



THE GRUEN WATCH COMPAN'
C o n s o l i d a t e d  Bal ance

A S S E T S :

Cash in banks and on hand.................................................................................................. $ 195,340.96

Notes and accounts receivable, net of allowance for doubtful notes and accounts.... 1,104,520.24 

Inventories, at the lower of cost or market.................................... ................................. 1,266,823.12

Total current assets................................................................ .....................$2,566,684.32

Cash surrender value of life insurance policies.............................................................. 5,858.86

Other notes and accounts receivable, net of allowance for doubtful notes..... .......... 2,124.10

Sundry investments, at cost or nominal values.................. ......................................... . 788,28

Land, buildings and equipment, as appraised in 1922 (appreciation
included herein, $83,499.82) plus subsequent additions, at cost..... $842,626.80

Less, Allowance for depreciation.............................. ....................  299,374.03

543,252.77

Prepaid and deferred items.................. .......................................................  47,946.29

Patents, trade-marks, copyrights, watch models, and goodwill...............  1.00

s

$ 3,166,655.62

The accompanying notes Nos. 1 to 5 on the folloi



' and SUBSIDIARY COMPANIES
S h e e t ,  M a r c h  31, 1938

L I A B I L I T I E S :
Notes payable, banks.......... ..................................................................... ............................$ 113,491.04

Notes payable, trade........ .................................................. .................................................  58,440.76

Registered debentures, payable on or before June 1, 1938 (Note 3 ) ...........................  286,064.32

Accounts payable ............. ............................................................................... ......... ......... 97,164.43

Accrued expenses ............ ............................................... .....................— .........................  115,490.51
Provision for domestic and foreign income taxes (Note 4 ) ...................... ..................... 155,875.17

Total current liabilities........................... .................................... ................$ 826,526.23

Mortgage payable of subsidiary company, payable in annual instalments of $458.56
or in full ninety days after demand or notice............. .............................................. 55,485,28

Unrealized profits on conversion of net assets of foreign subsidiary companies.........  4,939.17

Contingent liabilities (Note 5)

C A P I T A L  :
Capital stock:

Class A preferred stock, $100 par value; 7,275 shares authorized
and issued (Note 3 ) ....................................................................$ 727,500.00

Class B convertible non-voting preferred stock, $1.00 par value; 
363,750 shares authorized and issued, less 96,496/2 con­
verted and cancelled, outstanding 267,253J/2 shares................. 267,253.50

Class B convertible voting preferred stock, $1.00 par value; 
363,750 shares authorized, 100 shares issued, converted and 
cancelled; balance reserved for conversion of Class B non­
voting preferred stock.................................. .... ..........................

Class C preferred stock, $25 par value; 20,000 shares authorized 
and issued, less 425 shares in treasury, outstanding 19,575 
shares ....................................................................................... 489,375.00

Common stock, $1.00 par value; 650,000 shares authorized, 
214,283 shares issued, less 2,900)4 shares in treasury 
(267,253J/a shares reserved for conversion of Class B con­
vertible stocks), outstanding 211,382)4 shares......................... 211,382.50

Earned surplus, as annexed.............................. .................................... 665,056.39

2,360,567.39

Less, Net excess of cost of shares of subsidiaries, acquired in prior 
years, over equities in net worth at dates of acquisition............... 80,862.45 2,279,704.94

$ 3,166,655.62

ing page are an integral part of this balance sheet.



NOTES TO BALANCE SHEET

1. Conversion of foreign accounts: The cur­
rent assets and liabilities of the foreign 
subsidiary companies have been converted 
into dollars at the Federal Reserve rates 
of exchange at March 31, 1938. Capital 
assets and non-current liabilities of for­
eign subsidiary companies have been con­
verted, substantially, at rates of exchange 
prevailing when respectively acquired or 
incurred.

2. Intercompany profits have been elimi­
nated from the consolidated accounts.

3. Under the terms of a Plan of Reorgani­
zation adopted June 25, 1935, The Gruen 
Watch Company is required to apply 75 
per cent of its net earnings, as defined in 
the Plan, each year to the payment of its 
debentures until they have been paid in 
full; to the payment of dividends on Class 
A preferred stock and thereafter to the 
retirement of Class A preferred stock. 
Under the terms of the Plan, The Gruen 
Watch Company is required, subsequent 
to March 31, 1938, to apply $286,064.32 
to retirement of its debentures and

$88,423.12 to retirement of its Class A 
preferred stock. Prior to May 7, 1938 all 
debentures had been paid and Class A 
preferred stock aggregating $145,500 had 
been retired.

No dividends may be paid on any other 
class of stock until all of the Class A 
preferred stock has been retired.

4. No provision has been made for federal 
surtax on undistributed profits. It is the 
opinion of counsel for the Company, that 
the Company is not subject to such tax 
because of contractual restriction of divi­
dend payments. It is believed that no 
additional United States taxes would re­
sult from tKe transfer to the parent com­
pany of accumulated surplus in foreign 
subsidiaries.

5. Contingent liabilities at March 31, 1938 
consisted of customers’ notes and accep­
tances discounted of $996,922.44; and 
proposed additional assessment of federal 
excise taxes for prior years including in­
terest, estimated at $85,000 which is being 
contested by the Company.

N O TES TO IN CO M E AND  
EARNED SURPLUS ACCOUNT

No provision has been made for federal sur­
tax on undistributed profits. It is the opin­
ion of counsel for the Company that the 
Company is not subject to such tax because 
of contractual restriction of dividend pay­
ments.

Income accounts of foreign subsidiary com­

panies have been converted at the average 
rates of exchange on transactions between 
the parent company and its foreign subsi­
diary companies during the current fiscal 
year.

Intercompany profits have been eliminated 
from the consolidated income account.



C O N S O L ID A T E D  IN C O M E  a n d  E A R N E D  
S U R P L U S  A C C O U N T

For The Fiscal Year Ended March 31, 1938

Gross profit from sales.......................................................................................

Selling, administrative and general expenses...................................................

Profit before other income and expenses and income taxes. 
Other income .....................................................................................................

Interest and other expenses........ .............................. ........................................

Provision for domestic and foreign income taxes..........................................

Net income .................................................................................
Surplus, April 1, 1937.......................... ................. ........ ..................................

Deductions:

$2,310,490.12
1,420,421.60

890,068.52
84,198.24

974,266.76
97,117.50

877,149.26
151,007.39

726,141.87

53,400.86

779,542.73

Loss on disposal of shares of an affiliated company, acquired
in prior years.............. ............................................ ................ $ 68,477.65

Federal excise taxes and interest applicable to prior years,
paid under protest..................................................... ............... 24,183,69

------------------  92,661.34

686,881.39
Cash dividend of 3 per cent on Class A preferred stock, paid March 28, 1938.....  21,825.00

Surplus, March 31, 1938................................................................................................$ 665,056.39

The accompanying notes on preceding page are an integral part of this 
Income and Earned Surplus Account,
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TO THE STOCKHOLDERS OF THE GRUEN WATCH COMPANY.-

ON behalf of the Board of Directors, I am pleased to present the Annual Report of your 
Company, consisting of Consolidated Balance Sheet of The Gruen Watch Company and 
Subsidiary Companies at March 31, 1939 and Consolidated Income and Earned Surplus 

Account for the fiscal year ended March 31, 1939 as certified by our auditors, Lybrand, Ross 
Bros, and Montgomery.

Notwithstanding the general decline in the watch industry for the year 1938 as compared 
with 1937, your Company shows a consolidated net income of $540,669.23 after deduction of 
$121,955.19 for Income Taxes.

The above profit in comparison with the major watch companies who have thus far re­
ported to their stockholders is most gratifying.

In view of the fact that the consolidated net income of the Company and its subsidiaries 
for the first full three-year operation amounts to $1,946,815.21, the question may be in the 
minds of many stockholders as to why there have been no dividends paid. In answer to this, a 
short history of the Company since the early part of 1935 may be appropriate.

In the early part of 1935 your Company had a bank indebtedness of $1,818,750 w’hich was 
past due and could not be met. Because of this condition, I was invited to become associated 
with the Company and was elected President. A general reorganization of the Company was 
approved by the stockholders on June 25, 1935.

Out of the above profits of $1,946,815.21, as provided by the Plan of Reorganization, 
$1,047,600 has been applied to the retirement of all debentures (aggregating $727,500) and of 
3,201 shares of the $100 par value Class A Preferred Stock. The retirement of 1,746 of these 3,201 
shares of Class A Preferred Stock was effected on May 15, 1939, and so is not reflected on the 
accompanying balance sheet. In addition to the retirement of this part of the securities issued to 
the Banks in lieu of the Company's indebtedness to them as of the date of the reorganization, 
the Company has also caused the retirement of a mortgage of its foreign subsidiary in the amount
of $55,485.28. ,  , „  , . , . . .  .

On March 31, 1935, the Consolidated Balance Sheet of the Company and its subsidiaries 
showed a deficit of $576,097-80. Since that date, additional charges applicable to the period 
prior to March 31, 1935 have aggregated $198,384.51.

However, the earnings of the Company during this period have been sufficient to eliminate 
the deficit, plus subsequent charges applicable to the period prior to March 31, 1935, pay the 
required Class A Preferred dividends, and leave a surplus of $1,102,834.89 at March 31, 1939.

A t the time of the Reorganization, Common Stock had no book value and Class C Preferred 
Stock only a nominal value, whereas on March 31, 1939, the book value of Class C Preferred 
Stock is $25.00 per share, its par value, and Common Stock has a book value of $4.01, Class B 
remaining at par value, $1.00 per share.

After allowing for dividends on Class A and Class C stock outstanding at March 31, 1939, 
the annual earnings on the combined 478,636 shares of Class B Convertible Preferred and Common 
Stock outstanding at March 31, 1939, averaged $1.23 per share during the past three years.

Because of market conditions then existing, the sale of 150,000 additional shares of Common 
Stock as authorized and approved by the shareholders at the last annual meeting, was not com­
pleted. It is the hope of the management however, now that only $407,400 of Class A stock 
remains unpaid, to retire same out of earnings in the near future, thereby eliminating the divi­
dend restriction, at which time the Board of Directors w ill be in a position to consider the 
payment of dividends to all classes of stockholders, out of earnings.

After many years of research, the technical staff of your Company succeeded in developing 
and perfecting what is unquestionably the most revolutionary wrist watch of all time. This 
watch was introduced to the industry in January of this year under the trade mark VERI-THIN 
which trade mark has long been established with this Company, and became an immediate 
success. The wide acclaim given this latest Gruen product by the jewelers and the public through­
out the country is further indication to the industry of Grucn’s determination and ability to 
continue its leadership in the art of fine watchmaking.

To our authorized Gruen Jewelers, whom I consider our greatest asset, I want to express 
on behalf of our entire organization, our sincere thanks and appreciation for their loyal support, 
and pledge to them your Company’s continued best efforts in their behalf.

I also want to express my deepest gratitude to stockholders, directors, officers, executives 
and employees, who have shown such untiring efforts and loyal support.

Sincerely yours,
BENJ. S. KATZ,

Time Hill, 0«>iniueti, II. X. A , Mtej 2), 1019. Pneiilenl



C o n s o l i d a t e d  B a l a n c e
A S S E T S :

Cash on hand and demand deposits.................................................................$ 236,840.18
Notes and accounts receivable, trade, less allowance for doubtful notes

and accounts................................................................................................  1,118,444.85
Inventories, at the lower of cost or market................................................. .. 1,147,059-43

Total current assets.................................................................................$2,502,344.46
Cash surrender value of life insurance policies............................................... 8,283.22
Other notes and accounts receivable, less allowance for doubtful notes... 1,761.23
Sundry investments, at cost or nominal values..............................................  788.28
Land, buildings and equipment, at cost except the Com­

pany’s Cincinnati plant which includes appreciation 
amounting to $106,610.74 arising from appraisal of 
land and buildings in 1922............................................. $ 872,718.45
Less, Allowance for depreciation (including deprecia­

tion on appreciation $24,473-29)...........................  347,610.59

525,107-86

Prepaid expenses and deferred charges............................................................  45,378.37

Patents, trade-marks, copyrights, and goodwill...........................................  1.00

$3,083,664.42

!
1

J

jSheet,  Ma r c h  31,  1939
) L I A B I L I T I E S :

Due to banks by foreign subsidiary......................................
Accounts payable....................................................................
Accrued expenses.....................................................................
Provision for domestic and foreign income taxes (Note 4)

1
)

Total current liabilities...................................
Contingent liabilities (Note 5)

C A P I T A L :
Capital stock (Note 3):

Class A  preferred stock, $100 par value; redemption 
and liquidating values $100 per share and accrued 
dividends; 7,275 shares authorized and issued, 
less 1,455 shares redeemed, outstanding 5,820
shares.........................................................................$

Class B convertible non-voting preferred stock, par, 
redemption and liquidating values $1.00 per 
share; 363,750 shares authorized and issued, less 
224,886 converted and cancelled, outstanding
138,864 shares...........................................................

Class B convertible voting preferred stock, par, re­
demption and liquidating values, $1.00 per share; 
363,750 shares authorized, 100 shares issued, con­
verted and cancelled; balance reserved for con­
version of Class B non-voting preferred stock .. .  

Class C preferred stock, par and liquidating values $25 
per share; 20,000 shares authorized and issued, 
less 425 shares in treasury, outstanding 19,575
shares.........................................................................

Common stock, $1.00 par value; 650,000 shares author­
ized, 342,672^ shares issued, less 2 ,900^  shares 
in treasury, outstanding 339,772 shares (138,864 
shares reserved for conversion of Class B convert­
ible stocks and 15,000 shares reserved for sale to
certain officers and employees) (Note 6 ) ..............

Earned surplus, as annexed (Note 3 ) ....................................

582,000.00

138,864.00

489,375.00

339,772.00
1,102,834.89
2,652,845-89

Less, Net excess of cost of shares of subsidiaries, ac­
quired in prior years, over equities in net worth 
at dates of acquisition.............................................  80,862.45

$ 204,219.26 
58,586.93 

117,447.56 
131,427.23 

$ 511,680.98

2,571,983.44
$3,083,664.42

The accompanying notes Nos. 1 to 6 on the following page are an integral part of th is balance sheet.



N O T E S  T O B A L A N C E  S H E E T
1. Conversion of foreign accounts: The current assets and liabilities of the 

foreign subsidiary companies have been converted into dollars at the 
Federal Reserve rates of exchange at March 31,1939. Capital assets have 
been converted, substantially, at rates of exchange prevailing when 
acquired. The conversion of net current assets into dollars resulted in a 
loss in excess of unrealized profits on conversion at March 31, 1938; the 
amount of such excess is not significant and is included in the income 
account.

2. The estimated amounts of intercompany profits in inventory items pur­
chased from companies whose accounts are consolidated have been 
eliminated in the preparation of the consolidated balance sheet.

3. Under the terms of a Plan of Reorganization adopted June 25, 1935, 
The Gruen Watch Company is required to apply seventy-five per cent of 
its net earnings, as defined in the Plan, subsequent to the close of each 
fiscal year, to the payment of dividends on Class A preferred stock and 
thereafter to the retirement of such stock. Under the terms of the Plan, 
The Gruen Watch Company is required, subsequent to March 31, 1939, 
to apply $167,320.28 to retirement of its Class A preferred stock. From 
April 1 ,1939  dividends are payable on Class A preferred stock at the rate 
of five per cent per annum.

No dividends may be paid on any other class of stock until all of the 
Class A preferred stock has been retired.

4. It is believed that no additional United States taxes would result from 
transfers to the parent company of accumulated surplus in foreign sub­
sidiaries. It is estimated that additional foreign taxes (based on present 
laws) on transfers to the parent company of accumulated surplus of 
foreign subsidiaries would not exceed $30,000.

5. Contingent liabilities at March 31, 1939 consisted of customers’ notes 
and acceptances discounted of $907,309-55.

6. Options granted to certain officers and employees to purchase common 
stock of the Company at $5 per share aggregated 14,800 shares at March 
31,1939. Of this amount, options to purchase 7,200 shares expire May 26, 
1939; options to the remaining shares are exercisable at different times 
to March 31, 1941.

C O N S O L I D A T E D  I N C O M E  a n d  E A R N E D  
S U R P L U S  A C C O U N T

For The Fiscal Year Ended March 31, 1939

Gross profit from sales.................................................................... $1,875,438.62

Selling, administrative and general expenses..............................  1,167,703-50

Profit before other income and expenses and income taxes. 707,735-12

Other income...................................................................................  74,096.59
781,831.71

Interest and other expenses............................................................ 119,207.29
662,624.42

Provision for domestic and foreign income taxes........................  121,955-19
Net income...............................................................................  540,669.23

Surplus, April 1, 1938....................................................................   665,056.39
1,205,725.62

Less, Federal excise taxes and interest applicable to prior years. 79,028.73
1,126,696.89

Cash dividend at the rate of 4 per cent per annum on Class A
preferred stock.........................................................................  23,862.00

Surplus, March 31, 1939................................................................ .$1,102,834.89

Income accounts of foreign subsidiary companies have been converted, sub­
stantially, at the average rates of exchange on transactions between 
the parent company and its foreign subsidiary companies during the 
current fiscal year.

Intercompany sales and estimated intercompany profits have been eliminated 
in the preparation of the consolidated income account.



LYBRAND, ROSS BROS. & MONTGOMERY
ACCOUNTANTS AND AUDITORS

C I N C I N N A T I

The Gruen Watch Company, 
Cincinnati, Ohio.

We have made an examination of the consolidated balance sheet of 
T he G ruen  W atch C ompany and its Subsidiary Companies as at March 31* 
1939, and of the related statement of income and surplus for the year then 
ended. In connection therewith, we examined or tested accounting records 
of the Companies and other supporting evidence and obtained information 
and explanations from officers and employees of the Companies; we also 
made a general review of the accounting methods and of the operating and 
income accounts for the year, but we did not make a detailed audit of the 
transactions.

In our opinion, based upon such examination, the accompanying con­
solidated balance sheet and related statement of income and surplus fairly 
present, in accordance with accepted principles of accounting consistently 
maintained by the Companies during the year under review, the consoli­
dated position of the Companies as at March 31, 1939, and the result of 
their consolidated operations for the year then ended.

Cincinnati, Ohio. 
May 3 , 1939.

LYBRAND, ROSS BROS. & MONTGOMERY
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TO THE STOCKHOLDERS OF THE GRUEN WATCH COMPANY:
The vear ended March 31, 1940, was the most successful in the history of your

Company. In many respects u  was also the rapid i id

£*1 S S  — -
rather detailed explanation of the present situation.

OPERATING RESULTS OF PAST YEAR
On hehalf of the Board of Directors I am pleased to submit herewith t e 

annual reoort of this Company and subsidiaries for the fiscal year ended March 31, 
S S  L  c e S e d  by our auditors, Lybrand, Ross Bros & Montgomery and approved 
bv your Board of Directors. This report shows a consolidated net profit of $745,267.87 
after all charges and taxes, as compared with a consolidated net profit of $540,669.23

f0f £Afteraallowlng^orCdividemlf on the Class C Preferred Stock earnings on the 
A* A a t  ■)(<$/» shares of Class B Convertible Preferred and Common Stock 

outstanding at March 31, 1940, amounted to $1.69 per share; and for the four years 
ended March 31, 1940, averaged $1.52 per share.

THE MANUFACTURING SITUATION
I am happy to advise you that the Research Department of your Company which 

. . nrndnred a number of new movements since the reorganization of this Company, 
some ofwhich have been the most revolutionary in the history of the entire mdiKtry, 
has aeain developed a new movement which w ill be introduced during ,
this vfar In addition to the c u r v e x  patent and many other valuable patents owned 

patents have now'been granted to th.s Company on the v » . -  
thtn” movement which was introduced to the industry early in 1939-

Sin^e th? reorganization in 1935 g r u e n , which has devoted more than sixty- 
five years to the art of fine watchmaking, has increased its prestige to su 
extent that it is today considered one of the finest watches in the world. T hsrepu  
ranon has been earned by a strict adherence to precision timekeeping quality and
“ T inw hich^your Company is considered .he leader roday. Th.s leadersh.p re is 

P'e<!& asoTteThe Emopean war and mobilization in Switzerland, where the finest

~r=~ ssks sSfrtraSsasisas.'Mn. ~
nroduces the fine movements and movement parts used in all Gruen Wat^ es, reacnca 
fts highest degree of efficiency during the past year and manufactured rhe largest 
num ^r of move^nents^m its ennre^h.smrjn^^ ^  ^  subsidi it is an

a ■ rnmmnv in everv sense of the word, having been established in the 
f t S d t a S f f i W l ‘» d T m S “ i“i=s are ownid by nfore than 2500 Amer.cans.



As compared with Swiss and Canadian taxes of $117,609.83, income, social 
security, duty and other miscellaneous American taxes amounted to a total of 
$1,041,726.14.

THE W AR SITUATION
As already pointed out, the war situation has not prevented your Company 

from reaching its greatest efficiency and in spite of an additional expenditure for 
the year ending March 31, 1940, of more than $100,000 due entirely to the war 
condition, its increased sales and efficiency enabled your Company to show for the 
year, the largest profit in its history.

It would of course, be impossible to predict what may ensue in the future. 
During the World War your Company continued bringing in movements and move­
ment parts from its Swiss plant. Unless Switzerland is actually invaded, your officers 
do not expect to encounter insurmountable difficulties. However, they are doing 
everything in their power to guard against any emergencies. Even prior to the time 
of the Munich conference, your Company began to speed up its manufacturing opera­
tions in Switzerland. These operations have been increased to the greatest possible 
degree so that your Company has been successful in building up a reserve inventory 
of movements in this country. Funds for the accumulation of this inventory have 
been provided for by a million dollar term loan as shown in the accompanying 
balance sheet. This inventory w ill enable the Company to operate for some time 
but should shipments of movements and movement parts from our Swiss plant be 
seriously curtailed or suspended, the results of future operations would be materially 
affected. However, in spite of the present chaotic conditions abroad, every effort is 
being made to keep the operations of the Swiss plant at its maximum.

YOUR c o m p a n y ’s CAPITALIZATION
The story of the reorganization of the Company in 1935 is a familiar one to all 

of you. You likewise know that the capitalization resulting from the reorganization 
was most complicated. Debentures, Class A Preferred Stock, Class B Convertible 
Non-voting Preferred Stock, Class B Convertible Voting Preferred Stock, Class C 
Preferred Stock, Escrow Warrants and Common Stock presented a picture which 
was most confusing, if not entirely incomprehensible to the average stockholder. 
This involved Plan of Reorganization appeared to be the only way your Company 
could be saved at that time and the experience of the past five years has fully justi­
fied this belief. In May, 1938, the last of the debentures were retired and in February 
of this year the Company retired the last of its Class A Preferred Stock. Thereafter, 
in accordance with the Escrow Agreement, the Escrow Warrants were eliminated 
and during the past year the Company purchased from the Escrow Agent, 67,118j^  
shares of Class B Preferred Stock which were converted into Common Stock and are 
held in the Treasury. These changes have simplified the capitalization considerably. 
There are now outstanding 19,575 shares $25-00 par Class C Preferred Stock, 395,041/i 
shares of Common Stock, and 27,226*4 shares of Class B Preferred Stock, convertible, 
share for share, into Common Stock. The Class B shares if not converted into Common 
Stock by February 1, 1941, are callable by the Company at $1.00 per share.

THE DIVIDEND SITUATION
On April 1, 1940, through the action of your Board of Directors, your Com­

pany paid the first dividend on the Class C Preferred Stock. This action of the Board 
put the Class C $25.00 par value Preferred Stock on a Dividend basis at the rate of 
$1.50 per share or 6%  per annum. At the same time a dividend at the rate of 6%



per annum was paid on the Class B $1.00 par value Stock which, as earlier stated, 
w ill undoubtedly be exchanged for Common Stock of the c °mPany-

In view of the fact that the Consolidated net income of the Company and its 
subsidiaries for the four years ending March 31, 1940, amounted to $2,692,083.0 , 
thequestfon may arise in the minds of many stockholders as to why no dividend 
harcbeen paid on the Common Stock before now. I should like to explain this
situation and to state the viewpoint of your directors. , . _  , r

Prior to the time of retirement of all the Class A Preferred Stock in February 
this year, the Company was prohibited by reason of the Plan of Reo^amzatton, 
from paying dividends on any of its securities except the Class A Preferred Stock 
This restriction has now been removed and the question of payment of dividends 
becomes entirely an operating one. Of the profits of $2 692,083-08 for 
ended March 31, 1940, slightly more than two-thirds have gone to retire the sec 
ties given to the banks in lieu of the Company’s indebtedness to them at the time 
of the reorganization, and to absorb additional charges of $198,384-51 applicable
to the period prior to the reorganization. . , ,  „ „„e

A t *the time of the reorganization the working capital of your C o m p ly  was 
exhausted and there was a consolidated deficit of $576,097.80. Instead of tMs deficit 
the Company and its subsidiaries now have a surplus of $1,704,949.14. this nas 
directly benefited the stockholders inasmuch as the book value of the Common 
shares has increased from less than nothing at the time of the 
$5.11 per share based on 395,041^ shares outstanding at March 31, ! 94° , the book

$L° I t i s  the present feelfn^of your directors and officers that the swplus accumu­
lated from earnings in the past four years should not now be used fo r  dmdends 
and further that the working capital must, in the interest of stockholders, be built 
up out of future earnings o? the Company. However, if earnings; continue a th 
present rate, and if the effect of the European situation on our Company does not 
become worse, your directors w ill give serious consideration the latter part of this 
year to the question of Common Stock dividends.

CONCLUSION . ,
In concluding this report, I desire to express to my fellow officers, directors and 

employees, my personal appreciation of their untiring efforts in the past year to 
our host of Omen dealers, whom I consider the Company s greatest asset, I wane to 
express our heartfelt thanks for their confidence and good w ill, and to ah stock 
holders I want to express the sincere appreciation of the management tor their 
parie„« during the pa?, years and rhe.r confidence in our ab li.y  CO w ort: o». o f .  
trying situation. While we cannot predict as to the future, I want to assure each 
stockholder that your management is determined to expend every effort to meet any 
p rob lem s chat may arise so®that the progress made since .he reorgan,canon may
continue. .

Sincerely yours,

Time Hill, Cincinnati, U. S. A ., May 31. 1940. President.



u c v »

C o n s o l i d a t e d  B a l a n c e
A S S E T S :

Cash on hand and demand deposits.....................................................................................$ 478,491.74

Notes and accounts receivable, trade, less allowance for doubtful notes and accounts. 1,641,171.91

Inventories, at the lower of cost or market (Note 2 ) ......................................................  1,567,612.42

Total current assets............................................................................................ $3,687,276.07

Cash surrender value of insurance on lives of officers aggregating $580,000 (Note 3). 16,074.28

Other notes and accounts receivable, less allowance for doubtful notes.......................

Sundry investments, at cost or nominal values.................................................................

Land, buildings and equipment, (Note 1) at cost except the Com­
pany’s Cincinnati plant which includes appreciation amounting 
to $106,610.74 arising from appraisal of land and buildings in 1922 $ 892,134.98

Less, allowance for depreciation (including depreciation on appre­
ciation $25,835-56)..................................................................  374,255-44

Prepaid expenses and deferred charges............................

Patents, trade-marks, copyrights, and goodwill...........

12,323-33

788.28

517,879-54

5U 38.65

1.00

$4,285,481.15

The accompanying notes Nos. 1 to 7



e e t ,  M a r c h  3 1 ,  1 9 4 0
L I A B I L I T I E S  :

Due to Swiss banks by foreign subsidiary.....................................
Accounts payable...............................................................................
Accrued expenses...............................................................................
Dividends payable.............................................................................

Provision for domestic and foreign taxes on income (Note 5) • •
Total current liabilities.................................................

Notes payable, banks (due 1941-44, Note 3 ) ................................
Contingent liabilities'. (Note 6)

$ 167,141.98 

123,227.08 

174,828.99 

5,178.67 

279,375-24 

$ 749,751-96 

1 ,000,000.00

C A P I T A L :
Capital stock: (Note 4)

Class A preferred stock, $100 par value; redemption and liquidat­
ing values $100 per share and accrued dividends; 7,275 shares 
authorized and issued, redeemed prior to March 31, 1940, 
none outstanding......................................................................... $ —

Class B 6 per cent cumulative convertible non-voting preferred 
stock, par, redemption and liquidating values $1.00 per share;
363.750 shares authorized and issued, less 269,51724 con­
verted and cancelled, and 67,11834 purchased by company, 
converted and cancelled; outstanding 27,113/4 shares........... 27,113-75

Class B 6 per cent cumulative convertible voting preferred stock, 
par, redemption and liquidating values, $1.00 per share;
363.750 shares authorized, 21834 shares issued, less 106 con­
verted and cancelled; balance reserved for conversion of Class
B non-voting preferred stock; outstanding 11234 shares. . . .  112.50

Class C 6 per cent preferred stock, par and liquidating values 
$25. per share; 20,000 shares authorized and issued, less 425 
shares in treasury, outstanding 19,575 shares.........................  489,375-00

Common stock, $1.00 par value; 650,000 shares authorized,
465,06034 shares issued, less 70,019 shares in treasury, out­
standing 395,04134 shares (27,22634 shares reserved for con­
version of Class B convertible stocks and 3,850 shares reserved 
for sale to certain officers and employees) (Note 7 ) ............... 395,041.25

Earned surplus, as annexed (Notes 4 and 5 ) ...........................................  1,704,949.14
$2,616,591.64

Less, net excess of cost of shares of subsidiaries, acquired in prior
years, over equities in net worth at dates of acquisition. . . .  80,862.45

------------------ 2,535,729-19
$4,285,481.15

an integral part of this balance sheet.



NOTES  TO C O N S O L I D A T E D  B A L A N C E  SHEET

Note 1—The consolidated balance sheet includes assets of Gruen Watch Manufac­
turing Company of Switzerland aggregating $275,110.87, of which land, 
buildings and equipment, less depreciation are stated at $148,324-05 and 
inventories and other current assets at $125,237.83. In the event that present 
war conditions in Europe involve Switzerland the possible loss of $275,110.87 
may be materially reduced or entirely offset by the cancellation of certain 
liabilities of the Swiss company. As The Gruen Watch Company owed to 
its Swiss subsidiary at March 31, 1940, an amount in excess of the recorded 
investment in that company no loss could be incurred which could affect 
the stockholders of The Gruen Watch Company in an amount in excess of 
$275,110.87. The effect of the European war on the companies is discussed 
in the president’s report and reference is made thereto.

The consolidated balance sheet also includes assets located in Canada 
aggregating $177,120.81, of which current assets are $174,791.77.

The Federal Reserve rates of exchange prevailing at March 31, 1940, have 
been applied in the conversion of foreign current assets and liabilities. 
Capital assets have been converted, substantially, at rates of exchange 
prevailing when acquired.

Note 2—The estimated amounts of intercompany profits in inventory items pur­
chased from companies whose accounts are consolidated have been elimi­
nated in the preparation of the consolidated balance sheet.

Note 3—Insurance policies on the life of Benjamin S. Katz, President, aggregating 
$500,000 have been assigned as collateral to notes payable, banks, aggre­
gating $1,000,000.

At the option of the bank the notes become due and payable on demand if 
Switzerland becomes involved in war or if for any other reason the supply 
of movements is seriously curtailed for a period of four months.

Note 4—Under the terms of a Plan of Reorganization, adopted June 25, 1935, The 
Gruen Watch Company has been required to apply seventy-five per cent of 
its net earnings each year, as defined in the Plan, to the payment of divi­
dends on Class A preferred stock and thereafter to the retirement of such 
stock. In accordance with the terms of the Plan the Company has retired 
during the fiscal year ended March 31, 1940, the remainder of the Class A 
preferred stock.



NOTES  TO C O N S O L I D A T E D  B A L A N C E  SHEET
—Continued

Dividends at the rate of six per cent per annum on Class B preferred stock 
became cumulative from February 1, 1940, the date of final retirement of 
Class A preferred stock, and such dividends have been declared to March 31, 
1940, payable April 1, 1940.

Note 5—It is believed that no additional United States taxes would result from 
transfers to the parent company of accumulated surplus in foreign sub­
sidiaries. It is estimated that additional foreign taxes (based on present 
laws) on transfers to the parent company of accumulated surplus of foreign 
subsidiaries would not exceed $22,000.

Note 6—Contingent liabilities at March 31, 1940, consisted of customers’ notes and 
acceptances discounted of $1,035,872.50.

Note 7—Options granted to certain officers and employees to purchase common 
stock of the Company at $5 per share aggregated 3,850 shares at March 31, 
1940. These options are exercisable to March 31, 1941.

C O N S O L I D A T E D  S T A T E M E N T  OF  
P A I D - I N  S U R P L U S

For the Fiscal Year Ended March 31, 1940

Premium received on sale of 10,750 shares common stock
to officers and employees under option...............................................$ 43,000.00

Excess of cost over par value of 67,1183^ shares common 
stock held in treasury, acquired by conversion of 
67,118)^ shares Class B non-voting preferred stock 
purchased from escrow agent in accordance with  
terms of escrow agreement dated as of March 31,
1935........................................ ...................................... $ 134,237.00

Less, amount charged to earned surplus..................  91,237-00

$ 43,000.00



C O N S O L I D A T E D  S T A T E M E N T  O F  I N C OME  
A N D  E A R N E D  S U R P L U S

For the Fiscal Year Ended March 31, 1940

Gross profit from sales..................................................................................$2,436,693.46

Selling, administrative and general expenses............................................. 1,373,916.83

Profit before other income and expenses and income taxes.................. $1,062,776.63

Other income.................................................................................................. 68,963.47

$1,131,740.10

Interest and other expenses..........................................................................  98,667-73

$1,033,072.37

Provision for domestic and foreign income taxes.....................................  287,804-50

Net income.........................................................................................$ 745,267-87

Surplus, April 1, 1939...................................................................................  1,102,834.89

$1,848,102.76
Deduct:

Provision for loss on foreign exchange....................$ 28,671-70

Portion of excess of cost over par value of 67,118J^ 
shares common stock held in treasury charged
to earned surplus.................................................  91,237 00 119,908.70

$1,728,194.06
Dividends paid:

Class A preferred stock, cash dividend at rate of
five per cent per annum...................................... $ 18,066.25

Class B preferred stock, one per cent cash dividend
from February 1, 1940 ........................................  304.17

Class C preferred stock, one per cent cash dividend
from February 1, 1940 ........................................  4,874-50 23,244.92

Surplus, March 31, 1940............................................................................... $1,704,949.14

The accompanying notes are an integral part of this statement.



N O T E S  T O  C O N S O L I D A T E D  S T A T E M E N T  
O F  I NCOME A N D  E A R N E D  S U R P L U S

For (he Fiscal Year Ended March 31, 1940

Note 1 to Consolidated Balance Sheet March 31, 1940, is incorporated herein by 
reference.

Income accounts of foreign subsidiary companies have been converted substantially 
at the average monthly rates of exchange prevailing during the fiscal year 
ended March 31, 1940. The net unrealized loss of $28,671.70 arising from de­
clines in conversion value of net current assets of foreign subsidiaries has been 
charged to earned surplus.

Intercompany sales and estimated intercompany profits have been eliminated in the 
preparation of the consolidated statement of income.

Dividends received from a foreign subsidiary by the parent company during the 
fiscal year were in excess of net income of foreign subsidiaries of $190,376.92 
included in Consolidated net income.



LYBRAND, ROSS BROS. & MONTGOMERY
A C C O U N T A N T S  AND AUDI TORS

CINCINNATI

To the Board of Directors,
The Gruen Watch Company,
Cincinnati, Ohio.

We have examined the consolidated balance sheet of The Gruen 
Watch Company and its subsidiary companies as at March 31,1940, 
and the consolidated statements of income and surplus for the year 
then ended. In connection therewith, we reviewed the system of 
internal control and the accounting procedures of the companies 
and, without making a detailed audit of the transactions, examined 
or tested accounting records and other supporting evidence of the 
companies, by methods and to the extent we deemed appropriate.

In our opinion, the accompanying consolidated balance sheet 
and related consolidated statements of income and surplus present 
fairly the consolidated position of The Gruen Watch Company and 
its subsidiary companies at March 31, 1940, and the consolidated 
results of their operations for the year then ended, in conformity 
w ith generally accepted accounting principles applied on a basis 

consistent with that of the preceding year.

LYBRAND, ROSS BROS. & MONTGOMERY

Cincinnati, Ohio, May 28, 1940.
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TO THE SHAREHOLDERS OE THE GRUEN WATCH COMPANY:

The fiscal year ended March 31. 1941 concludes the fifth complete year since 
the introduction of the present management and the reorganization of the Company 
in 1935. It also represents the completion of the sixty-seventh continuous year of the 
business itself.

I am indeed happy to advise you that the year just ended was the most successful 
in the sixty-seven year history of your company. Despite production and shipping 
difficulties and increased taxes and costs, both sales and profits exceeded by a con­
siderable margin those of any previous year.

I advised you last year that conditions facing your Company were at that time 
unprecedented, and you of course are fully familiar with the number and importance 
of changes that have taken place in Europe since that time. In accordance with the 
practice of last year, I am submitting a rather detailed explanation of the present 
situation as it affects the Company.

OPERATING RESULTS

On behalf of the Board of Directors there is submitted herewith the annual re­
port of this Company and subsidiaries for the fiscal year ended March 31, 1941. 
This report shows a consolidated net profit of $903,401.73 after all charges and 
taxes, as compared with a consolidated net profit of $745,267.87 for the year ended 
March 31, 1940. After allowing for dividends on the Class C Preferred Stock, earn­
ings this year on the 426,298-14 shares of outstanding Common Stock amounted to 
$2.05 a share, as compared to $1.69 a share last year, and an average for the five 
years ended March 31, 1941 of $1.62.

In accordance with usual practice, the report includes a consolidated balance 
sheet as of March 31, 1941, a consolidated statement of income and earned surplus 
for the fiscal year ended March 31, 1941, and a consolidated statement of paid-in 
surplus for the fiscal year ended March 31, 1941, as reported on by our auditors, 
Lybrand, Ross Bros. & Montgomery, and approved by your Board of Directors.

There are also included with this report a condensed comparison of consolidated 
financial position of the Company and its subsidiaries as of March 31, 1936 and as 
of March 31, 1941, and a consolidated statement of earned surplus for the five year 
period ended on March 31, 1941. In this comparative statement you will notice that 
the equity of the Class C Preferred and Common shareholders at March 31, 1941 
amounts to $3,257,921.34, which is an increase of more than $3,000,000.00 over 
March 31, 1936. The statement of surplus for the five years ended March 31, 1941



shows net profits during this period of $3,595,484.81. These earnings have been used 
in part for the following purposes:

To pay off the Registered Debentures...............
To redeem Class A Preferred Stock......... ..........
To purchase or redeem Class B Stock:

67,118-1/2 shares at $3-00................. ..........
28-14 shares at $1.00....... ....................

Charged Paid-in Surplus.... ........... .......................

To purchase the interest of minority stockholders
in subsidiary companies................................

To pay dividends.......... .........................................

$727,500.00
727,500.00

$201,355.50
28.25

201,383.75
43,000.00

158,383.75

.. 128,039.44

.. 226,598.98

$1,968,022.17

From the above it is obvious that the Company has used a very substantial amount 
of the funds derived from earnings to pay off and redeem the various securities issued 
under the Plan of Reorganization to the eight bank creditors in lieu of the Company's 
indebtedness to the banks of $1,818,750.00. The remaining funds from earnings were 
used to provide working capital to finance the Company's increasing volume of 
business. On March 31, 1936 the Common Stock had no book value and the Class C 
Preferred Stock had only a nominal book value. On March 31, 1941, the book value 
of the Class C Preferred Stock was $25 per share, its par value, and the Common 
Stock had a book value on that date of $6.49 per share.

In your examination of the balance sheet, attention should be given to the 
notes and the explanation of your Company’s foreign investments. At this point, I 
should like again to emphasize what I stated in last year’s report, that while the move­
ments used in Gruen watches are manufactured in Switzerland, where we believe the 
finest movements have always been made, this Company is, in every sense of the 
word, an American company. During the five years ended March 31, 1941, this 
Company has paid Federal income and Social Security taxes, customs duties and 
other miscellaneous American taxes totaling $4,443,346.45 as compared to the taxes 
of $319,730.67 paid to Switzerland during this same period. As I pointed out last 
year, the securities of this Company are owned practically entirely by United States 
residents, and all watches are regulated and assembled at the Time Hill plant, Cin­
cinnati, Ohio.

THE MANUFACTURING SITUATION

In making this report, 1 want to pay special tribute to Mr. Henri Thiebaud, 
Director General of our wholly-owned subsidiary, the Gruen Watch Manufacturing 
Company, S. A. of Bienne, Switzerland, who, in collaboration with his staff of ex­
ecutives, technicians and employees, designed and produced eight completely new



types of movements since the reorganization. These new movements include the 
famous custom-built, patented Gruen Curvex and the patented Gruen Veri-Thin. 
The quality and design of these new movements are recognized as the finest in the 
industry and all Gruen watches produced today use these movements. Our move­
ment factory has been completely re-equipped with modern machinery and tools, 
incorporating therein all of the scientific and technical advancements of the last de­
cade and enabling for the first time in the history of the industry the full application 
of quantity production methods without sacrificing any of the fine qualities of work­
manship for which the Company has always been known. This complete change in 
our manufacturing facilities has enabled your Company to produce for the year ended 
March 31, 1941, more than twice the number of movements produced in the biggest 
year in the history of the Company prior to the reorganization, and more than six 
times the number of movements produced in the year 1935 prior to the introduction 
in 1936 of the new manufacturing methods.

THE WAR SITUATION

Last year I told you that the outbreak of the war with its amazing developments, 
brought many problems, and I expressed the hope that we should be able to continue 
to meet these problems. It should be pointed out that the changes that have taken 
place since then, with the surrender of France, and the threat of possible invasion of 
Spain, as well as the possible entry of this country into war, today make the situation 
more unpredictable than ever. During the World War of 1914, your Company was 
successful in continuing importation of movements and movement parts from its 
factory in Switzerland, with little interruption, but while we hope this same situa­
tion will continue to prevail in the future, no one can give definite assurance as to this.

Your Company is continuing the practice of building up inventory. Although 
our ever-increasing sales have made the rate of increase necessarily less than we 
should desire, our inventory of movements today is larger than at any time in the 
past. It is impossible in this report, even briefly, to discuss the entire situation. Your 
Directors and officers are doing everything in their power to prepare the Company 
for any emergencies, but it is of course impossible to say just what, if any, particular 
emergency will arise.

TAXES

The war in Europe and our Defense Program call for added taxes. For the 
fiscal year just ended, Swiss and Canadian taxes amounted to $101,601.20, while 
income, social security, import duties, and other miscellaneous American taxes 
amounted to a total of $1,281,622.96. These taxes totaling $1,383,224.16, compared 
with a total of $1,159,335.97 for the fiscal year ended March 31, 1940, and a total 
of $682,860.42 for the fiscal year ended March 31, 1937. Undoubtedly the taxes for 
the current year now begun will again be materially increased. In addition to these 
regular taxes, you are familiar with the discussions of possible excise or sales taxes 
on jewelry and watches. All of these taxes must of necessity have a serious effect on



the earnings of the Company. However, increased business activity points to a con­
siderably improved purchasing power for the coming year. If we can continue to 
manufacture and bring in movements from our Swiss factory in amounts to meet 
the demands this year, it is possible that increased revenues will, in large part at 
least, enable us to offset this heavier tax burden.

EMPLOYEE RELATIONSHIP

I am happy to advise you that the same friendly relations which have always 
existed between the Company and its employees have been continued. The Company 
has continued its practice of sponsoring various social and athletic activities among 
its employees, has instituted the publication of a house organ "Gruen Time", and 
has continued its practice of giving vacations with pay for employees. It has also 
in recent years adopted a plan of hospitalization and group insurance for its em­
ployees. By authorization of the Board of Directors, employees entering military 
service receive a portion of their regular salaries, and in addition their group life 
insurance and hospitalization premiums are paid by the Company.

YOUR COMPANY'S CAPITALIZATION

In reviewing my letters to the shareholders of the last few years, I notice that I 
have felt it necessary each year to explain the complicated capitalization which arose 
from adoption of the Plan of Reorganization. It is with a great deal of pleasure 
that I now report that all securities, other than the Class C Preferred Stock and the 
Common Stock, have now been retired. I feel certain that the shareholders will 
authorize the amendment of Articles of Incorporation required to eliminate all 
reference on our balance sheet to Class A and Class B Preferred Stock. I also feel 
quite certain that the shareholders will agree with the opinion of the Directors that 
it is for the shareholders’ best interests and will therefore vote for the proposed change 
in the Articles of Incorporation as set forth in the notice of the meeting to substitute 
for the present Class C Preferred Stock a new 5% Cumulative Preferred Stock callable 
at $26 a share. Under this proposal, Class C Preferred shareholders will receive one 
share of new Preferred Stock and one-half share of Common Stock in exchange for 
each present share of Class C Preferred Stock.

THE DIVIDEND SITUATION

Heretofore in my annual reports to shareholders I explained why it was impos­
sible to pay any dividends on the Company's Common Stock because of the provisions 
of the Plan of Reorganization and the necessity of paying off the prior securities. 
Last year I reported the initial dividend on the Class C and Class B Preferred Stocks 
and stated that since all Debentures and Class A Preferred Stock issued to the banks 
had been retired, the payment of dividends on the Common Stock thenceforth would 
be purely an operating question.

During the year just ended your Directors authorized an initial dividend of 
1 2 ^  cents a share on the Common Stock, which was paid to shareholders on



January 2, 1941, and an additional 12l/2 cents which was paid on April 1, 1941. 
I am happy to be able to announce now that your Board has declared a quarterly 
dividend of 121/2 cents to be paid on July 1, and in addition has declared an extra 
dividend of 1 2 ^  cents to be paid on the same date.

It has been the position of your Directors and officers that the payment of 
dividends should be on a conservative basis until the working capital is built up 
sufficiently to take care of the increasingly large volume of business that the Company 
is doing. I am hopeful, however, that if the progress that your Company has made in 
the last five years is maintained, your Company can continue paying quarterly 
dividends of 12i/2 cents a share on the Common Stock and supplement these 
occasionally by extra dividends.

CONCLUSION

In concluding this report, I again want to thank all officers, directors and em­
ployees for their loyal, wholehearted and untiring efforts of the past year.

I also want to pay special tribute to Mr. Fred G. Gruen, who, after fifty years' 
service with the Company, has retired as Chairman of the Board of Directors, to 
which position, his brother, Mr. George J. Gruen, who has been actively associated 
with the Company for forty-five years, was elected. The heritage of fine workman­
ship of Gruen watches, derived from Dietrich Gruen, the founder of the business 
and father of Fred G. and George J. Gruen, will always remain one of the most 
valuable possessions of the Company.

The sincere appreciation of the Company goes out to the ever-increasing host 
of Gruen dealers for their continued confidence and good will, which, in a great 
measure, has been responsible for the phenomenal growth of your company in the 
past five years.

To the shareholders, who have placed their confidence in the management 
during the trying years since the reorganization, I want to express the appreciation 
of the entire organization, and to assure them that we shall make every effort to 
continue in the future the progress of the past five years.

Sincerely yours,

Time Hill, Cincinnati, U. S. A. 
June 4, 1941



ni  H U H  H A T H  C O M P A N Y
C O N S O L I D A T E D  B A L A N C E

A S S E T S :

Cash on hand and demand deposits........................................................................... $ 557,774.55

Notes and accounts receivable, trade, less allowance for doubtful notes and accounts.. 3,310,234.65

Inventories, at the lower of cost or market (Note 2 ) .... .............................................  1,810,466.91

Total current assets........................................................... ..................... 5,678,476.11

Cash surrender value of insurance aggregating $830,000
on lives of officer and director (Note 3 ) ...... .....................................................  23,851.34

Other notes and accounts receivable, less allowance for doubtful notes........................ 11,418.05

Sundry investments, at cost or nominal values.......................... ..................................  6,532.68

Land, buildings and equipment, at cost................................................$821,061.71

Less, allowance for depreciation.................................................... 374,787.21

446,274.50

Prepaid expenses and deferred charges....................................................................... . 59,552.90

Patents, trade-marks, copyrights, and goodwill.......................... ............................. 1.00

$6,226,106.58

The accompanying notes Nos. 1 to 4 a



A I D  S U B S I D I A R Y  C O M P A N I E S
M E E T ,  M A R C H  3 1 ,  1 9 4 1

L I A B I L I T I E S  :
Notes payable, Swiss banks............................. ...... ........................................ .............$ 489,199.46
Accounts payable ..............................................     200,300.97
Accrued expenses ...........   232,705.12
Dividends payable...............     60,498.42
Provision for domestic and foreign taxes on income (Note 4 ) .... ........................... 485,481.27

Total current liabilities...............................................................................$1,468,185.24
Notes payable, bank, $250,000 due annually beginning May 27, 1942 (Note 3 ).....  1,500,000.00

C A P I T A L :
Capital stock:

Class A preferred stock, $100 par value; redemption and 
liquidating values $100 per share and accrued dividends;
7,275 shares authorized, issued and redeemed; none 
outstanding ................ ..... .................................................$ —

Class B 6 per cent cumulative, convertible non-voting preferred 
stock, par, redemption and liquidating values $1.00 per 
share; 363,750 shares authorized and issued, 296,603%  
converted and cancelled, 28% redeemed, and 67,118%  
purchased by company, converted and cancelled; none 
outstanding .................................................................... ....$ —

Class B 6 per cent cumulative, convertible voting preferred 
stock, par, redemption and liquidating values, $1.00 per 
share; 363,750 snares authorized, 218%  shares issued, 
converted and cancelled; balance reserved for conversion 
of Class B non-voting preferred stock; none outstanding,.$ —

Class C 6 per cent cumulative preferred stock, par and liqui­
dating values $25 per share; 20,000 shares authorized and 
issued, less 425 shares in treasury, outstanding 19,575 
shares ..................................................................................  489,375.00

Common stock, $1.00 par value; 650,000 shares authorized,
496,108% shares issued, less 69,810 shares in treasury, 
outstanding 426,298% shares............................................ 426,298.25

Earned surplus, as annexed (Notes 1 and 4 ) .................................... 2,342,248.09
3,257,921.34

$ 6,226, 106.58

an integral part of this balance sheet.



N O T E S  T O  C O N S O L I D A T E D  B A L A N C E  S H E E T

Note 1—The consolidated balance sheet includes assets of Gruen Watch Manu­
facturing Company of Switzerland aggregating $307,420.58, of which 
land, buildings and equipment, less depreciation are stated at $142,947.31 
and inventories and other current assets at $157,139.10. Inasmuch as The 
Gruen Watch Company owed to its Swiss subsidiary at March 31, 1941 an 
amount in excess of the recorded investment in that company, it is believed that 
no loss could be incurred which could affect the shareholders of The Gruen 
Watch Company in an amount in excess of $307,420.58. In the event that 
present war conditions in Europe involve Switzerland the possible loss of 
$307,420.58 may be materially reduced or entirely offset by the cancellation 
of certain liabilities of the Swiss Company. The effect of the European war 
on the companies is discussed in the president’s report and reference is 
made thereto.
The consolidated balance sheet also includes assets located in Canada 
aggregating $194,839.24, of which current assets are $193,532.47.
The Federal Reserve rates of exchange prevailing at March 31, 1941, 
have been applied in the conversion of foreign current assets and liabilities. 
Capital assets have been converted, substantially, at rates of exchange 
prevailing when acquired.

Note 2—The estimated amounts of intercompany profits in inventory items pur­
chased from companies whose accounts are consolidated have been elimi­
nated in the preparation of the consolidated balance sheet.

Note 3—Insurance policies on the life of Benjamin S. Katz, President, aggregating 
$750,000 have been assigned as collateral to notes payable, bank, aggre­
gating $1,500,000.
At the option of the bank the notes may become due and payable on 
demand if Switzerland becomes involved in war or if for any other reason 
the supply of movements is seriously curtailed for a period of four months, 
or in the event of the retirement of Benjamin S. Katz as an executive of 
the Company.

Note 4 —It is estimated (based on present laws) that additional foreign taxes on 
transfers to the parent company of accumulated surplus of foreign sub­
sidiaries will approximate $44,000 and that Federal excess profits taxes 
may be payable on such transfers. The amounts, if any, of such United 
States taxes are not presently determinable.



C O N S O L I D A T E D  S T A T E M E N T  O F  I N C O M E  A N D  E A R N E D  S U R P L U S
For the Fiscal Year Ended March 31, 1941

Gross profit from sales................................................................................$3,065,807-09
Selling, administrative and general expenses................................... .......... 1,665,417.39

Profit before other income and expenses and income taxes..... $1,400,389.70

Other income..................-.................................. ......................................... 89,787.64

$1,490,177.34

Interest and other expenses.......................................................................■ 137,452.22

$1,352,725.12

Provision for domestic and foreign income taxes (including
Federal excess profits taxes $85,055.80).................... ..................... 449,323-39

Net income ..... .......................................................................... $ 903,401.73

Surplus, April 1, 1940.............................................................................. 1,704,949-14

$2,608,350.87

Add, partial recovery of unrealized losses on foreign exchange,
charged to earned surplus in the preceding year....................... ........ 15,976.91

$2,624,327.78

Deduct:
Appreciation arising from appraisal in 1922, in­

cluded in land and buildings as at March 31,
1940 .................................................................. $ 80,775.18

Balance of excess of cost of shares of subsidiaries 
over equities in net worth at dates of acqui­
sition .................................................................. 65,462.45 146,237.63

$2,478,090.15

Dividends, cash:
Class B preferred stock to February 2, 1941, date

of redemption of remaining shares...................  620.39
Class C preferred stock to March 31, 1941.............  29,256.03
Common stock, 25c per share......... ..........................  105,965.64 135,842.06

Surplus, March 31, 1941............. ................. ............................................$2,342,248.09

The accompanying notes are an integral part of this statement.



N O T E S  T O  C O N S O L I D A T E D  S T A T E M E N T  O F  

I N C O M E  A N D  E A R N E D  S U R P L U S

Notes 1 and 4 to Consolidated Balance Sheet March 31, 1941 are incorporated 
herein by reference.

The provisions for depreciation included in the consolidated statement of income 
amount to $34,818.93.

Income accounts of foreign subsidiary companies have been converted substantially 
at the average monthly rates of exchange prevailing during the fiscal year ended 
March 31, 1941. The unrealized profit of $15,976.91 arising from changes 
in conversion value of net current assets of foreign subsidiaries is included in 
consolidated earned surplus.

Intercompany sales and estimated intercompany profits have been eliminated in the 
preparation of the consolidated statement of income.

Consolidated net income includes net income of foreign subsidiaries aggregating 
$264,468.21 which is $26,383.10 in excess of dividends received from foreign 
subsidiaries during the year.

C O N S O L I D A T E D  S T A T E M E N T  O F  P A I D - I N  S U R P L U S
For the Fiscal Year Ended March 31, 1941

Premium received on sale of 3,850 shares common stock
to officers and employees under options.................. .............................$15,400.00

Excess of cost of shares of subsidiaries, acquired in 
prior years, over equities in net worth at dates of 
acquisition .................... ...................................................$80,862.45

Less, amount charged to earned surplus.... ..................... 65,462,45

$15,400.00



LYBRAND, ROSS BROS. & MONTGOMERY
A C C O U N T A N T S  AND AUDI TORS

C I NCI NNATI

To the Board of Directors,
The Gruen Watch Company,
Cincinnati, Ohio.

We have examined the consolidated balance sheet of The Gruen 
Watch Company and its subsidiary companies as at March 31, 1941, 
and the consolidated statements of income and surplus for the year 
then ended, except with respect to the statements of the Swiss sub­
sidiary which were examined by other accountants whose report has 
been furnished us.

In connection with the examinations, the systems of internal con­
trol and the accounting procedures of the companies were reviewed 
and, without making detailed audits of the transactions, the account­
ing records of the companies and other supporting evidence were 
examined or tested by methods and to the extent deemed appropriate.

In our opinion, based upon such examinations and upon the report 
of other accountants furnished us, the accompanying consolidated 
balance sheet and related consolidated statements of income and 
surplus present fairly the consolidated position of The Gruen Watch 
Company and its subsidiary companies at March 3 1 , 1941, and the 
consolidated results of their operations for the year then ended, in 
conformity with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year.

LYBRAND, ROSS BROS. & MONTGOMERY

Cincinnati, Ohio, May 28, 1941



T H E  G R U E N  W A T C H  C O M P A N Y  A N D  S U B S I D I A R Y  C O M P A N I E S
CONDENSED COMPARISON Op CONSOLIDATED FINANCIAL POSITION 

at March 31, 1941 as Compared to March 31, 1936

March 3 1 ,19 4 1 March 31, 1936
Increase

Decrease

Total Current Assets.............................................
Total Current Liabilities......................................

$5 ,678,476.11
1,468,185.24

$1,608,839.86
403,094.98

$4,069,636.25
1,065,090.26

Net Current Assets...................................... 4,210,290.87
1,500,000.00

1,205,744.88 3,004,545.99
1,500,000.00Term Loan From Bank........................................

Net Current Assets in Excess
2,710,290.87

821,061,71
*374,787.21

1,205,744.88
711,643.48

*261,891.36

85,316.07
113,022.42

12,663.65

1,504,545 99
109,418.23

*112,893-63

*83,316.07
*106,489-74

82,159.64

Allowance for Depreciation o f Cost........
Appraisal Appreciation Included in Property

Investments ............................................................
Other Assets ............................................... ..........

6,532.68
94,823.29

Net Assets of Companies Applicable to
Debenture Holders and Shareholders $3,257,921.34 $1,866,498.94 $1,391,422.40

Registered Debentures Issued in Part
$ 727,500.00  

142,105.46

*$ 727,300.00 

•142,103.46
Equities of Minority Shareholders in

.........*.......... 5 869,605.46 *5 869,603.46
Equities of Shareholders of

The Gruen Watch Company.............. 53,257,921.34 $ 996,893.48 $2,261,027.86

Capital Stock Issued in Settlement
of Balance of Liabilities to Banks:

Class A  Preferred Stock.................................................................  $ 727,500.00 *$ 727,500.00

Class B Preferred Stock........... .....................................................  363,750.00 *$ 363,730.00

.....................  51,091,250 .00  *$1,091,230.00
Equity of Class C Preferred and

Common Shareholders .......................  53,257,921.34 *$ 94,336.32 53 ,352,277.86

Represented by:
Class C Preferred Stock............................... $ 489,375.00 $ 490,325,00 •$  930.00
Common Stock ............................................. 426,298.25 114,995.00 311,303.25
Surplus or Deficit, as annexed................... 2,342,248.09 *600,399.46 2,942,847.55

Excess of Cost of Shares of Subsidiaries 
Over Equities in Net W orth at 
Acquisition .......................................... *99,077.06 99,077.06

Equity of Class C Preferred and
Common Shareholders ................... $3,257,921.34 *5 94,336.32 $3,352,277.86

•Italics denote red figures



C O N S O L I D A T E D  S T A T E M E N T  O F  E A R N E D  S U R P L U S
For the Five Year Period Ended March 31, 1941

$ 600,599.46 

3,595,484.81 

$2,994,885.35

175,868.86

$2,819,016.49

Excess of cost of shares of subsidiaries ac­
quired in prior years over equities in net worth 
at dates of acquisition, less $15,400 charged
Paid-in Surplus ..... ...... ..................................... 65,462.45

Provision for losses on foreign exchange.................  12,694.79

Deficit April 1, 1936.............................................................................

Net income for the five years ended March 31, 1941..........................

Deductions:

Additional charges for losses and expenses applicable to
period prior to March 31, 1936............ ...............................

Other charges to adjust valuation of assets:
Appraisal increases remaining in property ac­
counts at March 31, 1940............................. $ 80,775.18

Excess of cost over par value of 67,118y2 shares 
Common Stock held in treasury, less $43,000 
charged Paid-in Surplus...................................... 91,237.00

250,169.42

Dividends Paid:
Class A Preferred Stock. 
Class B Preferred Stock. 
Class C Preferred Stock. 
Common Stock ..............

$2,568,847.07

85,578.25
924.56

34,130.53
105,965.64

226,598.98 
..................... $2,342,248.09Surplus Balance March 31, 1941







WAT C H E S



JCatifh f e i  9(<tt ^ict/c
The skilled hands of Gt urn craftsmen, trained in traditional 

standards of precise workmanship, are engaged in the manu­
facture of War instruments that meet vital needs of every branch 

of the armed forces.
Full speed in the production of these War instruments is the 

order of the day . . .  to this end Gruen resources, plant 
facilities, and trained personnel are all pledged . . . and maximum 

cooperation in this War effort is considered a high privilege 
by Gruen.

Consistent with this full cooperation in War instrument pro­
duction, Gruen will continue to manufacture only such quantities 

of watches as will not interfere with Grucn's aid f®. the 
government in the War program.

I want to assure you that such production as is possible, 
and is consistent with our War effort, will be supplied to eacffeiiw 

out Gruen dealers on a fair and equitable proportionate basis.
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PRESIDENT S REPORT

TO THE SHAREHOLDERS OF THE GRUEN WATCH COMPANY:

On behalf of the Board of Directors, there is submitted herewith the annual 
report of your Company and subsidiaries for the fiscal year ended March 31, 1942. 
This report shows a consolidated net profit of $899,415.02 after all charges and 
taxes, as compared with a consolidated net profit of $903,401.73 for the year ended 
March 31, 1941. After allowing for dividends on the Preferred Stock, earnings this 
year on the 430,767-14 shares of outstanding Common Capital Stock amounted to 
$2.04 a share, as compared to $2.05 a share last year.

The net profit before Federal and foreign income and excess profits taxes for the 
fiscal year ended March 31, 1942, was the greatest in the history of the Company, 
amounting to $1,775,305.27 showing an increase of $422,580.15 or 31.24% over 
the year ended March 31, 1941. However, domestic and foreign income and excess 
profits taxes for the fiscal year just ended amounted to $875,890.25 as compared to 
$449,323.39 for the preceding fiscal year so that the net earnings after all taxes for 
the fiscal year just ended show a decrease of $3,986.71 from the preceding year.

Included in this report is a Consolidated Balance Sheet as of March 31, 1942, 
and a Consolidated Statement of Income and Earned Surplus for the fiscal year ended 
March 31, 1942, as reported on by our auditors, Lybrand, Ross Bros. & Montgomery 
and approved by your Board of Directors.

The Notes and Accounts Receivable at March 31, 1942, amounted to $2,958,­
626.93 as compared with $3,310,234.65 at March 31, 1941, despite the fact that the 
sales for the fiscal year ended March 31, 1942, were considerably in excess of those for 
the previous year. Attention is also called to the reduction in Notes Payable to Swiss 
Banks, which at the end of this year amounted to $71,115.24, as compared with 
$489,199.46 at March 31, 1941. In addition to this reduction in its bank indebtedness 
of more than $400,000 the Company anticipated the first payment of $250,000 due 
against its term loan thereby reducing it to $1,250,000.

During the past fiscal year the Company was faced with numerous and complex 
problems as the sphere of war expanded and as the United States became more in­
volved therein, culminating on December 7, when we became direct participants. 
While these problems were of a type never before faced by the Company, they were 
insignificant as compared with the problems facing your Company at this present 
time. I am sure you agree with me that the first duty of your Company is to aid our 
country in every way that it possibly can in the war effort. At the same time, your 
directors and officers are fully cognizant of their duty to shareholders in preserving 
their investment.

In line with the practice of the past few years, I shall endeavor to present in 
detail the present situation of the Company, the results of the past year, and the
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prospects of the future insofar as anyone can hazard a prediction as to what the future 
may hold for your Company.

g r u e n ’s  w a r  e f f o r t s

As earlier indicated, it is the belief of your directors and management that the 
first effort of the Company must be to assist in every way possible in the war effort. 
This of course is not only a patriotic duty, it is the exercise of the soundest business 
judgment. The Company has acted and will continue to act on this basic decision. 
To this end, for many months a considerable portion of the Company s advertising 
efforts has been directed to the furtherance of the sale of war savings bonds and 
stamps and the Company has received a citation from the Treasury Department for 
its efforts. Employees of the Company subscribed 100% to the purchase of war bonds, 
60% gave blood for the Red Cross blood bank, and a number of our employees have 
entered active military service.

It has been the earnest desire of your Company to participate directly in the 
nation's war effort and for the past year a great portion of the time of the executives 
of your Company has been expended in discussions with officials of the Office of 
Production Management, the War Production Board, and other Governmental Agen­
cies, and with holders of prime governmental contracts with the view of utilizing 
machinery and employees' skill in direct manufacture of war instruments. On April 
15, 1942, the Company entered into a contract for the manufacture of a large quantity 
of precision instruments that are used in every branch of the armed service. Gruen 
engineers are devoting every effort humanly possible to complete the tools and dies 
necessary for the manufacture of these instruments and it is the sincere hope of the 
management that these instruments will be in production by early August.

MANUFACTURE AND SALE OF WATCHES DURING THE WAR

It is the belief of your directors and management that the manufacture and sale 
of watches is not a minor part in the war effort. Gruen watches are sold to and 
treasured not only by men in every branch of the armed services, but also by doctors 
and nurses, as well as defense workers and civilians. As you know from the statements 
and speeches of responsible governmental officials, production of commodities for 
civilian use and consumption will be cut drastically. Watches, as such, are not of 
prime necessity for the preservation of life such as food or clothes, but obviously they 
are far more essential for civilian use, than numerous non-essential items. To what 
extent the manufacture and sale of watches will be permitted will be decided by 
governmental authorities, and may be based upon a number of factors that develop 
in the future. I shall discuss the situation briefly under the following headings 
of Manufacture and Importation of Movements, Manufacture of Cases, and the 
Sales Situation.

MANUFACTURE AND IMPORTATION OF MOVEMENTS

In my letter of last year I pointed out that during the World War of 1914 your 
Company was successful in continuing importation of movements and movement parts

14)

from its factory at Switzerland with little interruption. While I expressed the hope 
that the same situation would continue to prevail in the future, I pointed out that no 
one could give any definite assurances as to this.

You of course will understand that movements must be exported through con­
trols of several nations now at war. Switzerland, as a neutral, has been able to 
accomplish this thus far and all of us hope that this situation will continue in the 
future. There is, however, no assurance that all shipments leaving Switzerland will 
reach Cincinnati despite the fact that since the beginning of the war only one of our 
shipments, of approximately 20,000 movements has been lost, that occurring when 
a Portugese boat was sunk last September. However, the merchandise so lost was 
covered by insurance.

MANUFACTURE OF WATCH CASES

Due to the shortage of all of the critical materials that go into the alloying of 
gold and other metals used in the manufacture of gold filled and other metal watch 
cases which represent more than 90% of the present watch sales, it is entirely possible 
that watch cases during the present emergency will have to be manufactured entirely 
of gold or sterling silver or a combination of both, or possibly from some other 
material that is not now being used. This question is now receiving the most serious 
study of the industry generally, the Government agencies directly concerned with this 
question and your officials.

Because the amount of critical materials used by this Company in its 
manufacturing is negligible and in view of the fact that all of the Company s equip­
ment and personnel is not of such nature that it can devote its entire facilities to the 
manufacture of war instruments, it is the sincere hope of the management that the 
Company may be permitted to continue its manufacturing program at least on some 
curtailed basis in order to enable it to continue the manufacture of instruments of 
war in both an efficient and economical manner.

THE SALES SITUATION

The management sincerely regrets that it was impossible to meet the demand for 
its product by both consumers and Gruen jewelers in the past year during which time 
it was unable to fill some millions of dollars of orders without seriously reducing its 
reserve inventory. While a shortage of watches prevailed in the industry generally, 
it is my sincere belief that the unprecedented demand for Gruen watches was primarily 
due to the reputation of your Company for producing fine watches for almost seventy 
years and its consistent and effective national advertising program.

In the past few months certain restrictions on consumer credit purchases have 
been placed in effect. While it is our belief that these restrictions will not prevent 
the sale of all the Gruen watches that can be produced under the present conditions, 
it is, however, too early to tell the effect of these restrictions on our jewelers.
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FUTURE PROFITS AND DIVIDENDS

Difficult as it is, I will try to cover in this letter the possibility of future profits 
and dividends.

I do not believe that it is possible for your Company to show the profits next 
year that were shown during the past two years. This situation prevails, I assume, 
in most companies today. Earlier 1 spoke of the tremendous increase in taxes during 
the fiscal year just ended. Perhaps even more graphic than a discussion of the increase 
in dollars, which of course depends in part on volume, is a consideration of the 
question from a percentage point of view. For the fiscal year just ended, 49-3% of 
the net earnings of your Company are payable for Federal and foreign income and 
excess profits taxes. For the fiscal year ended March 31, 1941, the percentage was 
33.2%, and for the fiscal year ended March 31, 1937, this percentage was only 17.4%. 
I think there can be little question that the rates for the fiscal year ending March 31, 
1943, will be a great deal higher.

Increased taxes, increased raw material costs and war risk insurance are only 
a few of the factors which tend to reduce earnings. Labor costs generally have risen 
and probably will continue to rise unless there is a general freezing of wages. Due 
to the present chaotic conditions and the fact that our movement plant is located in 
Switzerland, it is necessary for your Company to maintain an unusually large inventory 
with the additional expense involved therein.

As mentioned above, the shortage of certain metals and materials may require 
the Company in the future to expand to a large extent the use of other metals and 
materials which to some degree took place during the past year and the cost of manu­
facture may be further increased. Despite any increase in costs of manufacture, the 
present price freezing order of course prohibits us from increasing any of our prices. 
Under the present conditions it seems certain that the volume of business in watches 
will decrease and as I have earlier pointed out there is some possibility that if the 
war continues long enough this volume may be diminished to a negligible amount.

Against this most discouraging point of view is, of course, the fact that your 
Company is getting into war production. If and as we expand our war production, I 
am hopeful that we may show a small profit thereon, although if we are required to 
entirely discontinue the manufacture and sale of watches, I do not believe that profits 
of any consequence would be shown. This is not only because the margin of profit on 
instruments of war is small of necessity, and as it should be, but also because your 
Company is not equipped to undertake a tremendous volume of war business. How­
ever, I am hoping that the situation will not develop to this point at least for some 
time and that we will be permitted to manufacture and sell some watches and to 
earn some profits at least for the next year or so. If the war continues for a con­
siderable period of time and if it is intensified to the extent of the stoppage of manu­
facture of everything but those things absolutely vital for the war effort or preserva­
tion of civilian life, it would of course be impossible for anyone to attempt to prophesy 
what might then take place.

.
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In regard to future dividends, I think it will be clear to all of you that this 
question must be decided by future events. Your directors and officers are primarily 
concerned with the protection of your investment. In order to build up an adequate 
amount of working capital, the dividend policy of the Company heretofore has been 
conservative. As a result of this policy and should future earnings not show too great 
a decline, we hope to continue to pay some dividends on the Common Stock as well as 
the regular dividends on the Preferred Stock.

CONCLUSION

In conclusion, I want to express my very deepest appreciation of the efforts 
of all directors, officers and employees of both the parent company and its subsidiaries. 
My seven years of working with our employees since the reorganization gives me every 
confidence in their loyalty to the Company and their ability to adjust themselves to 
meet the problems facing us today and those that will certainly arise during the 
months ahead. The credit for the success of your Company during the years since 
its reorganization in 1935 is due to each and every one of these employees, and I am 
sure that you as shareholders are as appreciative of their efforts as I, who am in closer 
contact with their daily work.

The more than five thousand dealers scattered throughout this country continue 
to be Gruen’s fine friends and constitute one of our greatest assets. We have had to 
disappoint many of them due to our inability to fill all of their orders, but we have 
assured them that in the future, as in the past, we shall continue to supply them with 
all the Gruen watches possible on a fair, proportionate basis. I therefore look for­
ward to a continuation of their friendship and loyalty to Gruen.

I again want to express to the shareholders of the Company my sincere appre­
ciation of their cooperation and understanding of the problems facing the Company.

Sincerely yours,

Time Hill, Cincinnati, U. S, A. 
June 3, 1942
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THE GRUEN WATCH COMPANY
C O N S O L I D A T E D  B A L A N C E

A S S E T S :

Cash on hand and demand deposits.....................................................................................$ 523,255.97

$100,000 United States Savings Bonds, Series G, at cost.................................................. 100,000.00

Notes and accounts receivable, trade, less allowance for doubtful notes and accounts.. 2,958,626.93 

Inventories, at the lower of cost or market (Note 2 ) ......................................................  2,426,396.32

Total current assets................................................................................. 6,008,279.22

Cash surrender value of insurance aggregating $876,700
on lives of officers and director (Note 3 ) .................................................................  45,924.96

Other notes and accounts receivable, less allowance for doubtful notes.......................  6,988.70

Sundry investments, at cost or nominal values...................................................................  15,219.39

Land, buildings and equipment, at cost....................................................$839,524.44

Less, allowance for depreciation........................................................  407,494.00

432,030.44

Prepaid expenses and deferred charges..............................................................................  61,941.36

Patents, trade-marks, copyrights, and goodwill...................................................................  1.00

$6,570,385.07

The accompanying notes Nos. 1 to 4  are

r»]

AND S U B S I D I A R Y  COMPANIES
S H E E T ,  M A R C H  3 1 ,  1 9 4 2

L I A B I L I T I E S :

Notes payable, Swiss bank......................................................................................................

Accounts payable ...................................................................................................................

Accrued expenses ...................................................................................................................

Dividends payable ................................................................................................................

Provision for domestic and foreign taxes on income (Note 4 ) .....................................

Total current liabilities............................................. ..................................

Notes payable, bank, $250,000 due annually beginning May 27, 1943 (Note 3 ) ....

C A P I T A L  :
Capital stock:

Preferred stock, 5 per cent cumulative, $25.00 par value; entitled 
to $26.00 per share plus accrued dividends upon voluntary 
liquidation or redemption; authorized 20,000 shares, 18,459 
shares issued, less 425 shares in treasury, outstanding
18,034 shares .......................................................................... $ 450,850.00

Common stock, $1.00 par value; 650,000 shares authorized,
505,337% shares issued, less 74,570l/2 shares in treasury, 
outstanding 430,767% shares....................................................  430,767.25

Earned surplus, as annexed (Notes 1 and 4 ) ...........................................  2,910,765.95

an integral part of this balance sheet.

71,115.24

242,634.50

262,294.37

59,397.55

892,560.21

1,528,001.87

1,250,000.00

3,792,383.20

$6,570,385.07
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N O T E S  T O  C O N S O L I D A T E D  B A L A N C E  S H E E T
Note 1—The consolidated balance sheet includes assets of Gruen Watch Manufac­

turing Company of Switzerland aggregating 1344,958.32 (exclusive of 
intercompany receivables aggregating $5 50,284.08) of which current assets 
are $202,153.16, and liabilities of $332,751.92.
The consolidated balance sheet also includes net assets of Gruen Watch 
Company of Canada, Ltd., aggregating $212,235.52 of which net current
assets are $210,774,73-
Current assets and liabilities of the Canadian company have been con­
verted into dollars at the Federal Reserve rates prevailing at March 31, 
1942. In the absence of such rates current assets and liabilities of the 
Swiss company have been converted at currently quoted buying rates at 
March 31, 1942.
Non-current assets have been converted, substantially, at rates of exchange 
prevailing when acquired.
The effect of the war on the companies is discussed in the President’s report 
and reference is made thereto.
The estimated amounts of intercompany profits in inventory items purchased 
from companies whose accounts are consolidated have been eliminated in 
the preparation of the consolidated balance sheet.
Insurance policies on the life of Benjamin S. Katz, President, aggregating 
$750,000 have been assigned as collateral to notes payable, bank, aggre­
gating $1,250,000.
At the option of the bank the notes may become due and payable on 
demand if Switzerland becomes involved in war or if for any other reason 
the supply of movements is seriously curtailed for a period of four months, 
or in the event of the retirement of Benjamin S. Katz as an executive of 
the company.
It is estimated (based on present laws) that additional foreign taxes on 
transfers to the parent company of accumulated surplus of foreign sub­
sidiaries will approximate $42,500 and that Federal excess profits taxes 
may be payable on such transfers. The amounts, if any, of such United 
States taxes are not presently determinable.

N O T E S  T O  C O N S O L I D A T E D  S T A T E M E N T  O F  
I N C O M E  A N D  E A R N E D  S U R P L U S

Notes 1 and 4 to Consolidated Balance Sheet, March 31, 1942, are incorporated 
herein by reference.

The provisions for depreciation included in the consolidated statement of income 
amount to $36,625.24.

Income accounts of foreign subsidiary companies have been converted substantially 
at the average monthly rates of exchange prevailing during the fiscal year ended 
March 31, 1942. The unrealized profit of $2,636.55 arising from changes in 
conversion value of net current assets of foreign subsidiaries is included in 
consolidated earned surplus.

Intercompany sales and estimated intercompany profits have been eliminated in the 
preparation of the consolidated statement of income.

Consolidated net income includes net income of foreign subsidiaries aggregating 
$247,387.44 which is $11,397.07 less than dividends received from foreign 
subsidiaries during the year.

Note 2— 

Note 3—

Note 4—

[10]

C O N S O L I D A T E D  S T A T E M E N T  O F  I N C O M E  
A N D  E A R N E D  S U R P L U S

fo r th e  fisca l y e a r  en d ed  M arch 3 1 ,  1943

Gross profit from sales..................................................................................... $3,701,267.50
Selling, administrative and general expenses................................................ 1,906,915.71

Profit before other income and expenses and income taxes........$1,794,351.79
Other income ..................................................................................................... 125,234.88

$1,919,586.67
Interest and other expenses..............................................................................  144,281.40

$1,775,305.27
Provision for domestic and foreign income taxes (including

Federal excess profits taxes $401,400.00).............................................  875,890.25

Net income .......................................................................................  899,415.02
Surplus, April 1, 1941.......................................................................................  2,342,248.09

$3,241,663.11
Add, partial recovery of unrealized losses on foreign exchange,

charged to earned surplus in a prior year.............................................  2,636.55

$3,244,299.66

Deduct:
Par value of 9,229l/2 shares common stock issued to 

holders of Class C, 6 per cent cumulative, pre­
ferred slock, less 2121/2 shares held in treasury..$ 9,017.00

Excess of cost over par value of 4,548 shares com­
mon stock purchased and held in treasury..........  18,192.00

Excess of amounts paid over par value of 1,541 
shares Class C, 6 per cent cumulative preferred
stock acquired and retired..................................... 12,507.00 39,716.00

$3,204,583.66

Dividends, cash:

Preferred stock to March 31, 1942.............................. 23,161.24
Common stock, 62]/2c per share..................................  270,656.47 293,817.71

Surplus, March 31, 1942...................................................................................$2,910,765.95

The accompanying notes are an integral part of this statement
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I Y B R A N D ,  R O S S  B R O S .  & M O N T G O M E R Y

Accountants and Auditors  
C I N C I N N A T I

To the Board of Directors, 
The Gruen Watch Company, 
Cincinnati, Ohio.

We have examined the consolidated balance sheet of The Grnen Watch Company 
and ,ts subsidiary companies as at March 31, 1942, and the consolidated statements 
of income and surplus for the year then ended, except with respect to the statements

y wh,th e“ ni"eJ bf w t"  -

In connection with the examinations, the systems of internal control and the 
accounting procedures of the companies were reviewed and, without making detailed 
audits of the transactions, the accounting records of the companies and othef support- 
mg evidence were examined or tested by methods and to the extent deemed appro- 

,ThC “ ations were made in accordance with generally accepted auditing 
standards applicable m the circumstances and included all procedures considered 
necessary.

In our opinion based upon such examinations and upon the report of other 
accountants funushed us, the accompanying consolidated balance sheet and related 
consolidated statements of income and surplus present fairly the consolidated position 

Iie Gmen ^ atch Company and its subsidiary companies at March 31, 1942 and 
tie  consolidated results of their operations for the year then ended, in conformity
with generally accepted accounting principles applied on a basis consistent with that 
ot the preceding year.

LYBRAND, ROSS BROS. & MONTGOMERY

Cincinnati, Ohio, May 28, 1942.
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G e o . J. G r u e n  . . . 

B e n ja m i n  S. K a t z  . . 

C l if f o r d  R . W r ig h t  .

Directors

Attorney
First Vice-President, The Fifth Third Union Trust Co. 
Chairman of the Board, The Edwards Mfg. Co.

Chairman of the Board
President and Treasurer
Chairman of the Investment Committee,
Union Central Life Insurance Co.

G e o . J. G r u e n  . . 

B e n ja m i n  S. K a t z  . 

J o seph  K a n e  . . . 

G e o r g e  T. G r u e n  . 

A l f r e d  T. R e is  . . 

T h o m a s  F. J e a r y  . .

Officers

Chairman of the Board 
President and Treasurer 
Vice President 
Secretary 
Comptroller 
Auditor

Counsel—Taft, Stettinius & Hollister, Cincinnati, Ohio
Transfer Agent—The Fifth Third Union Trust Co., Cincinnati, Ohio
Registrar—The Central Trust Co., Cincinnati, Ohio
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PRESIDENT’S REPORT
TO T H E  S H A R E H O L D E R S  O F  T H E  G R U E N  W A T C H  C O M P A N Y ;

On behalf of the Board of Directors, I am happy to present herewith the 
annual report of your Company and its subsidiaries for the fiscal year ended 
March 31, 1943. This report shows consolidated net profits of $908,078.79 after 
all charges and taxes, as compared with consolidated net profits of $899,415.02 
for the year ended March 31, 1942. After allowing for dividends on the preferred 
stock, earnings this year were equal to $2.30 a share on the 384,256^ shares of 
common stock outstanding at March 31, 1943, exclusive of treasury shares, as 
compared with earnings of $2.04 a share for the fiscal year ended March 3 1 , 19 4 2  
on the 430,767M shares of common stock then outstanding. You w ill recall that 
last March the Board of Directors, with the overwhelming approval of share­
holders, consummated the purchase of 46,511 shares of common stock at a net 
price of $5.10 a share.

While I stated in last year’s report that I did not believe it was possible for 
the Company to show as great a profit for the year just ended, as it did in pre­
vious years, the increase in operating profit for the year just ended was made 
possible despite increased material and labor costs and despite no increase in its 
selling prices because it manufactured and sold a greater percentage of higher 
priced watches.

In accordance with the usual practice, the report here submitted includes a 
consolidated balance sheet as of March 31, 1943 and a consolidated statement of 
income and earned surplus for the fiscal year ended March 31, 1943, as certified 
to by our auditors, Messrs. Lybrand, Ross Bros. & Montgomery, and approved 
by the Board of Directors.

Due both to the tremendous amount of money now being earned by the con­
suming public and to the governmental regulation calling for a minimum down 
payment of one-third on installment purchases in the jewelry industry, most of 
our customers paid cash for the merchandise shipped to them instead of issuing 
notes to us as heretofore. The Notes and Accounts Receivable at March 31, 1943 
were the lowest in the past five years, amounting to $736,450.37 as compared 
with $2,958,626.93 at March 31, 1942. The Companies’ cash balances and govern­
ment obligations on hand amount to $2,500,916.56 at March 31, 1943 as com­
pared with cash balances and government obligations of $623,255.97 at March 
31, 1 9 4 2 . In addition to building up these large cash balances, the Company was 
also able to anticipate on September 10, 1942 the payment of $250,000 which was 
due on May 27, 1943, thereby reducing its term bank loan to $1,000,000.

In my two previous annual letters, and especially my letter of last year, I 
commented at some length on the uncertainties facing the Company in these war 
years. No one can predict, with any degree of certainty, future developments. 
However, the accomplishments during the past year under the difficulties en­
countered encourage us to look forward with confidence to the immediate future 
as well as the post-war period. As to the immediate future, I have reasonable 
hope that we w ill be able to continue to manufacture and sell watches, at least 
on a curtailed basis, as well as to manufacture all of the instruments of war within
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the limits of our facilities. The post-war period should find Gruen’s trade and 
consumer relations in excellent shape for your Company has, in its post-war 
policy planning, always kept in mind the utmost necessity of maintaining both 
its dealer and consumer relations through constant cooperation and promotion.

INCREASING TAXES

Obviously, this expensive war must be paid for out of taxes if we are to 
avoid repudiation or wild inflation. It is reasonable therefore that we w ill have a 
continuation of high taxes during the war and possibly for some time thereafter. 
With increased taxes, net profits have decreased greatly in comparison with oper­
ating earnings. The effect of these increased taxes is graphically illustrated in 
the following table showing net earnings before and after taxes for the five years 
ending March 3 1 , 1943:

Provision for Domestic

Year Ended
Profit

Before Taxes
and Foreign Income Taxes 

Amount % Net Profit
Mar. 31, 1939 $ 662,624.42 $ 121,955.19 18 $540,669.23
Mar. 31, 1940 1,033,072.37 287,804.50 28 745,267.87
Mar. 31, 1941 1,352,725.12 449,323-39 33 903,401.73
Mar. 31, 1942 1,775,305.27 875,890.25 49 899,415.02
Mar. 31, 1943 2,076,366.86 1,168,288.07 56 908,078.79

Of the $1,168,288.07 Provision for Domestic and Foreign Income Taxes for the 
year ended March 31, 1943, a total of $1,063,091.89, or 91% was for Domestic 
Taxes, and of this amount the Federal Excess Profits Taxes were $816,110.33, 
less credits for debt retirement and post-war refund totaling $81,611.04.

GRUEN’S DIRECT WAR EFFORT

You were advised last year that the Company had undertaken the manu­
facture of electrical measuring instruments which are used by every branch of 
the armed forces. I think all of us can take pride in the fact that with our limited 
facilities for the manufacture of a product of this type, we were able to manu­
facture these instruments so urgently needed by both the armed forces of our 
nation and those of our Allies. In addition to making in our own plant, all the 
tools and dies required for these instruments, our engineers designed and had built 
a new type of electrical hardening furnace which has been of assistance in speed­
ing up the hardening of magnets used in such instruments. In addition to manu­
facturing complete instruments, we are also using this electrical hardening fur­
nace to produce some parts for other instrument manufacturers.

While a very large percentage of your Company’s employees at the Time Hill 
plant, Cincinnati, Ohio, is now engaged in the manufacture of these instruments 
of war, the operation of the Instrument Division produced only a small portion 
of the gross income and the net results were on practically a break-even basis.

Nevertheless, I am sure that you are as pleased as I am with the fine contri­
bution that our Company has made to the war effort in converting so much of
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our facilities and so many of our employees to the manufacture of these impera­
tively needed instruments of war. Our Company is especially well represented in 
the United States armed forces by having approximately one-third of its male 
personnel in the Army, Navy and Marines.

In addition, Gruen was privileged to fly the first ten percenter flag in the 
United States authorized by the Treasury Department as recognition for par­
ticipation in the payroll allotment plan to the extent of ten percent of total 
wages and salaries for the purchase of War Bonds.

MANUFACTURE AND SALE OF WATCHES DURING WAR

Last year I stated that your Directors and management felt that the manu­
facture and sale of watches was not a minor part in the national war effort. We 
have not changed our belief. Gruen Watches continue to be given to, purchased 
and relied on by Soldiers, Sailors, Marines, Air Forces, Waves, Waacs, Spars and 
members of other branches of the armed services. Increasing numbers of doctors, 
nurses and war workers are also relying on Gruen Watches.

Your Company has been particularly helpful in supplying the present urgent 
need for watches without using for movements the critical materials so vitally  
needed in this war effort, because our movements are manufactured in Switzer­
land by our wholly-owned Swiss subsidiary. While we have been forced to curtail 
to some extent our production due to the shortage of critical materials, we lave 
been fortunate in being able to manufacture a sufficient quantity of watches to 
enable us to supply at least part of the tremendous demand of our customers.

Shipments of movements from Switzerland are now being made exclusively 
on Swiss boats. I am glad to report that not a shipment was lost at sea in the 
past year.

I feel sure all of you join with me in appreciation of the fine work that has 
been done, and is being done, in Switzerland by Mr. Henri Thiebaud, our Director 
General, and his staff under most trying conditions, by continuing to manulac- 
ture the large quantities of movements that they do without any sacrifice ol the 
fine quality for which this Company enjoys a world-wide reputation.

MANUFACTURE OF GRUEN WATCH CASES

The Gruen National Watch Case Company, despite all the critical material 
and labor shortages facing it last year, and with absolute insistence by the parent 
company that first precedence be given to the manufacture of tools and parts lor 
electrical measuring instruments, manufactured for the parent company a suffi­
cient number of cases which, with the cases purchased from independent case 
company manufacturers, were sufficient for such movements as could be manu­
factured.

At the beginning of the fiscal year just ended, the Case Company was for­
tunate in having on hand a fair supply of partly fabricated alloyed materia s 
customarily used in the manufacture of gold and gold filled watch cases which 
the government permitted it to complete. However, this material is practically 
exhausted and the Case Company is now manufacturing its cases from a new pre­
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cious metal alloy with the permission of the Government, which permission it 
is hoped w ill be continued because of the small amount of material required in 
the manufacture of cases.

THE DEMAND FOR GRUEN WATCHES

While the demand for Gruen Watches in the past year by both consumers 
and Gruen jewelers, exceeded the supply by many times, your Company faced a 
problem of considerable difficulty.

Because of a sincere desire to retain and further cement the good w ill of its 
more than 5,000 jewelers, your Company in the fall of 1941 adopted a policy of 
fair and equal distribution of such watches as it could manufacture and ship 
without interfering with its war effort, to all of its customers on a quota basis 
in accordance with each customer’s previous purchases. That your Company has 
been successful in doing this is evidenced by the thousands of letters, telegrams 
and telephone calls from many customers expressing their appreciation of the 
fair treatment that the Company has given each and every customer regardless 
of size. This fair and equitable policy of equal distribution has also received 
recognition and praise from many of the leaders in the industry.

GRUEN QUALITY

Regardless of the pressure being brought to bear on our Company for the 
manufacture and delivery of the greatest number of watches possible, we intend 
to continue our policy of manufacturing only such watches as come up to the high 
standard of quality for which the Company enjoys such an enviable reputation.

As a further indication of the acceptance of Gruen Watches by both con­
sumers and the industry, we are particularly proud that PAN-AMERICAN AIR­
WAYS, by far the largest air line in the world, has recently designated Gruen 
as its official watch.

GRUEN WATCH ADVERTISING

Despite the tremendous demand for Gruen Watches referred to several times 
in this report, your Company is continuing its intensive advertising campaign 
in the sincere belief that it must do so in order to protect the millions of dollars 
that it has invested in the name Gruen. The advertising campaign conducted in 
the past two years has been largely along institutional lines. During these two 
years, however, the Company has devoted a great part of its magazine and radio 
advertising to its war effort and to aid the Government in the sale of War Bonds. 
Your Company has been publicly recognized by the Treasury Department for 
these advertisements. Our slogan “ BUY A GRUEN WATCH BUT BUY A 
WAR BOND FIRST” has been cited by the Treasury Department as an outstand­
ing slogan in the War Bond Drives.

Public reaction to Gruen advertising, dealing with your Company’s war 
effort, has been splendid. Many complimentary letters, quite a few from service 
men, were received. Two of the advertisements in our 19 4 2  fall campaign brought
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an especially pleasing response,—oar annual Christmas advertisement titled 
“Tonight I leaned across 10 ,0 0 0  miles and kissed you“ appearing in Life, Esquire, 
and The American Weekly reached more than twenty-eight million readers. A 
number of requests for copies came from men and women in all walks of life 
throughout the United States as well as from members of the armed forces both 
here and abroad. Its theme served as the inspiration for several songs and poems. 
Our advertisement titled “The life-saver that was waiting in Honolulu Dec. 7, 
1941“ describing the Berman locator, appeared in Life and Fortune last fall and 
was read by more people than any other war ad appearing in Life Magazine 
during 1 9 4 2 , according to a survey of the L. M. Clark Readership Reports. Both 
of these ads are reproduced on the back page of this report.

A jury of Art Directors deemed the illustrations in all of Gruen’s 19 4 2  adver­
tisements depicting our war efforts to be of such high professional appeal that 
they were selected for the annual exhibit of the best advertising illustrations 
of 1942.

CONCLUSION

It is w ith a great deal of pleasure that I express once more my deepest appre­
ciation to our more than five thousand loyal jewelers, scattered throughout this 
country and Canada, who are Gruen’s greatest friends and constitute its greatest 
asset, for their patience and understanding and assure them that our Company 
w ill continue to deliver every watch possible that does not interfere with the 
Company’s war effort.

I also want to express my sincere appreciation for the loyalty and efforts 
under the most trying conditions, of all Directors, Officers and employees of both 
the parent company and its subsidiaries which have made possible the comple­
tion of the most successful year in the history of your Company. I am certain 
that you, as shareholders, are as appreciative of their efforts as I am.

Sincerely yours,

President
Time Hill, Cincinnati, Ohio 
June 7, 1943
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T H E  G R U E N  W A T C H  C O M P A N Y  f
C O N S O L I D A T E D  B A L A N C E  s

A S S E T S :

........................... $1,750,916.56

.. .$250,000.00

. .. 5 0 0 ,00 0.00 
-------------  750,000.00

Notes and accounts receivable, trade, less allowance for doubtful notes
and accounts.  ............................................................................................  736,450.37

Inventories, at the lower of cost or market (Note 2 ) ...................................  3,024,943-24

Total current assets............................................................................. 6,262,310.17

Cash on hand and demand deposits.....................
United States Government Obligations, at cost:

$2 5 0 ,0 0 0  Savings Bonds, Series G ................
$500,000 Tax Anticipation Notes, Series C.

Cash surrender value of insurance aggregating $8 76 ,70 0  on lives of offi­
cers and director (Note 3 ) .........................................................................

Other notes and accounts receivable, less allowance for doubtful notes. .
Sundry investments, at cost or nominal values..............................................
Post-war refunds of excess profits taxes.......................................................
Land, buildings and equipment, at cost.................................. 892,817.57

Less, allowance for depreciation...............................  448,079.11

69,798.34
12,795-01
15,557-68

4,678.85

444,738.46

Prepaid expenses and deferred charges............................................................. 94,786.12
Patents, trade-marks, copyrights, and goodwill............................................ 1 .0 0

$6,904,665.63

The accompanying notes Nos. 1 to 4 are
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A N D  S U B S I D I A R Y  C O M P A N I E S
S H E E T ,  M A R C H  3 1 ,  1 9 4 3

L I A B I L I T I E S  :

Accounts payable................................................................................................ $ 303,297-38
Accrued expenses.................................................................................................  327,701.22
Dividends payable...............................................................................................  5,636.90
Provision for domestic and foreign taxes on income (Note 4 ) ....................  1,209,999-01

Total current liabilities......................................................................  1,846,634-51

Notes payable, bank, ($2 5 0 ,0 0 0  due annually beginning May 27, 1944)
(Note 3 ) .............................................................................................. . 1 ,0 0 0 ,00 0.00

C A P I T A L :
Capital stock:

Preferred stock,5 per cent cumulative,$2 5 -0 0 par value; 
entitled to $26.00 per share plus accrued dividends 
upon voluntary liquidation or redemption; author­
ized 20 ,0 0 0  shares, 18,459 shares issued, less 425 
shares in treasury, outstanding 18,034 shares. . . .$ 450,850.00

Common stock, $1.00 par value; 6 50 ,0 0 0  shares author­
ized, 5 0 5 ,3 3 7 ^  shares issued, less 121,081^  
shares in treasury, outstanding 3 8 4 , 2 5 6 shares. 384,256.25

Earned surplus, as annexed (Notes 1  and 4 ) ........................ 3,222,924.87

4,058,031-12

$6,904,665-63

an integral part of this balance sheet.
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N O T E S  TO C O N S O L I D A T E D  B A L A N C E  S HE E T

Note 1 —The consolidated balance sheet includes assets of Gruen Watch Manu­
facturing Company of Switzerland aggregating $3 4 1 ,8 5 7 .6 2  (exclusive 
of intercompany receivables aggregating $703,239-54) of which current 
assets are $207,090.18, and liabilities of $246,060.48.
The consolidated balance sheet also includes net assets of Gruen Watch 
Company of Canada, Ltd. aggregating $2 5 0 ,0 2 0 .8 8  of which net cur­
rent assets are $238,842.10.
Current assets and liabilities of the Canadian company have been con­
verted into dollars at the Federal Reserve rates prevailing at March 31, 
1943- In the absence of such rates, current assets and liabilities of the 
Swiss company have been converted at currently quoted buying rates 
at March 31, 1943-
Non-current assets have been converted, substantially at rates of ex­
change prevailing when acquired.
The effect of the war on the companies is discussed in the President’s 
report and reference is made thereto.

Note 2 —The estimated amounts of intercompany profits in inventory items pur­
chased from companies whose accounts are consolidated have been 
eliminated in the preparation of the consolidated balance sheet.

Note 3—Insurance policies on the life of Benjamin S. Katz, President, aggregating 
$7 5 0 ,0 0 0  have been assigned as collateral to notes payable, bank, aggre­
gating $ 1 ,0 0 0 ,0 0 0 .
At the option of the bank the notes may become due and payable on 
demand if Switzerland becomes involved in war or if for any other rea­
son the supply of movements is seriously curtailed for a period of four 
months, or in the event of the retirement of Benjamin S. Katz as an 
executive of the company.

Note 4—It is estimated (based on present laws) that additional foreign taxes on 
transfers to the parent company of accumulated surplus of foreign sub­
sidiaries w ill approximate $7 1 ,0 0 0  and that Federal excess profits taxes 
may be payable on such transfers. The amounts, if any, of such United 
States taxes are not presently determinable.

N O T E S  TO C O N S O L I D A T  EjD S T A T E M E N T  OF  
I N C O M E  A N D  E A R N E D  S U R P L U S

Notes 1  and 4 to Consolidated Balance Sheet, March 31, 1943 are incorporated 
herein by reference.

The provisions for depreciation included in the consolidated statement of income 
amount to $44,079-53.

Income accounts of foreign subsidiary companies have been converted substan­
tially at the average monthly rates of exchange prevailing during the year 
ended March 31, 1943- The unrealized profit of $8,812.94 arising from changes 
in conversion value of net current assets of foreign subsidiaries is included 
in consolidated earned surplus.

Intercompany sales and estimated intercompany profits have been eliminated in 
the preparation of the consolidated statement of income.

Consolidated net income includes net income of foreign subsidiaries aggregating 
$244,473.53. No dividends were received from foreign subsidiaries during 
the year.
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C O N S O L I D A T E D  S T A T E M E N T  OF  I N C O M E  
A N D  E A R N E D  S U R P L U S

for the year ended March 31, 1943

Gross profit from sales...............................................................
Selling, administrative and general expenses........................

Profit before other income and expenses and income taxes 
Other income..............................................................................

Interest and other expenses......................................................

$3,779,292.12
1,649,083-89

2,130,208.23
104,398.59

2,234,606.82
158,239.96

2,076,366.86

Provision for domestic and foreign income taxes (including Federal 
excess profits taxes $816,110.33 less credit for debt retirement
$76,932.19 and post-war refund $4,678.85)..................................  1,168,288.07

Net income...............................................................................  908,078.79
Surplus, April 1, 1942............................................................................... 2,910,765-95

3,818,844.74
Add, partial recovery of unrealized losses on foreign exchange

charged to earned surplus in a prior yea r.....................................  8,812^94

Deduct, excess of cost over par value of 46,511 shares common stock 
purchased and held in treasury.....................................................

3,827,657.68

209,299.50

3,618,358.18

Dividends, cash:
Preferred stock to March 31, 1943............................$ 22,547.62
Common stock, 92j^c per share................................ 372,885-69 395,433.31

Surplus, March 31, 1943 $3,222,924.87

The accompanying notes are an integral part of this statement.
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L Y B R A N D ,  R O S S  B R O S ,  g M O N T G O M E R Y  

Certified Public Accountants 

CINCINNATI

To the Board o f D irectors, 

The Gruen Watch Company, 

Cincinnati, Ohio.

n a n WC,W  CT i DCd thC consolidated balance sheet of The Gruen Watch Com­
p y and its subsidiary companies as at March 3 1 , 19 4 3  and the consolidarrd
! —  ° f 1™  ^  >1*  y -  then ended i s ^ p  wi h « s ^ t
i o u Z  T 7 ' I ’ ™ ‘ hc ^ tcrn s  ° f  » n r r „ 3 " e
accounting procedures of the companies and, without making detailed audits" of 
the transactions, have examined or tested accounting record! of the companies

priam o !rSUe !Pa m r?  eV enCe’ *7 “ d “  the extent we deemed aPP'°-pnate. Our examination was made in accordance with generally accepted audit 
ng standards app] cable in the circumstances and included all procedures

amined S f  ^  ^  ^  accountants whoamined the financial statements of the Swiss subsidiary.

n our opinion, based upon such examination and upon such report of other 
— S’ balance slL  „ d X "  “ “ oh"

o f t “G ™ r w a « h ‘r m'  “ d S” PlUS Prc“ n‘ f" ' *  tbC p"".” ™
ami rhe , 1  C. ConjPaDy and subsidiary companies at March 31 19 4 3  
and .he consolidated results of their operations for the year then ended in con 
ormity with generally accepted accounting principles 

sistent with that of the preceding year.

con-
ex-

applied on a basis con-

LYBRAND, ROSS BROS. & MONTGOMERY.

Cincinnati, Ohio, June 1, 1943
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The advertisement reproduced to the left 
appeared in Life, Esquire, and The Amer­
ican Weekly, reaching more than twenty- 
eight million readers. Requests for re­
prints of this advertisement came from 
men and women in all walks of life 
throughout the United States, as well 
as from members of the armed forces 
both here and abroad.
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P R E S I D E N T ’S R EPORT
TO THE SHAREHOLDERS OF THE GRUEN WATCH COMPANY:

On behalf of the Board of Directors, I present herewith the annual report 
of your Company and its subsidiaries for the fiscal year ended March 3 1 , 1 9 4 4 . 
This report shows consolidated net profits of $2,530,243.93 before taxes and 
$940,705-93, after all charges and taxes, as compared with consolidated net profits 
of $2,076,366.86 before taxes and $908,078.79 after taxes for the preceding fiscal 
year. After allowing for dividends on the preferred stock, earnings this year were 
equal to $2.39 a share on the 384,256^4 shares of common stock outstanding at 
March 31, 1944, exclusive of treasury shares, as compared with earnings of $2 .3 0  
a share for the preceding year.

Of the $ 1 ,5 8 9 ,538 .0 0  Provision for Domestic and Foreign Income Taxes for 
the year ended March 31, 1944, a total of $1,472,100.04 or 92.6% was for Domestic 
Taxes, and of this amount the Federal Excess Profits Taxes were $1,298,174.50, 
less credits for post-war refund totaling $1 2 9 ,8 1 7 .4 5 .

In accordance with the usual practice, the report here submitted includes a 
consolidated balance sheet as of March 31, 1944, and a consolidated statement 
of income and earned surplus for the fiscal year ended March 3 1 , 19 4 4 , as certified 
to by our auditors, Messrs. Lybrand, Ross Bros. & Montgomery, and approved 
by the Board of Directors.

As in previous annual reports, I should like to take this occasion to tell you 
something of the problems and achievements of the past year and to give you 
our thinking as to the outlook for the near future.

GRUEN’S WAR EFFORT

First and foremost in the minds of all of us is, of course, the question of what 
we, as a Company and as individuals, can do to assist in bringing to a victorious 
conclusion the present war. I am glad to be able to report that during the past 
year your Company and its employees have done the following:

M anufactured Thousands o f Precision Instruments fo r War.

As you know, these electrical precision measuring instruments are used by 
all branches of the Armed Forces. Last year, I outlined the action taken by us in 
developing this Instrument Division. During the past year, we met and bettered 
all contract schedules and thus materially assisted in relieving the shortage of 
these important implements of war. Not only was our production materially in­
creased over the preceding year, but perhaps even more important, the high
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quality of the instruments on which we have insisted from the beginning was 
maintained, and perhaps even improved. At the close of the fiscal year under re­
view, production of instruments was at a rate 80 per cent higher than twelve 
months earlier and at the highest rate yet attained.

While even a larger percentage than heretofore of our employees at Time 
Hill was engaged in the manufacture of these instruments, nevertheless, the oper­
ations of the Instrument Division produced only a small percentage of our entire 
gross income and the net results were little better than on a break-even basis.

Delivered Tens o f Thousands o f Watches to the Armed Forces as W ell as to Civilians.
In addition to the watches supplied to the Armed Forces through our regular 

jewelry outlets, large quantities of watches were supplied to the Armed Forces 
through government agencies.

Inaugurated a Course o f Training in Watchmaking.
This undertaking was designed primarily for handicapped war veterans who 

may thus not only learn a useful and highly-paid trade but will at the same time 
be making a definite and essential contribution to civilian life by relieving the 
acute shortage of trained horological workers. Among those who entered our 
first training class were veterans who had recently been mustered out of service 
because of disabilities.

Participated in All War Drives.
During the fiscal year your Company increased its holdings of United States 

Government securities to $1,240,000 on March 31, 1944, as compared with  
$75 0 ,0 0 0  on March 31, 1943. Individual employees have continued their purchases 
of War Bonds through the payroll allotment plan. The aggregate of their pur­
chases is in excess of 1 0  per cent of total wages and salaries. Gruen employees 
contributed generously to the Red Cross, Community Chest and War Fund Drive, 
to the Red Cross Blood Bank and other patriotic drives. Gruen employees in the 
Armed Forces now number approximately 35 per cent of the total male personnel 
of the Company at the time of the inception of the war.

MANUFACTURING, IMPORTING AND OPERATING PROBLEMS

Like all manufacturers, we experienced numerous difficulties in obtaining 
materials and in retaining manpower. Despite these difficulties the volume of 
business for the year just ended was the greatest in the seventy years’ history of 
your Company. This result however, was only possible by further reducing our 
reserve movement inventory which we had built up prior to the war for this 
emergency.

Throughout the year, we were able to import movements from our factory
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in Switzerland. Obviously, no one can give assurance that such importation may 
not sometime be cut off. But in view of the fact that such importations from 
Switzerland, transported to this country on Swiss and other neutral ships, have 
been permitted for the two and one-half years that we have been at war, we are 
encouraged to believe that such importations will continue, although perhaps on 
a temporarily reduced basis.

In making this report to you, I cannot over-emphasize the importance of 
the fine work that has been done by the heads of your Technical and Manufac­
turing Departments. Under extremely difficult and at times discouraging cir­
cumstances, they have succeeded in manufacturing a sufficient number of watch 
movements and cases to supply, at least partially, the unprecedented demand for 
Gruen watches in this past most difficult year.

GRUEN ADVERTISING

To protect the millions of dollars invested in the quality name of Gruen, 
and to cement our very valuable Gruen dealer relationships, your Company has 
continued its large scale advertising and merchandising program during the past 
fiscal year. As in the past years since Pearl Harbor, your Company devoted a 
considerable portion of its magazine and radio advertising to help the war 
effort and to further the sale of War Bonds.

The two War Bond advertisements which Gruen ran during the past fiscal 
year, namely, “It was Necessary To Put Him Under Protective Custody” and 
“Tell Steve You Cashed Your War Bond,” which appeared in Time, Fortune, and 
Life magazines, attracted considerable public attention and won official Govern­
mental approval. Both these War Bond advertisements of your Company enjoyed 
an exceptionally high reading, as reported by an impartial research organization. 
The advertisement ” It Was Necessary To Put Him Under Protective Custody” 
was selected as one of the 10 0  best war advertisements of the year by the War­
time Advertising Council.

A great many jewelers reproduced these two Gruen War Bond magazine 
advertisements in their local newspapers at their own expense, using more than 
17 5 ,0 0 0  lines of space for them. This advertising was in addition to the large 
amount of advertising space devoted to Gruen watches by Gruen jewelers in their 
regular newspaper advertising and accounted for approximately one million 
lines of newspaper advertising.

Gruen advertisements containing seasonal greetings to our Armed Services 
abroad were inserted at Christmas and Easter time in newspapers in Great Britain, 
Northern Ireland, Australia, India, the West Indies, Alaska, Egypt and other 
far away posts.

Looking forward to the post war period, your Company this year also placed
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stronger emphasis in its general advertising and merchandising on Grucn Curves

n a i l ' d  a " " Y ” ' ^  °" 'h'  Gt“ " Pa° Americannamed and registered the U. S. Patent Office through an exclusive contra”
from o "Ua r r  v Am“ ic"  Airways System and your Company. Today 
from one end of the globe to the other, the Captains of Pan American Airwavs’ 
are swifdy shuttling their Gian, Clipper Ships with war-vital cargo and paTsen-

Thew V c l  r '  P‘ne k“ P ° P“  “ nal lifd in“  ,hat are *> necessafy for victory
, Clipper Captains are now wearing the rwenty-four hour dial Grucn Pan
Amencan w atch -th e  official watch of the Pan Amencan Airways Clo hs hear.

U n im d T  :  y  W,'|" k  inSUlW  ^  P“  Americ“  Terminals "hroughou, the
United States, as well as abroad. Pan American timetables, travel fofders and

w,u m“ ,,on Gru» as ^  *  *  p»

CAPITALIZATION AND THE POST-WAR PERIOD

> / ‘ n'n the re° f ni2r , n;  yOUr directors have followed a conservative divi­
dend policy in order ro build up the working capital of the Company Looking
toward the future, „  is rhe belief of your directors and management 
ncreased working capital may well be needed in the immediate post-war period

lation ' Y  W“ h th'  P° SS,blC ab" d°"” “ >t sffrt the war, of Regu-
liher I J . wh“  11 may sgain be necessary for our Gruen jewelers to obtain fhe 
liberal credit terms which were requested by the majority of them prior to h i  
war and the inauguration of Regulation ‘ 'W” . P to the

nmvF,°r fthe PurP°se of increasing working capital, your Company, with the ap­
p a of its directors, last September increased the long term bank loan of the 
Company from $1,000,000.00 to $2,000,000.00. S * h

cjk-u’EN’S FUTURE

th Never have I been more hopeful as to the future of your Company. In saying 
■ o not refer entirely to net earnings, for with increased taxes these may 

ell prove to be curtailed at least for the war period, but rather to the general 
operauons of the Company, the quality of its product and its reputation with 
r. jewelers and the public. Obviously, no one can foretell the events of the
fui lire, the effects of the end of the near
nftf . r u n  , War which a11 of us are so anxiously awaiting
world wnle «  finaI “ "quest of the “ emy. It may be in the interim befofe
fromdr7  d rCSt° rcd rhat there wil] be P^ods of discouragement

om the point of corporate operations, importations, manufacturing amf sales 
but even if this proves to be the case, such should be only te m p o ra ry ^ g a rd lt ’ 
of conditions, your management will continue to make every Effort as i f  has in 
the past to maintain the fundamental policies which have been 
sponsible for the success Gruen has enjoyed in recent years.

so largely re-
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APPRECIATION

I should like to express my sincere appreciation to our more than five thou­
sand loyal Gruen jewelers who, in these trying war years, have proven them­
selves repeatedly as true friends. We value the goodwill, the understanding and 
wholehearted cooperation of these friendly Gruen jewelers as one of your Com­
pany’s greatest assets. Again, I want to assure these loyal jewelers that we, at 
Gruen, will do everything possible to justify their splendid cooperation with us.

I also want to thank all the directors, officers, and employees of both the 
parent Company and its subsidiaries, for their part in making this past fiscal year 
the most successful of the seventy years your Company has been in business.

I, too, want to express our best wishes to the Gruen men and women now 
serving their country in the Armed Forces all around the world. Our fondest 
hope is that a quick victory w ill see them back soon to rejoin their families at 
home, as well as the Gruen family of employees at Time Hill.

Sincerely,

Time Hi l l y Cincinnati, Ohio 
M ay 25, 1944

[7]



T H E  G R U E N  W A T C H  C O M P A N Y  A
C O N S O L I D A T E D  B A L A N C E  S I

AS S ETS  :

Cash:
On hand and demand deposits...........................................$3,621,126.74
Deposits, restricted (Note 2 ) ............. ...............................  239,064.57

TT . , r ^ $3,860,191.31
United States Government Obligations, at cost:

$250,000 Savings Bonds, Series G ..................................... 250,000.00
$ 50,000 Certificates of Indebtedness............................... 50,000.00

Notes and accounts receivable, trade, less allowance for doubtful notes 
and accounts................................................................................................

Inventories, at the lower of cost or market (Note 3 ) ..................................

Total current assets...............................................................................

Cash surrender value of insurance aggregating $876,700 on lives of offi­
cers and directors (Note 4 ) ................ ........................................................

Other accounts receivable..............................................................................
Sundry investments, at cost or nominal values.......................... ..................
Post-war refunds of excess profits taxes...........................................................
Land, buildings, and equipment, at cost................................ 940,237.93

Hess, allowance for depreciation. . . ! .....................  488,255.47

Prepaid expenses and deferred charges.................
Patents, trade-marks, copyrights, and goodwill

$8,632,137.97

451,982.46
128,897.34

1.00

300,000.00

956,905.80
2,684,737.66

7,801,834.77

91,241.61
8,299.76

15,476.68
134,404.35

The accompanying notes Nos. 1 to 6 are an tn
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A N D  S U B S I D I A R Y  C O M P A N I E S
S H E E T ,  M A R C H  3 1 ,  1 9 4 4

L I A B I L I T I E S  :

Accounts payable........................................................................................................ $ 599,179.50
Accrued expenses....................................................    408,059.80
Dividends payable....................................................................................................... 5,636.88
Provision for domestic and foreign taxes on income, less U. S. Treasury

Tax Savings Notes (at cost and accrued interest) $944,233 (Note 5). . 894,929-57

Total current liabilities............................................................................  1,907,805.75

Notes payable, bank, due annually in varying amounts from April 30,
1945 through April 30, 1950 (Note 4 ) ..........................................................  2,000,000.00

C A P I T A L  :
Capital Stock:

Preferred stock, 5 per cent cumulative, $25.00 par 
value; entitled to $26.00 per share plus accrued 
dividends upon voluntary liquidation or redemp­
tion; authorized 20,000 shares, 18,459 shares 
issued, less 425 shares in treasury, outstanding
18,034 shares................................................................$ 450,850.00

Common stock, $1.00 par value; 650,000 shares author­
ized, 505,33724 shares issued, less 121,0813/2 
shares in treasury, outstanding 384,25634 shares. 384,256.25

Earned surplus, as annexed (Notes 1, 5 and 6 ) ..................... 3,889,225.97

4,724,332.22

$8,632,137.97

an integral part of this balance sheet.
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N O T E S  T O  C O N S O L I D A T E D  B A L A N C E  S H E E T
Note 1 The consolidated balance sheet includes assets of Gruen Watch Manufactur- 

mg Company of Switzerland aggregating $791,590.27 (exclusive of intercompany re­
ceivables aggregating $639,518.64) of which current assets are $647,434.33, and liab ili­
ties of $424,886.46.

The consolidated balance sheet also includes net assets of Gruen Watch Company of 
Canada, Ltd. aggregating $226,037.32 of which net current assets are $211,620.81.

Current assets and liabilities of the Canadian company have been converted into dol­
lars at the Federal Reserve rates prevailing at March 31, 1944. In the absence of such 
rates, current assets and liabilities of the Swiss company have been converted at cur­
rently quoted buying rates at March 31, 1944.

Non-current assets have been converted, substantially at rates of exchange prevailing 
when acquired.

The effect of the war on the companies is discussed in the President’s report and refer­
ence is made thereto.

Note 2 —Deposits, restricted, represent balances of remittances by the parent com­
pany to the Swiss subsidiary in the regular course of business, on deposit in a 
Swiss bank, releases of which to the Swiss subsidiary are at present subject to regula­
tion by the Swiss National Bank.

Note 3 The estimated amounts of intercompany profits in inventory items purchased 
from companies whose accounts are consolidated have been eliminated in the prepara­
tion of the consolidated balance sheet.

Note 4—Insurance policies on the life of Benjamin S. Katz, President, aggregating 
$750,000 have been assigned as collateral to notes payable, bank, aggregating $2,000,000.

At the option of the bank the notes may become due and payable on demand in the 
event of the retirement of Benjamin S. Katz as an executive of the company.

Note 5 It is estimated (based on present laws) that additional foreign taxes on 
transfers to the parent company of accumulated surplus of foreign subsidiaries w ill ap­
proximate $216,000 and that Federal excess profits taxes may be payable on such trans­
fers. The amounts, if any, of such United States taxes are not presently determinable.

Note 6—Contracts of the Company, subject to renegotiation, for the year ended 
March 31, 1943, have been reviewed by the Price Adjustment Section, Army Air Forces, 
and no refund was required.

The Company had contracts during the current year which may be subject to renego­
tiation, but on the basis of the settlement for the year ended March 31, 1943 it does 
not appear that a refund w ill be required.

N O T E S  T O  C O N S O L I D A T E D  S T A T E M E N T  O F  
I N C O M E  A N D  E A R N E D  S U R P L U S

Notes 1, 5 and 6 to Consolidated Balance Sheet, March 31, 1944, are incorporated 
herein by reference.

The provisions for depreciation included in the consolidated statement of income 
amount to $59,402.91.

Income accounts of foreign subsidiary companies have been converted substantially 
at the average monthly rates of exchange prevailing during the year ended March 31, 
1944. The unrealized loss of $2,086.15 arising from changes in conversion value of net 
current assets of foreign subsidiaries has been charged to consolidated earned surplus.

Intercompany sales and estimated intercompany profits have been eliminated in the 
preparation of the consolidated statement of income.

Consolidated net income includes net income of foreign subsidiaries aggregating 
$213,340.64. No dividends were received from foreign subsidiaries during the year.
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C O N S O L I D A T E D  S T A T E M E N T  O F  I N C O M E  
A N D  E A R N E D  S U R P L U S

f o r  t h e  y e a r  e n d e d  M a r c h  31 ,  1 9 1 4

Gross profit from sales................................................................................................$4,653,879.99
Selling, administrative and general expenses......................................................  2,005,156.94

Profit before other income and expenses and income taxes.........................  2,648,723.05
Other income.................................................................................................   124,869-70

2,773,592.75
Interest and other expenses......................................................................................  243,348.82

2,530,243.93
Provision for domestic and foreign income taxes (including Federal ex­

cess profits taxes $1,298,174.50 less post-war refund $129,817.45). . . . 1,589,538.00

Net income.......................................................    940,705-93
Surplus, April 1, 1943................................................................................................  3,222,924.87

4,163,630.80
Deduct, unrealized foreign exchange losses from conversion of foreign

net assets to dollars...........................................................................................  2,086.15

4,161,544.65

Dividends, cash:

Preferred stock, $1.25 per share........................................ $ 22,547.55
Common stock, 65c per share............................................  249,771.13

272,318.68

Surplus, March 31, 1944............................................................................................$3,889,225.97

The accompanying notes are an integral part of this statement.
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L Y B R A N D ,  R O S S  B R O S .  & M O N T G O M E R Y
C e r t i f i e d  P u b l i c  A c c o u n t a n t s

C I N C I N N A T I

To the Board o f Directors, 

The Gruen Watch Company, 

Cincinnati, Ohio.

We have examined the consolidated balance sheet of The Gruen Watch Com­
pany and its subsidiary companies as at March 31, 1944, and the consolidated 
statements of income and surplus for the year then ended. Except with respect to 
the Swiss subsidiary, we have reviewed the systems of internal control and the 
accounting procedures of the companies and, without making detailed audits of 
the transactions, have examined or tested accounting records of the companies 
and other supporting evidence, by methods and to the extent we deemed appro­
priate. Our examination was made in accordance with generally accepted audit- 
mg standards applicable in the circumstances and included all procedures con­
sidered necessary. We have received the report of other accountants who ex­
amined the financial statements of the Swiss subsidiary.

In our opinion, based upon such examination and upon such report of other 
accountants, the accompanying consolidated balance sheet and related consoli­
dated statements of income and surplus present fairly the consolidated position 
of Ihe Gruen Watch Company and its subsidiary companies at March 31 1944 
and the consolidated results of their operations for the year then ended, in con­
formity with generally accepted accounting principles applied on a basis con­
sistent with that of the preceding year. F

LYBRAND, ROSS BROS. & MONTGOMERY.

Cincinnati, Ohio, May 23, 1944.
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The Gruen W a r  Bond advertisement shown below  
was selected as one o f  the hundred best ads o f  
1 9 4 3  by the W art im e Advertising Council  and won  
the above award for the Company. It appeared in 
Time and Fortune which have a combined reader­
ship o f  three mil lion. Survey figures show  that, 
among w om en especially , an extremely high per­
centage o f  people actually read this advertisement  
in its entirety. In addition, a very large number  
o f  Gruen jew elers published this advertisement  
in their  local newspapers at their  o w n  expense.



Gruen Christmas advertisements  
a re  a l w a y s  o u t s t a n d i n g .  B ut  
th is  o n e ,  a p p e a r i n g  in Life, 
Collier s, Esquire, American Weekly, 
Christian Science Monitor, RN — A  
Journal  for  Nurses and The Amer­
ican Journal of Nursing, with a total 
readership exceeding thirty-six 
m il l io n ,  e n jo y e d  even  h ig h e r  
r e a d e r s h i p  t h a n  t h e  1 9 4 2  
Gruen Christmas advertisement.

A n o t h e r  G r u e n  f i r s t !  T h e  
Gruen Pan A m erican — a new  
watch with a 24  hour dial to 
give a ir -w or ld  time! This ad­
vertisement, w hich  appeared  
in Life Magazine, reaching  
m o r e  th a n  n i n e  m i l l i o n  
readers, announced Gruen as 
the official watch o f  Pan  
A m e r ic a n  W o r l d  A i rw a y s .
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P R E S I D E N T ' S  R E P O R T
TO THE SHAREHOLDERS OF THE GRUEN WATCH COMPANY:

On behalf of your Board of Directors, it is my pleasure to submit herewith the 
annual report of your Company and its subsidiaries for the fiscal year ended March 
31, 1945. Consolidated net profits for the year were $664,883.20 and after allow­
ing for dividends on preferred stock (retired January 1, 1945) amounted to $1.69 
a share on the 384,2561/* shares of common stock, exclusive of treasury shares. Before 
provision for domestic and foreign income taxes consolidated net profits amounted 
to $1,426,985.67. The earnings for the year compare with consolidated net profits 
of $2,530,243.93, before taxes, and $940,705.93 after taxes, for the preceding fiscal 
year ended March 31, 1944.

These lower earnings were due almost entirely to the situation which developed 
in connection with the invasion of Europe. During almost all of a period of about 
seven months, extending from early in June 1944—the time of the invasion—to 
January 1945, the Swiss border was closed, and our wholly owned subsidiary, the 
Gruen Watch Manufacturing Company, S.A., of Bienne, Switzerland, was unable to 
ship us movements. Moreover, throughout the entire year, transportation from 
Switzerland to the seaboard, when it was not impossible, was extremely difficult. 
Consequently the acute shortage of merchandise which resulted was reflected in a 
sharp reduction in the volume of sales. The demand for Gruen watches, however, 
was larger than ever before in the history of the Company, and if this crisis had 
not arisen, sales and profits would probably have been greater than in any previous 
year. Although serious transportation difficulties still exist the situation has improved 
and movements are now being shipped to us in encouraging quantities.

It is my sincere belief that as a result of V-E Day, transportation conditions will 
further improve, and as the year progresses we will continue to receive increased 
quantities of movements. Thus for the year as a whole we should be able to reach, 
and perhaps even exceed, the largest sales volume in our history.

Because of the closing of the Swiss border your Board of Directors decided last 
fall to postpone the issuance and sale of 25,000 shares of preferred stock as author­
ized at a meeting of shareholders November 20, 1944.

Recently the Company has been offered and has now consummated a new long 
term bank loan of $2,000,000 at reduced interest rates. Your Board does not believe 
that it would be advantageous to the Company or shareholders at this time at least, 
to substitute preferred stock for such loan. If conditions should change so as to 
make the issuance of preferred shares advisable, your Board of Directors will be 
prepared to act promptly.

In accordance with our usual practice, the report here submitted includes a con­
solidated balance sheet as of March 31, 1945 and a consolidated statement of income 
and earned surplus for the fiscal year ended March 31, 1945 as certified to by our 
auditors, Messrs. Lybrand, Ross Bros. & Montgomery.

In many ways, the year just ended has been a memorable one for the Company. 
Despite lessened sales, I feel that the accomplishments of the Company, under exceed­
ingly difficult conditions, were significant and such as will materially add to the 
growth and prosperity of the Company in the post-war period, which we all hope
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is not now too far distant. I should like to review our work of the past year and to 
comment on a few of the Company’s problems and accomplishments.

AIDING THE NATIONAL WAR EFFORT

Since Pearl Harbor our primary aim, both as a Company and as individuals, has 
been to do everything possible to aid the national war effort. For our efforts in this 
direction we received high praise from a wide range of governmental and private 
agencies, from the press and from a large number of individuals.

Precision Instruments for Armed Forces

As the major part of our direct effort, we continued the manufacture of electrical 
precision measuring instruments which are used by all branches of the Armed Forces. 
During the fiscal year of 1945, shipments of electrical precision measuring instruments 
for a wide variety of war uses were slightly higher than in the preceding fiscal year.

In recognition of the high achievement of Gruen in producing materials needed 
for war, the Army and Navy on October 19, 1944, in a colorful and dramatic cere­
mony conferred on our War Instrument Division the Army-Navy E Production Award. 
In making the presentation Major Philip F. Murray, representing the War Depart­
ment, paid glowing tribute to the workers and the Company, and in summation said, 
Your courage in undertaking the impossible, your successful achievements in the 

past months, is a most inspiring example of patriotism.”
Because of the fine job done by the instrument manufacturers of the country, 

it is understood that the need for these vital instruments has been met and a consid­
erable reserve supply built up. Consequently, requirements for these instruments 
have tapered off in the past few months. Our Company went into the instrument 
business solely out of a desire to aid in the war effort without any thought of profit 
and we expect to discontinue this division as soon as it is certain that our services 
are no longer needed. Until then, we shall, of course, continue making precision 
instruments of war as we have for over seventy years made precision watches.

Although a large number of our Time Hill employees participated in the manu­
facture of these precision instruments of war, the operation represented only about 
one per cent of our net profit. This activity, however, has helped us to develop certain 
production methods which will be valuable to us in the post-war period.

Advertising Assistance to Governmental War Drives

As in the past three years, your Company continued to assist the government by 
devoting an important proportion of its advertising to war activities. A definite 
percentage of our radio advertising was contributed each week throughout the year 
to the Office of War Information for use in various drives which the OWI conducted. 
In addition, the majority of our radio messages throughout the year were signed off 
with our well-known slogan, "Buy a Gruen Watch—But Buy a War Bond First.” 
This same slogan was featured in every advertisement which we ran in national con­
sumer magazines throughout the past year. In the trade publications, we used the 
slogan, "Sell a Gruen Watch—But Sell a War Bond First.”

Special full-page magazine advertisements were used by your Company to support 
the various War Bond Drives. A large number of Gruen jewelers used our War 
Bond radio commercials and reprinted at their own expense in local papers the Gruen 
War Bond Advertisements which appeared in the national publications. More than
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400,000 lines of copy supplied by our Advertising Department have been used by 
jewelers in their local newspapers in an effort to make these bond drives successful.

In line with the Government’s request to help maintain the morale of our men 
and women overseas in the Armed Forces, Gruen has continued its practice of sending 
seasonal greetings. Gruen advertisements containing these greetings were inserted at 
Christmas and Easter time in newspapers in most parts of the world where American 
troops were stationed. Many Gruen jewelers thought so well of these advertisements 
that they reproduced them under their own signatures in their local newspapers.

Other Contributions to the War Effort

In addition to the large number of watches going to servicemen through our 
regular Gruen jeweler outlets, your Company continued to furnish large quantities 
of watches direct to the military agencies.

During the year we continued our program inaugurated some time ago for the 
training of handicapped war veterans in the art of watchmaking. This program is 
being expanded through the establishment of The Gruen Watchmaking Institute.

A considerable number of additional employees left the Company during the 
course of the year for service with various branches of the Armed Forces. Those who 
remained at home to fight the battles of the home front not only met every challenge 
of the production lines, but those of the War Bond Drives, the Community Chest, 
the American Red Cross and the Blood Donor Service as well. Gatherings of service­
men were entertained on several occasions during the course of the year by the Gruen 
Glee Club. Through the Gruen Canteen Fund Committee employees gave generously 
of their time and money toward raising funds and supplying gifts to their fellow 
employees in Service.

PROBLEMS IN WARTIME PRODUCTION, IMPORTATION AND OPERATION
One of the most important and difficult problems your Company has had to face 

during the war has been the coordination of work between our wholly owned Swiss 
subsidiary and our plant at Time Hill. Throughout the war personal visits and tele­
phone communications were impossible, the exchange of letters required months of 
time, and the exchange of cables was generally unsatisfactory. A great amount of 
ingenuity therefore had to be exercised by our executives, both here and abroad, in 
order to meet the variety of important and unusual situations which arose. Despite 
the remarkable job which was done a number of problems accumulated which could 
be solved only through personal contact between executives of the two companies.

I am delighted to advise you that we were able to make arrangements for Mr. 
Henri Thiebaud, Director General of the Gruen Watch Manufacturing Company, 
S. A. of Bienne, Switzerland, to come here via Clipper, for a full discussion of all 
these problems. After spending about six weeks at our Time Hill, Cincinnati plant, 
he returned to Switzerland about a month ago. Mr. Thiebaud and his executives have 
done a magnificent job under extraordinary handicaps during the three and one-half 
years since Pearl Harbor and are to be warmly congratulated on their accomplishments.

While Switzerland has remained at peace, mobilization of its manpower into 
the Armed Forces was on an extremely wide basis. Labor was therefore exceedingly 
scarce and the shortage of materials was even more acute. Nevertheless, our Swiss 
subsidiary, through excellent management, was able to manufacture Gruen watches 
without any sacrifice of the quality that has made Gruen the watch of discriminating 
Americans for more than seventy years.

With all their other problems Mr. Thiebaud and his technicians still were able 
to develop two entirely new movements which can now be put in production and



which I am hopeful will prove to be fitting supplements to the eight fine movements, 
including the Curvex and Veri-Thin models, which they developed in the five years 
preceding the war. Since 1940 it has, of course, been impossible to produce new 
movements owing to war-time conditions.

We, of course, along with other manufacturers have also suffered acutely from 
shortages of manpower and materials. Similarly, substantially increased costs of 
practically all factors of production—increases which could not be recovered owing 
to the price stabilization program—likewise affected our operating results.

ADVERTISING CONTINUITY

To insure the continued consumer acceptance of Gruen watches and to protect 
your investment as a shareholder, your Company has continued its large scale adver­
tising and merchandising program. Regular year-round radio time signal programs 
have been maintained in the major markets of the nation. Consistent magazine adver­
tising schedules have been maintained in Life, The Saturday Evening Post, The New 
Yorker, Vogue, Colliers, Liberty, Fortune, Time, Esquire, The American’Magazine, 
Newsweek and other leading publications.

Gruen radio advertising and publicity have been highly effective. Millions of 
radio listeners from coast to coast are hearing the famous Gruen time jingle which 
announces the correct time on the hour and half-hour. With its melodious chorus 
of voices the Gruen jingle has become so popular that sponsors of the outstanding 
radio shows and top-notch radio personalities such as Bob Hope, Jack Benny, Rudy 
Vallee, Jimmy Durante, Ken Murray, Fannie Brice, Kay Kyser and others have written 
the jingle into their script as a highlight of their shows. In addition, several hundred 
Gruen jewelers are using the jingle in their local radio advertising. It is estimated 
that an average of 30,000,000 listeners daily hear the Gruen time jingle, making it 
one of the most effective trade marks on the air today.

As post-war protection for our trade names of the individual Gruen lines of 
Curvex, Veri-Thin and Pan American watches, special attention was given to these 
lines in our general advertising and merchandising during the past fiscal year. 
Particular emphasis was placed upon the new Gruen Pan American Watch, which is 
the official timepiece of the Pan American Airways—the world’s largest airline. It 
is our plan to release this watch for civilian use this coming fall.

PROFIT SHARING TRUST FOR EMPLOYEES

Your Board of Directors has long desired to provide additional incentive and 
reward for the efficient work and loyal service of all employees of the parent company 
and its wholly owned subsidiaries. I am happy to advise you that during the past 
fiscal year your Board approved, and there has now been created, The Gruen Employ­
ees’ Profit Sharing Trust under which employees of the Watch Company and of the 
Case Company, participate in the profits of the Company after one year’s service. 
Active consideration is being given to the establishment, as soon as possible, of a 
similar profit sharing plan for the employees of the Gruen Watch Manufacturing 
Company, S. A. of Bienne, Switzerland and the Gruen Watch Company of Canada, 
Limited, Toronto, Ontario, Canada.

Under the provisions of the plan established, the Company contributes annually 
5 per cent of its consolidated earnings, before taxes, into the fund and employees 
are credited with their proportionate share as determined by their individual earnings 
and length of service. Employees with less than 5 years of service have their partici­
pation calculated on the basis of actual earnings, and employees with 5 years or more 
of service at iy 2 times actual earnings. The Fifth Third Union Trust Company of
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Cincinnati, as Trustee, invests the funds deposited with it by the Company, exclusively 
in government bonds, the proceeds of which are distributed to participants after ten 
years at the rate of one-tenth per year. The Plan has been approved by all interested 
government agencies.

AFTER THE WAR
Last year, in my annual report, I stated that I had never been more hopeful as 

to the future of the Company. I stated that in the interim before world peace was 
restored net earnings might be curtailed and there might be temporary periods of 
discouragement from the point of view of operations, importation, manufacturing 
and sales. As earlier set forth in this letter, we did have such periods of discourage­
ment during the past year when the Swiss border was closed for about seven months 
and importation of movements was temporarily stopped. However, with the collapse 
of Germany, the whole outlook is greatly changed and from now on conditions should 
continue to improve.

I am convinced that Gruen’s position during the past year has been materially 
strengthened in the technological field, in design, in customer appeal and in every 
way that adds to the prestige of the Company and its prospects for the future. 
Important in this connection have been the strong and successful efforts we have 
made to maintain and even improve the quality of our product. Likewise, important 
has been the steadfast way in which we maintained throughout the European war, 
our policy of fair and equal distribution of our supply of watches, far below the 
demand, to our more than 5,000 loyal Gruen jewelers. Further we have given our 
jewelers every possible assistance in the way of powerful national advertising pro­
grams, and extensive and valuable dealer helps and services. I am confident that as 
a result of all this we have strengthened the friendship which has existed between 
them and ourselves over a period of many, many years. I therefore feel justified in 
repeating my statement of last year, that there has never been a time when I have 
been more hopeful regarding the Company’s future, particularly now that the terrible 
war in Europe has ended.

APPRECIATION
I once more consider it a real privilege to express my sincere thanks to all these 

loyal Gruen jewelers who in these trying war years have continued to give us their 
wholehearted cooperation and understanding and I wish again to assure these loyal 
jewelers, whose good will we consider our greatest asset, that we will continue to do 
everything in our power to justify their confidence in us.

I also want to take this opportunity to express my heartfelt thanks to all the 
directors, officers and employees of both the parent Company and all its subsidiaries 
for their fine efforts in behalf of your Company.

In concluding this report I want to pay tribute to the men and women of your 
Company who have been serving in the Armed Forces to whom we owe an eternal 
debt of gratitude for the sacrifices which they have made and are still making.

It is my sincere hope that before long they will have achieved complete victory 
and that we and their families soon will be welcoming them back home and to 
Time Hill.

Time Hill, Cincinnati, Ohio 
May 29, 1945
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T H E  G R U E N  W A T C H  C O M P A Q
CIISIIIIITEI I1UICI

A S S E T S :

Cash on hand and demand deposits..........................................................................  $3,435,695.35

$250,000 United States Savings Bonds, Series G, at cost....................................  230,000.00

Notes and accounts receivable, trade, less allowance for doubtful notes and
accounts ................................................................................................................ 646,899.26

Inventories, at the lower of cost or market (Note 2 ) ...........................................  2,785,900.45

Total current assets............................................................................  7,118,495.06

Cash surrender value of insurance aggregating $876,700 on lives of officers 
and directors (Note 3 ) .....................................................................................

Cash deposits restricted, net (Note 4 ) ...................................................................

Other accounts receivable..........................................................................................

Sundry investments, at cost or nominal values......................................................

Post-war refunds of Federal excess profits taxes (including bonds of
$4,586.90) .....................................................................................................

Land, buildings, and equipment, at cost....................................  $981,704.91

Less, allowance for depreciation................................  550,705.36

112,783.87

91,235.35

12,605.50

26,277.68

169,739.16

430,999.55

Prepaid expenses and deferred charges...................................................................  91,461.53

Patents, trade-marks, copyrights, and goodwill......................................................  1.00

$8,053,598.70

The accompanying notes Nos. 1 to 6 are
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and S U B S I D I A R Y  C O MP A N I E S
SHEET, MARCH 31, 1915

L I AB I L I T I E S  :

Accounts payable......................................................................................................... $
Accrued expenses..................................................................................................  489 825 12
Dividends payable ............................................................................................ 76 7^6 20

Provision for domestic and foreign taxes on income, less U. S. Treasury Tax
Savings Notes (at cost and accrued interest) $249,940 (Note 5 )..........  623,353.06

Total current liabilities...................................................................... 1,706 791 7?

Notes payable, bank, due annually in varying amounts from April 30, 1946
through April 30, 1950 (Note 3 ) ...................................................................  1,750,000.00

C A P I T A L  :
Capital stock:

Preferred stock, 4l/2 per cent cumulative; $100.00 par 
value; authorized 25,000 shares, issued and out­
standing, none ............................................................... ....

Common stock, $1.00 par value; 650,000 shares author­
ized, 505,337% shares issued, less 121,081% shares 
in treasury, outstanding 384,256% shares (Note 3) $ 384,256.25

Earned surplus, as annexed (Notes 1, 3, 5 and 6 ) ................... 4,212,550.73

4,596,806.98

$8,053,598.70

an integral part of this balance sheet.
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V O T E S  T O C O N S O L I D A T E D  D A E A N C E  S H E E T
N°te 1. The consolidated balance sheet includes assets of Gruen Watch Mfg. Co., S. A. 

aggregating $431,462.06 (exclusive of intercompany receivables aggregating $1 167 777 043 
of which current assets are $190,676.86, and liabilities of $373,635.95. ' ’

^ThTeJ ° nSOlldated baIanCe sheet als0 incIudes net assets of Gruen Watch Company of Can­
ada, Ltd. aggregating $251,321.37 of which net current assets are $221,056.44.
., C“" ent assets and liabilities of the Canadian Company have been converted into dollars at 
he Federal Reserve rates prevailing at March 31, 1945. In the absence of such rates, current

rates ataM a!ch3l'T945.the “  company have been converted at currently quoted buying 

acq^hei frent aSSCtS be£n converted’ substantially at rates of exchange prevailing when

Note 2. The estimated amounts of intercompany profits in inventory items purchased 
rom companies whose accounts are consolidated have been eliminated in the preparation of 

the consolidated balance sheet. r  r

X i n ^ n L  bisurance policies on the life of Benjamin S. Katz, President, aggregating 
'  ’ 00 have been assigned as collateral to notes payable, bank, aggregating $1,750,000.

At the option of the bank the notes may become due and payable on demand in the event 
of the retirement of Benjamin S. Katz as an executive of the company.

In accordance with an employment agreement between the company and Beniamin S Katz 
the company is obligated to purchase, if requested within 120 days from the date of his 
death, common stock of the company held by his personal representatives, widow, children 
or trustee for an amount not in excess of $500,000. The price per share to be paid shall be 
the consolidated book value per share as of the day following his death.

The company has agreed to continue the $750,000 insurance in force during the period 
that the employment agreement is in effect and it is expected that, subject to the pledging of 
the policies as collateral to the bank loan, the proceeds of such policies will be held bv t̂he 
company to the extent of $500,000 to be used in the purchase of said stock, if offered. '

Note 4 Cash deposits restricted, represent balances of remittances by the parent com­
pany to the Swiss subsidiary in the regular course of business, which have been subjected to 
exchange regulations, less advances by a Swiss bank of $1,051,190.88. The company is 
informed that at the time of the release of such restricted deposits any expenses, taxes and 
other losses that may have been incurred by the Swiss Government and the Swiss National 
Bank in connection with remittances which have been subjected to exchange regulations will 
be deducted from restricted deposits aggregating $191,814.31. An allowance of $100,578.96 
or such expenses, taxes and other losses is included in the accompanying financial statements.

f Note 5. It is estimated (based on present laws) that additional foreign taxes on trans- 
P3™ 1 company of accumulated surplus of foreign subsidiaries will approximate 

$315,000 and that Federal excess profits taxes may be payable on such transfers. The 
amounts, if any, of such United States taxes are not presently determinable.

Note 6. Contracts of the company, subject to renegotiation, for the year ended March 
31, 1944, have been reviewed by the Price Adjustment Section, Army Air Forces and no 
refund was required.

The company had contracts during the current year which may be subject to renegotiation, 
but on the basis of the settlement for the year ended March 31, 1944 it does not appear that 
a refund will be required. r
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C O N S O L I D A T E D  S T A T E M E N T  OF I N C O ME  
AND E A RNE D  S D R P L D S

f o r  t he  year  en d e d  Ma r c h  31,  1 9 4 5

Gross profit from sales......................................................................................  $3,826,871.12
Selling, administrative, and general expenses.................................................... 2,135,956.78

Profit before other income and expenses and income taxes...............  1,690,914.34
Other income....................................................................................................... 111,150.46

1,802,064.80
Interest, provision for losses, etc., on restricted deposits and other expenses.... 375,079.13

1.426.985.67
Provision for domestic and foreign income taxes (including Federal excess

profits taxes $353,348.10, less post-war refund $35,334.81)...................  762,102.47

Net income ........................................................................................  664,883.20
Surplus, April 1, 1944........................................................................................  3,889,225.97

4,554,109.17
Add, partial recovery of unrealized losses on foreign exchange charged to

earned surplus in a prior year....................................................................  787.51

4.554.896.68
Deduct, premium on 18,034 shares 5 per cent cumulative preferred stock,

redeemed and cancelled..............................................................................  18,034.00

4.536.862.68
Dividends, cash:

Preferred stock, 93%^ per share....................................... $ 16,910.50
Common stock, 80^ per share............................................ 307,401.45

324,311.95

Surplus, March 31, 1945....................................................................................  $4,212,550.73

The accompanying notes are an integral part of this statement.
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N O T E S  T O  C O N S O L I D A T E D  S T A T E M E N T  OF 
I N C O ME  AND E A RNE D  S O D P L D S

Notes 1, 5 and 6 to Consolidated Balance Sheet, March 31, 1945 are incorporated herein 
by reference.

The provisions for depreciation included in the consolidated statement of income amount
to $66,082.46.

During the year a Profit Sharing Plan was adopted for the benefit of employees of The 
Gruen Watch Company and The Gruen National Watch Case Company. The provisions for 
contributions to the profit sharing fund included in the consolidated statement of income 
amount to $77,262.40.

Income accounts of foreign subsidiary companies have been converted substantially at the 
average monthly rates of exchange prevailing during the year ended March 31, 1945. The 
unrealized profit of $787.51 arising from changes in conversion value of net current assets 
of foreign subsidiaries is included in consolidated earned surplus.

Intercompany sales and estimated intercompany profits have been eliminated in the prep­
aration of the consolidated statement of income.

Consolidated net income includes net income of foreign subsidiaries aggregating 
$220,550.56. No dividends were received from foreign subsidiaries during the year.

L E B R A N D ,  R O S S  B R O S .  & M O N T G O M E R Y
C e r t i f i e d  P u b l i c  A c c o u n t a n t s  

C I N C I N N A T I
To the Board of Directors,
The Gruen Watch Company,
Cincinnati, Ohio.

We have examined the consolidated balance sheet of The Gruen Watch Com­
pany and its subsidiary companies as at March 31, 1945, and the consolidated 
statements of income and surplus for the year then ended. Except with respect to 
the Swiss subsidiary, we have reviewed the systems of internal control and the account­
ing procedures of the companies and, without making detailed audits of the trans­
actions, have examined or tested accounting records of the companies 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 considered necessary. 
We have received the report of other accountants who examined the financial state­
ments of the Swiss subsidiary.

In our opinion, based upon such examination and upon such report of other 
accountants, the accompanying consolidated balance sheet and related consolidated 
statements of income and surplus present fairly the consolidated position of The 
Gruen Watch Company and its subsidiary companies at March 31, 1945, and the 
consolidated results of their operations for the year then ended, in conformity with 
generally accepted accounting principles applied on a basis consistent with that of 
the preceding year.

LYBRAND, ROSS BROS. & MONTGOMERY.
Cincinnati, Ohio, May 28, 1945.
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Let’s go back to October 1st, 1874, a t 7  A. M  !
A Jew weeks ago, someone mentioned we'd soon be celebrating our 70th Anniversary 
Now, 70 years is a long time . . . and it got us to thinking
It's been a remarkable 70 years . . and it's been a wonderful country ro work and grow in 
And we still get a glow of pride when we think about some things we’ve done . . .
Like pioneering with rhe first stem-winding watch . . .  the first 16 size railroad watch . . 
Like inventing the revolutionary patented Gruen Curvent, the first and the only watch 
in which the movement actually curves to fit the wristform case!
Like inventing the amazing patenred Gruen Veri-Thin^ . . .  which combines 
"big-watch precision" with wafer-thin style and beaucy1

tUn m
n mu/ pnw.

Reproduced from the Saturday Evening Post

70 Y e a r s  o f  P r o g r e s s . . .
No industry is so rich in tradition as the watchmaking industry. And, we 
sincerely believe, no watch company has done more for the fine tradition of 
the watchmaking art than Gruen. Despite many world upheavals during the 
past 70 years, Gruen has not only preserved its tradition for precision 
watches but has paced the industry with outstanding achievements . . . headed 
by two "miracles” of fine watchmaking . . . the patented Gruen Curvex and 
patented Veri-Thin. It is this pioneering spirit, this constant search for 
improvement, that has earned for Gruen its enviable reputation as a leader 
in the world of fine watchmaking.
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T o  th e  S h a re h o ld e rs  o f  T h e  O m e n  W a tc h  C o m p a n y :
On b e h a lf  o f y o u r  Board o f D irec to rs , I am  v e ry  h ap p y  to  a d v ise  yo u  th a t th e  fiscal y e a r  en d ed  M a rc h  31 , 
1946  w h ich  co n c lu d e s  th e  ten th  co m p le te  y e a r  u n d e r th e  p re sen t m an agem en t and  sev en ty -tw o  y e a r s  o f 
y o u r  C o m p an y ’s  c o n tin u o u s  o p era tio n , w as th e  m ost su c c e s s fu l in  th e  C o m p an y ’s e n t ire  h is to ry .

O p e ra t in g  R e s u lts
C o n so lid a ted  n e t p ro fits fo r th e  y e a r  am o u n ted  to $ 2 ,5 3 1 ,5 5 2 .7 6  b efo re  taxes  and  $ 1 ,0 7 1 ,8 3 7 .3 8  a f te r  a ll 
ch a rg e s  an d  ta x e s , as co m p ared  w ith  co n so lid a ted  n e t p ro fits  o f $ 1 ,4 2 6 ,9 8 5 .6 7  befo re  tax es  and  $ 6 6 4 ,8 8 3 .2 0  
a f te r  ta x e s  fo r th e  p re c e d in g  f isca l y e a r . B ased on  th e  3 8 4 ,2 5 6 - l a  sh a re s  o f Com m on sto ck  o u ts tan d in g  a t M arch  
3 1 , 1946 , e x c lu s iv e  o f tr e a su r y  sh a re s , e a rn in g s  th is  y e a r  eq u a l $ 2 .7 9  p er sh a re , and  a f te r  a llo w in g  fo r P re ­
fe rred  d iv id en d s co m p are  w ith  ea rn in g s  o f $ 1 .6 9  p er sh a r e  fo r th e  p reced in g  y e a r , and  an  a v e rag e  p e r  sh a re  
o f $ 2 .0 5  fo r th e  ten  y e a rs  en d ed  M arch  3 1 , 1946 . an d  an  a v e ra g e  p e r  sh a re  o f $ 2 .2 9  fo r th e  five y e a r s  ended  
M arch  31 , 1946 . O f th e  $ 1 ,4 5 9 ,7 1 5 .3 8  p ro v is io n  for d o m e stic  an d  fo re ign  in co m e tax es  for th e  y e a r  ended  
M arch  3 1 , 1946 . a  to ta l o f $ 1 ,2 7 7 ,8 8 3 ,9 6  or 87.5491 w as fo r  d o m estic  taxes  and  o f th is  am o u n t th e  F ed e ra l 
E xcess P ro fits  ta x e s  w ere  $ 8 5 8 ,3 9 1 .0 6 .

E lsew h ere  in  th is  repo rt is  a  co n den sed  co m p ariso n  o f  th e  co n so lid a ted  f in an c ia l po sition  o f the C o m p an y  
an d  its  su b s id ia r ie s  as o f M arch  3 1 , 1 936 ; M arch  31 , 1 9 4 1 ; an d  M arch  3 1 , 1946 .

F in a n c ia l  A c h ie v e m e n ts
F rom  a h u m b le  b e g in n in g  a s  a  one-m an  e n te rp r is e , w ith  m o st lim ite d  c a p ita l, y o u r  C om pany h as g ro w n  to an  
e n te rp r is e  o f ap p ro x im a te ly  2 7 0 0  sh a re h o ld e rs , w ith  an  in v e s te d  c ap ita l re p re se n te d  by n e t w orth  o f m ore 
th a n  $ 5 ,3 0 0 ,0 0 0 . It m igh t be in te re s t in g  to  show  a few  c o m p ara t iv e  co n so lid a ted  figu res fo r th e  past te n  y e a r s .

Year Ended 
March 31st

Profit
Before Taxes

. Domestic and 
Foreign In­
come luxes

Net
Income

Dividends Paid 
on

Common Shares

1937 $  8 2 8 ,3 2 6 .6 3 $  1 4 3 ,929 .25 $ 6 8 4 ,3 9 7 .3 8

1938 8 7 2 ,7 5 5 .9 9 1 5 1 ,0 0 7 .3 9 7 2 1 ,7 4 8 .6 0

1939 6 6 2 ,6 2 4 .4 2 1 2 1 ,9 5 5 .1 9 5 4 0 ,6 6 9 .2 3

1940 1 ,0 3 3 ,0 7 2 .3 7 2 8 7 ,8 0 4 .5 0 7 4 5 ,2 6 7 .8 7

1941 1 ,3 5 2 ,7 2 5 .1 2 4 4 9 ,3 2 3 .3 9 9 0 3 ,4 0 1 .7 3 $ 1 0 5 ,9 6 5 ,6 4

1942 1 ,7 7 5 ,3 0 5 .2 7 8 7 5 ,8 9 0 .2 5 8 9 9 ,4 1 5 .0 2 2 7 0 ,6 5 6 .4 7

1943 2 ,0 7 6 ,3 6 6 ,8 6 1 ,1 6 8 .2 8 8 .0 7 9 0 8 ,0 7 8 .7 9 3 7 2 ,8 8 5 .6 9

1944 2 ,5 3 0 ,2 4 3 .9 3 1 ,5 8 9 ,5 3 8 .0 0 9 4 0 ,7 0 5 .9 3 2 4 9 ,7 7 1 .1 3

1945 1 ,4 2 6 ,9 8 5 .6 7 7 6 2 ,1 0 2 .4 7 6 6 4 ,8 8 3 .2 0 3 0 7 ,4 0 1 .4 5

1946 2 ,5 3 1 ,5 5 2 .7 6 1 ,4 5 9 ,7 1 5 .3 8 1 ,0 7 1 ,8 3 7 .3 8 3 4 5 ,8 3 1 .1 8



Y ou w ill n o te  th a t fo r th e  ten  y e a r  p erio d  en d ed  M arch  3 1 ,1 9 4 6  profits b efo re  ta x e s  am o u n ted  to $ 1 5 ,0 8 9 ,9 5 9 .0 2 ,
w h ich  w ere  u sed  in  p art a s  fo llo w s:

To p ay  d o m estic  and  fo re ign  in co m e ta x e s  ( in c lu d in g  F ed era l e x c e ss  profits t a x e s ) ..............$ 7 ,0 0 9 ,5 5 3 ,8 9

To p ay  d iv id e n d s ......................................................................... .................................................................................................. 1 ,8 5 8 ,3 1 1 .8 1

To p ay  off R eg is te red  D e b e n tu re s ....................................................................... .. ..........................................................  7 2 7 ,5 0 0 .0 0

To redeem  C lass  A P re fe rre d  S to c k ................................................................................................................................ 7 2 7 ,5 0 0 .0 0

T o p u rc h a se  o r redeem  C lass B S to ck  6 7 ,1 4 6  % s h a r e s ............................................. $ 2 0 1 ,3 8 3 .7 5

C h arged  P a id -in  S u r p lu s ...................................................... ..........................................................  4 3 ,0 0 0 .0 0

1 5 8 ,3 8 3 .7 5

To p u rc h a se  th e  in te re s t  o f m in o rity  s to ck h o ld e rs  in  su b s id ia ry  c o m p a n ie s ................................... 1 2 8 .0 3 9 .4 4

To p u rc h a se  5 1 ,0 5 9  sh a re s  Com m on S to ck  to be he ld  in T r e a s u r y ............... .. ....................................  2 7 8 ,5 5 0 .5 0

To p u rc h a se  an d  re t ir e  1,541 sh a re s  C lass  C P re fe rred  S to c k .................................................................... 5 1 ,0 3 2 .0 0

T o redeem  18 ,034  sh a re s  5  per cen t P re fe rre d  S to c k .......................................................................................  4 6 8 ,8 8 4 .0 0

$ 1 1 ,4 0 7 ,7 5 5 .3 9

T he b a lan ce  o f th e  a c c u m m u la te d  profits o f  th e  past ten y e a rs  has been  re ta in e d  in th e  b u s in e ss , th u s  in c re a s ­
in g  th e  w o rk in g  c a p ita l so e s s e n t ia l fo r e ff ic ien t o p e ra t io n , e sp e c ia lly  in  v iew  o f th e  p re sen t sa le s  vo lu m e .

To ob ta in  th e  ab o ve re su lts  e sp e c ia lly  d u r in g  th e  w ar y e a r s , th e re  had  to  be o verco m e a n u m b er o f s e r io u s  
o b stac le s  and  d iff icu lt ie s , in c lu d in g  sh o rtag e  o f m a te r ia ls  and  m an p o w er, bo th  h e re  an d  in S w itz e r lan d , diffi­
c u lty  in  im p o rtin g  m o v em en ts  from  o u r fa c to ry  in  B ien n e , S w itz e r lan d , an d  in c re a s in g  co sts  o f m a te r ia l and 
lab o r. In a c h ie v in g  th e se  re su lts  and  the o v e rco m in g  o f th ese  d iff icu lt ie s , e v e ry  e x e c u t iv e  an d  em p lo yee  d ese rv es  
th e  h ig h e st p ra is e  fo r th e  h ard  w ork , in d iv id u a l effo rt and  team  w ork d isp la y ed .

T h e g re a te s t e v e n ts  o f th e  past y e a r  w ere , o f c o u rse , V-E D ay and  V-J D ay. T h e  en d in g  o f th e  w a r  p e rm itted  
us to  c lo se , w ith  h o n o r, o u r  W a r  In s tru m en t D iv is io n . L ik e w ise , it  opened  th e  w ay  fo r re su m p tio n  o f n o rm a l 
b u s in e ss  by o u rse lv e s  as w e ll a s  by o th er w atch  co m p an ie s  w h ich , in  v a r y in g  d eg rees , had d evo ted  th e ir  f a c i l i ­
t ie s  p a r t ly  or e x c lu s iv e ly  to w ar p ro d u c tio n . Y o u r C o m p an y  h as a lr e a d y  b egun  to put in to  effect its p o stw ar 
p lan s  an d  we face  th e  p resen t an d  th e fu tu re  co m p etit iv e  s itu a t io n  w ith  con fidence .

As o ccu rred  a f te r  th e  F irst W o rld  W a r , w e a r e  to d ay  fa c ed  w ith  a  p rob lem  o f som e se r io u sn e s s— a n  a ttem p t 
on th e  p art o f a few  in d iv id u a ls  and  co m p an ies  to d isc re d it , as u n -A m eric an , w atch es c o n ta in in g  S w iss  m o v e­
m en ts . I w ant to ta lk  ab o u t th is  in  m ore d e ta il la te r  bu t at th e  m om ent I w ant to re -em p h asize  w hat I am  su re  
yo u  re a liz e , n a m e ly , th a t y o u r  C om pany is  an  A m er ican  C o m p an y in e v e r y  w a y ; its s to ck  is ow ned b y  A m e r ic a n s ; 
its  s u b s id ia ry , th e  G ruen  W atch  M a n u fa c tu r in g  C o m p an y , S . A . a t B ien n e , S w itz e r lan d , w h ich  m a n u fac tu re s  
the p rec is io n  G ruen  m o v em en ts , is e n t ir e ly  ow ned  b y  th e  A m erican  C o m p an y  an d  its  c ases  a re  m ade la rg e ly  b y  
o u r w h o lly -o w n ed  su b s id ia ry , T h e  G ruen  N atio na l W a tc h  C ase  C om pany a t T im e H ill, C in c in n a t i.

D u rin g  th e  p ast ten  y e a r s , y o u r  C o m p an y has p a id  taxes  an d  cu sto m s d u tie s  in  th e  U n ited  S ta te s  in  th e  
sum  oi $ 1 4 ,8 6 6 ,2 7 2 .4 6  and  lo r  th e  past y e a r  paid  th e  sum  of $ 2 ,5 2 5 ,0 5 4 .8 4  w h ich , on th e  b asis  o f p resen t o u t­
s ta n d in g  sh a re s , am o u n ted  to an  av e rage  o f $ 3 .8 7  p er sh a re  per y e a r  fo r the ten  y e a rs  en d ed  M arch  31 , 1946 .

1 w ou ld  lik e  to p o in t o u t th a t ap p ro x im a te ly  90%  o f  th e  av e rag e  r e ta i l  s e l l in g  p r ic e  o f o u r w atch es  re m a in s  
in  th is  c o u n try . The b a lan ce  ol ap p ro x im a te ly  10% w h ich  is  paid  to y o u r  S w is s  su b s id ia ry , goes la rg e ly  to p ay  
th e  w ages o f th e  sk ille d , lo y a l S w iss  w o rkm en  em p lo yed  by y o u r  p lan t at B ien n e , S w itz e r lan d .



W e  feel ju s t ly  p roud  o f th e  p ro g ress  th a t h as  been  m ad e by y o u r  C om pany in th e  sev en ty -tw o  y e a r s  o f its  
h is to ry  and  e sp e c ia l ly  in  th e  past d ecad e . B efo re  te ll in g  y o u  in  m o re  d e ta il o f th e  p re sen t s itu a t io n  an d  th e  o u t­
look fo r th is  y e a r ,  1 sh o u ld  l ik e  to re v ie w  b riefly  th e  h is to ry  an d  acco m p lish m en ts  o f th e  C o m p an y .

I n d u s t r y  L e a d e rs h ip
Y o u r C o m p an y w as in co rp o ra ted  on J a n u a ry  3 , 1908, a s  th e  su cc e sso r  to a b u s in e ss  o r ig in a lly  e s tab lish ed Jb v  
D ie tr ich  G ruen  in 1874. M r. G ruen  had h is  o r ig in a l p lan t at C o lu m b u s, O hio , an d  for a  p e rio d  m a n u fac tu red  
m o v em en ts  th e re , u sed  in  G ruen  w atch es . L a te r , h e w as jo in e d  in  b u s in e ss  b y  h is  two so n s , M r. G eorge J .  G ruen , 
C h a irm an  of o u r  B oard  o f D ire c to rs , an d  th e  la te  M r. F red  G. G ruen . T h e  C o m p an y  e a r ly  e s ta b lish e d  i t s e lf  as 
a  le a d e r  in  th e  w atch  in d u s try .

Q u a lity  an d  s ty le  le ad e rsh ip  in  th e  w atch  in d u s tr y  w as co n tin u ed  w ith  th e  in tro d u c t io n  in  1935  of th e  
C u rv ex  th e  w orld  s first tru e  w T istw atch , a  fu ll-s iz e  p a ten ted  m o vem en t th a t is  a c tu a lly  c u rv e d  to  fit th e  
w ris tfo rm  ca se . A y e a r  la te r  fo llow ed  th e C u rv ex  w r is tw a tc h  fo r lad ie s . H ere a g a in , G ruen  in g e n u ity  had 
fa sh io n ed  a  fu ll-s iz e , p a ten ted  m ovem en t to  fit w ith in  a  d a in ty  cu rved  c a se  e x q u is i te ly  d es ign ed  for fem in in e  
ta s te s . In 1939  cam e the V eri-T h in  w ris tw a tc h  fo r m en  w ith  its  r e v o lu t io n a ry  new , fu ll- s iz e , p a ten ted  m o vem en t 
th a t p e rm itted  th e  case  to  be m ade n e a r ly  5 0 %  th in n e r  a t s id es  an d  en d s th an  an y  o th e r  p o p u la r ly  p riced  
w ris tw a tc h . S h o r t ly  th e re a f te r , y o u r  m an agem en t in tro d u c e d  th e  V eri-T h in  w ris tw a tc h  fo r lad ie s .

O th er re c e n t o u ts tan d in g  G ruen  firs ts  h av e  been  th e  2 4 -h o u r d ia l G ruen  P an  A m erican  w h ich  is the 
offic ia l w atch  o f  th e  m ig h ty  P an  A m erican  W o rld  A irw a y s , and  th e  d iam ond  d ia l G ruen  C u rv ex  E x ecu t iv e .

A g g re s s iv e  a n d  C o n t in u o u s  A d v e r t is in g
In  th e  past d ecad e  y o u r  C o m p an y h as c o n tin u e d  its  v ig o ro u s  an d  co n s is ten t n a t io n a l a d v e r t is in g  cam p aign . 
It h as m a in ta in e d  r e g u la r  a d v e r t is in g  s c h e d u le s  in Life, Saturday Evening Post. Collier's, Fortune, Time, 
Ae us week. Esquire, and  o th e r  le a d in g  p u b lic a t io n s . In a d d it io n , we h ave  in a u g u ra te d  th e  p o p u la r  G ruen  tim e 
j in g le  and  y e a r -ro u n d  rad io  tim e s ig n a l p rom otion  p ro g ram s in  th e  m a jo r m a rk e ts  o f  A m erica . W e  a lso  h ave  
begun  to e s ta b lish  G ruen  a d v e r t is in g  in  te le v is io n . It is o u r  s in c e re  b e lie f  th a t th is  in v estm en t in  a d v e r t is in g  
c o n t in u ity  h as paid  re a l d iv id en d s  in  b u ild in g  a  v e ry  d e f in ite  co n su m er a c ce p tan ce  for G ruen  w a tch e s .

T ra d e  R e c o g n it io n
T h e  p o lic y  o f se le c t iv e , co n tro lled  d is tr ib u t io n  in a u g u ra te d  in 1935 has been  c o n s is te n t ly  ad h e red  to d esp ite  
m u lt ip le  sa le s  o p p o rtu n it ie s , p a r t ic u la r ly  d u r in g  the p as t five y e a r s  w hen  we d is tr ib u te d  to o u r m o re  th an  
6 ,5 0 0  lo y a l G ru en  je w e le rs  su ch  w atch es  as we w ere  ab le  to  m a n u fa c tu re  u n d e r th e  m ost c r it ic a l  co n d it io n s , on a  
fa ir  an d  eq u a l a llo tm en t b as is  ap p o rtio n ed  a cco rd in g  to th e ir  p rev io u s p u rc h a se s . B ecau se  o f th is  fa ir -d e a lin g  
p o lic y  w ith  o u r  lo y a l G ruen  je w e le rs  th ro u g h o u t th e  te n s e  w ar y e a r s . I am  ce r ta in  th a t in  th e  p o stw ar y e a r s  to 
com e, G ruen  trad e  a c ce p tan ce  w ill be g re a te r  th a n  e v e r  b e fo re  in th e  C o m p an y ’s lo n g  h is to ry .

T h e  W a r E f f o r t
L ike  a ll in d u s tr ie s ,  and  in d iv id u a ls , y o u r  C o m p an y is  m ost h appy to c lo se  its  books on its  w ar effo rts. Im m ed i­
a te ly  a f te r  P ea r l H arb o r, we offered a ll o u r f a c il it ie s  to  th e  G overnm en t fo r w h a tev e r  u se  co u ld  be m ade o f 
them  and  from  then  u n til \ -J D ay w e w ere  s tead fa s t in  o u r  d e te rm in a t io n  th a t w ar efforts sh o u ld  tak e  p rec ed en ce  
o v e r  a n y  o th e r  a c t iv ity  o f  th e  C o m p an y . W e a re  p ro u d  o f  th e  w ork o f o u r W a r  In s tru m en t D iv is io n , w h ich  
p ro duced  m an y  th o u san d s o f e le c tr ic a l p re c is io n  m e a su r in g  in s tru m e n ts . E ven  m ore th an  th e  q u a n t it y  p ro d uced ,



w e a re  p ro ud  o f th e  q u a l it y  o f th e  new  ty p e  p re c is io n  in s tru m e n ts  o f w ar w h ich  w ere  m a n u fac tu re d  u n d er th e  
su p e rv is io n  of o u r  sk ille d  te c h n ic ian s  w ho fo rm e r ly  devo ted  th e ir  e n e rg ie s  to  th e  m ak in g  o f p re c is io n  w atch es . 
W e  a re  p ro u d  o f th e  aw ard  to o u r C o m p an y o f  th e  A rm y-N avy " E ” an d  w e a r e  p a r t ic u la r ly  p ro ud  o f o u r em ­
p lo yees  w ho en te re d  th e  arm ed  se rv ic e s  and  th e  re m a in d e r , who devo ted  th e ir  en e rg ie s  a t hom e not o n ly  to  
th e  m a n u fa c tu re  o f w ar in s tru m e n ts  b u t to in s u r in g  th e  su cc e ssfu l o u tco m e o f e v e ry  W a r  Bond D rive , Red 
C ross D riv e , B lood D onation  D rive  an d  o th e r  w ar c o n tr ib u t io n s . W e a re  p ro ud  o f o u r  p r iv ile g e  to a s s is t  in  
re lie v in g  th e  w a r  d ev as ta t io n  by h e lp in g  h an d ic ap p ed  w ar v e te ran s  to le a rn  th e  a r t o f w a tch m ak in g  th ro u gh  
o u r in te n s iv e  t r a in in g  p ro gram  in  T h e  G ruen  W a tc h m a k in g  In s t itu te  w h ich  h as been  e s tab lish ed  p r im a r ily  
fo r th e ir  u se .

O u r  S u b s id ia r ie s
A n y  re fe re n c e  to p ast acco m p lish m en ts  w o u ld  n o t be  com p lete  w ith o u t re co g n it io n  o f th e  w o n d erfu l job  done 
b y  o u r w h o lly -o w n ed  su b s id ia ry  a t B ien n e , S w itz e r la n d  and  its m ost ab le  D irec to r G en era l, H en ri T h ieb au d . 
1 v is ited  th e  p la n t th is  S p r in g  and  the ac co m p lish m en ts  o f M r. T h ieb au d  an d  h is e x e c u t iv e  s ta ff  in  m odern  tech - 
no logv an d  p ro d u c tio n  w ere  in c red ib le  to m e. A n u m b e r  o f le ad in g  w atch  in d u s tr ia l is ts  th a t I h av e  ta lk ed  w ith  
h av e  ad v ised  m e th a t th e y  co n s id e r th e  G ruen  w a tc h  fa c to ry  in B ien n e , S w itz e r la n d  th e  m o st m odern  w atch  
m o v em en t p lan t in  th e  e n t ire  in d u s try .

L ik ew ise  th e  h ig h e s t p ra ise  sh o u ld  be g iv en  to  T h e G ruen  N a tio n a l W a tc h  C ase  C o m p an y and  its  V ice  
P re s id e n t in C h arge  o f P ro d u c t io n , C arl W . B ie se r , an d  th e  G ruen  W atch  C o m p an y o f C an ad a , L im ited , and  
C h ar le s  S . B a lla rd , its  M an age r, fo r th e  e x c e lle n t jo b s  done by them  e sp e c ia l ly  in  th e  la s t  few  t r y in g  y e a r s .

P r o f i t  S h a r in g  P la n
Y ou w ill re ca ll th a t in o u r rep o rt la s t  y e a r , I m e n tio n e d  that the G ruen  em p lo yees  P ro fit S h a r in g  T ru s t had been  
e s tab lish e d . T h e  p ro v is io n  fo r co n tr ib u t io n  to th e  P ro fit S h a r in g  T ru s t fo r th e  benefit o f th e  em p lo yees o f T he 
G ruen  W a tc h  C o m p an y and  T h e  G ruen  N a tio n a l W a tc h  C ase C om pany in c lu d e d  in  th e  co n so lid a ted  s ta tem en t 
o f in co m e  am o u n ts  to $ 1 3 5 ,4 9 3 .1 8  fo r th e  y e a r  en d ed  M arch  31 , 1946 . T h is  am o u n t, added  to  th e  $ 7 7 ,2 6 2 .4 0  
d ep o sited  in  th e  P ro f it-S h a r in g  T ru s t la s t y e a r , b r in g s  th e  to ta l to $ 2 1 2 ,7 5 5 .5 8  now  h e ld  in th e  T ru s t fo r th e  
benefit o f th e  em p lo yees .

In  l ie u  o f a  P rofit S h a r in g  P la n , y o u r  w h o lly -o w n ed  su b s id ia ry  th e  G ruen  W a tc h  M a n u fa c tu r in g  C o m p an y ,
S . A . o f B ien n e , S w itz e r lan d , has e s tab lish ed  th e  G ru en  F o u n d atio n  to  a s s is t  its  em p lo yees  in  i l ln e s s , a c c id e n ts , 
in v a lid it y ,  o ld  age  an d  u n em p lo ym en t.

S tu d ie s  a r e  b e in g  co n tin u ed  re g a rd in g  a  p lan  fo r th e  C an ad ian  C o m p an y .

T h e  P re s e n t  O u t lo o k
It is  m y s in c e re  b e lie f  th a t we a re  g ra d u a lly  sh if t in g  from  a p erio d  in  w h ich  any w a tch  cou ld  be e a s ily  so ld  to a 
p erio d  w hen  w a tch es  aga in  w ill be so ld  and  p u rc h a se d  on th e  b asis  of q u a l it y ,  d es ign  an d  re p u ta t io n . I v e ry  m u ch  
doubt i f  d u r in g  th e  co m in g  y e a r , o r p erh ap s ev en  d u r in g  th e  co m in g  tw o y e a r s , en o u gh  w atch es can  be p ro d u ced  
to  s a t is fy  th e  trem e n d o u s dem and  b u t c e r ta in ly  w ith in  a re a so n ab le  p erio d  o f tim e  th is  s itu a t io n  w ill be ch an ged .

T h e  d em an d  fo r w atch es in  A m erica  d u r in g  th e  past few  yea rs  has been  th e g re a te s t  in  th e  h is to ry  o f th e  
w atch  in d u s tr y  and  from  p resen t in d ic a t io n s  sh o u ld  co n tin u e  fo r s e v e ra l y e a r s . T h e  co n d itio n  th a t th is  u n p re ­
ced en ted  dem and  c rea ted  h as not in a ll  re sp ec ts  been  a  h e a lth y  o ne fo r th e  in d u s tr y . A v e ry  few  co m pan ies 
m a n u fa c tu re  th e ir  m o vem en ts in  th is  c o u n tr y  b u t ev en  th e y  im p o rt from  S w itz e r la n d  v a r y in g  p e rcen tages  o f 
co m p le ted  p a r ts  fo r th e ir  m o vem en ts . S u ch  co m p an ie s  did not c o m m e rc ia lly  se ll a n y  w atch es d u r in g  a  p erio d  
o f s e v e ra l y e a r s  u n t i l  la s t  y e a r . O th er w e ll-e s tab lish e d  A m erican  co m p an ies im p o rt co m p le ted  m o v em en ts from



S w itz e r lan d  but a ssem b le  th em  in th e ir  own p lan ts  in  th is  c o u n tr y . S o m e o f th e se  co m p an ies , l ik e  o u rse lv e s , 
d evo ted  a ll f a c il it ie s  u se fu l fo r th e  w ar effort to  th e  m a n u fa c tu re  o f  in s tru m e n ts  o f w ar b u t w ere  en ab led , 
d u r in g  th e  w ar, to co n tin u e  on a  lim ite d  sc a le , th e  co m m erc ia l s a le  o f  w a tch es .

H ow ever, th e  d em an d  w as so  g re a t , th a t m a n y  n ew  im p o rte rs  o f  S w iss  m o v em en ts  en te re d  th e  field . 
A cco rd in g  to rep o rts , th e  n u m b er o f im p o rte rs  o f S w iss  m o v em en ts  in c re a sed  from  le ss  th an  100 in  1941 to 
ap p ro x im ate ly  500  bv 1945 . A m ong th ese  new  im p o rters  w ere  a few  o p p o rtu n is ts  w ho so ld  th e ir  w a tch es in  
m an y  in s tan ce s , a t  v e ry  h igh  p r ic e s  and  in c e r ta in  in s ta n c e s  ab o ve  c e i lin g  p r ic e s  re su lt in g  in  fines b ecau se  o f 
v io la t io n s  o f 0 .  P . A . r e g u la t io n s .

It is u n fo r tu n a te  th a t th e  q u a l it y  o f som e o f th e  w a tch es  b ro u g h t in to  th is  co u n try  by th ese  n e w ly  e s ta b ­
lish ed  im p o rte rs , w as fa r from  th e  h igh  s tan d a rd  o f S w iss  w o rk m an sh ip  in G ruen  and  m a n y  o th e r  m o vem en ts . 
O ne o f the re aso n s fo r th e  m a n y  m illio n s  o f  m o v em en ts  th a t w ere  p e rm itted  to be im ported  bv c e r ta in  n ew ly  
e s tab lish e d  im p o rte rs  d ire c t  from  S w itz e r lan d  and  th ro u g h  o th e r  c o u n tr ie s , w as b ecau se  o f  the a n x ie ty  o f c e r ­
ta in  o f the U n ited  S ta te s  G o v ern m en ta l ag en c ie s  to  o b ta in  w atch es to m eet th e  trem en d o u s n eed  for both 
m il ita r y  and  c iv il ia n  w atch es . It is  m y b e lie f  th a t w hen  c o n d it io n s  re tu rn  to n o rm a l, a  v e r y  la rg e  p e rc en tag e  
o f th e se  new  im p o rte rs  w ill go o u t o f b u s in e ss  an d  th e  m a jo r  w atch  co m p an ies  o f w h ich  G ruen  is  one o f th e  
m ost im p o rtan t, w il l  a g a in  se ll ap p ro x im a te ly  50%  o f th e  to ta l w a tch e s  so ld  in  th e  U n ite d  S ta le s .

It is a lso  u n fo r tu n a te  th a t th e  head  o f an  in d e p en d en t lab o r u n io n  re p re se n t in g , a c co rd in g  to h is  s t a te ­
m e n t. about 8 .0 0 0  em p lo yees  in c e r ta in  w atch  fa c to r ie s , h as re c e iv e d  co n s id e rab le  n a t io n a l p u b lic ity  th ro u g h  
d em an d in g  th a t th e re  be im posed  a  s tr ic t  q u o ta  on th e  im p o rta tio n  o f S w iss -m ad e  m o v em en ts  and  w atch es 
in  o rd e r to p ro tec t th e  A m er ic a n  w atch  in d u s tr y . S u c h  a  q u o ta  in  m y  op in io n  is u n fa ir  to the m o re  th an
2 0 ,0 0 0  A m erican  re ta il je w e le rs  an d  th e co n su m in g  p u b lic  b ecau se  a s  m ost s tu d e n ts  o f  h o ro lo gy  know , th e  
f in est, m ost a c c u ra te  w atch  m o v em en ts  h av e  b een  p ro d u ced  by th e  S w iss  w ith  w hom  w a tch m ak in g  has been  
a  top p ro fess io n  fo r c e n tu r ie s .

T h ro ugh  th is  lab o r o rg an iz a t io n , not affilia ted  w ith  e ith e r  th e  A m er ican  F ed era tio n  o f L ab o r, o r th e  C o n ­
g re ss  o f In d u s tr ia l O rgan iza tio n , co n s id e ra b le  p re s su re  h a s  b een  p laced  on th e  S ta te  D ep artm en t an d  on m em ­
bers o f C o ngress to  ta k e  a c t io n  to w ard  the lim ita tio n  o f im p o rta tio n  o f S w is s  w a tch es an d  m o vem en ts .

T h us ta r , o u r n a t io n a l a u th o r it ie s  in  th e  m a in  h av e  reco gn ized  th e  tru e  fa c ts  o f th e  s itu a t io n , n am e ly , 
th a t th e  8 ,0 0 0  em p lo yees  c la im ed  a s  m em b ers  o f su ch  lab o r o rg an iza t io n s  rep re sen t bu t a  v e ry  sm a ll p e r­
cen tage  o f th e  to ta l em p lo yees  in  th e  w atch  and  je w e lr y  in d u s tr ie s ;  th a t th e  o ld  e s tab lish e d  w atch  a ssem ­
b le rs , e sp e c ia lly  th o se  l ik e  G ruen  w h ich  ow ns its  own Sw iss p la n t, a r e  in  e v e ry  sen se  o f  th e  w ord A m erican  
co m p an ie s ; an d  th a t th e  fu tu re  p eace  o f th e  w orld  re s ts  on im p o rtin g  as w e ll a s  ex p o r tin g  and  th ro u gh  re c ip ­
ro c a l trad e  ag re em e n ts .

U n d er the R ec ip ro ca l T rad e  A greem en t o f 1936, th e  U n ited  S ta te s  can n o t p la ce  a n y  q u a n t ita t iv e  l im ita ­
tion  on th e  im p o rta tio n  o f S w iss  w atch es an d  m o v em en ts . H ow ever, b ecau se  o f the p re s su re  on th e  S ta te  D e­
p artm en t on w h ich  I h ave  a lr e a d y  co m m en ted , th ere  vvas an  e x c h a n g e  o f n o tes  b etw een  th e  S ta te  D ep artm en t 
an d  th e  S w iss  G o v ern m en t in  A p ril, a t w h ich  tim e  th e  S w is s  G o vern m en t v o lu n ta r i ly  ag reed  to l im it  th is  y e a r ’ s 
e x p o rta tio n  o f w a tch e s  an d  m o v em en ts to the U n ited  S ta te s  to th e  sam e n u m b er th a t vvas " d ir e c t ly ”  im p o rted  
in  1945 . T h e  S w is s  a lso  ag reed  to t r y  to  co n tro l th e  ’ ’ in d ire c t sh ip m e n ts— th o se  p ass in g  th ro u gh  S o u th  
A m er ica , M ex ico , C an ad a , e tc . T h is  w ou ld  a llo w  d ire c t im p o rts  o f ab o u t 7 ,7 0 0 .0 0 0 .

D esp ite  th e  fac t th a t y o u r  C o m p an y sh o u ld  re c e iv e  at le a s t as  m a n y  m o v em en ts  th is  y e a r  a s  la s t  y e a r , I 
am  p e rso n a lly  opposed  on g e n e ra l eco n o m ic  p r in c ip le s  to  th e  se t t in g  o f a n y  q u o ta s . It is m y  b e lie f  th a t su c h  
m e a su re s  a r e  no t in te rn a t io n a l ly  so u n d  o r p ra c t ic a l an d  w ork to  A m e r ic a ’s d isad v an tag e , r a th e r  th an  to its  
ad v an tage .

It is m y  p e rso n a l o p in io n  th a t even  if  S w itz e r lan d  ex p o r ted  ten m illio n  w atch es to  th is  c o u n tr y  th is  y e a r , 
e v e ry  w atch  th a t co u ld  p o ss ib ly  be m a n u fa c tu re d  in  th is  c o u n tr y  co u ld  e a s i ly  be so ld  b ecau se  th e  p re sen t



dem and  fo r w atch es  fa r exceed s th e  su p p ly . T h is  is  em p h asized  by th e  fac t th a t s e v e ra l m a n u fa c tu re r s  who 
m ake th e ir  m o v em en ts in th is  c o u n tr y  a n n o u n ced  trem en d o u s exp an s io n  p lan s in 1945  p rio r to th e  ex ch a n g e  
o f no tes b etw een  th e  S w iss  G overnm en t and  o u r S ta te  D ep artm en t.

T h e  p re se n t m a rk e t s itu a t io n  offers u n lim ite d  p o ss ib ilit ie s . M a te r ia l and  lab o r s t il l  rem a in  sc a rc e  b u t, 
b a r r in g  a n y  u n fo re seen  go v e rn m en ta l ac tio n  h e re  an d  ab road  an d  u n fo re seen  fu r th e r  c u r ta i lm e n t o f labo r 
and  m a te r ia l , we b e liev e  w e can  do ap p ro x im a te ly  as m u ch  and  p erh ap s m ore b u s in ess  th is  y e a r  th an  w as done 
d u r in g  th e  past y e a r . O u r lab o r and  m a te r ia l co sts a r e  c o n s ta n tly  r is in g  an d  w h ile  th e  Office o f P r ic e  A d m in is ­
tra tio n  h as rem o ved  a l l  p r ic e  c o n tro ls  on w atch es h a v in g  m o v em en ts  m ade in ib is  c o u n tr y , it has not up to  
th e  p re sen t tim e taken  su ch  a c tio n  w ith  regard  to w a tch e s  u s in g  Swdss m o v em en ts . W e a r e  h o p efu l th a t m e as­
u re s  w ill be tak en  to ad ju s t th is  in e q u ita b le  co n d it io n . In so fa r a s  profits a re  co n ce rn ed , no one c an  m ake  a 
d e fin ite  p red ic tio n  a t th is  t im e . H ow ever, re g a rd le s s  o f th e  q u e s tio n  of im m ed ia te  p ro fits , m y b e lie f  in  th e  
fu tu re  g ro w th  o f th is  C om pany c o n tin u e s  s tro n g e r  th an  ev e r . W e  h ave  a  fine p ro d uct an d  a  trem en d o u s good 
w ill b u ilt up o v e r th e  y e a r s ;  we h av e  m ore th an  6 .5 0 0  lo y a l G ru en  je w e le rs , we h a v e  a s ta ff  o f  co n sc ie n tio u s  
em p lo yees  an d  e x e c u t iv e s  an d  w e h ave  m e rc h a n d is in g  and  a d v e r t is in g  p rogram s w h ich , 1 b e liev e , sh o u ld  p ro ve  
su c c e ss fu l.

E x p a n s io n  P la n s
B ecau se  o f th e  in c re a se  in  o u r  p ro d u ctio n  and  s a le s  o f m ore th an  500%  from  1935 to 1941 an d  th e  su b ­
seq u en t crow ded  w o rk in g  co n d itio n s  and  re su lt in g  in c re a se d  co sts , w e s ta r ted  p lan s in  1941 for an  ex p an s io n  
p rogram  to in su re  a  m o re effic ien t an d  eco n o m ica l o p e ra tio n  fo r o u r  fa c to r ie s  both in B ien n e , S w itz e r la n d  and  
C in c in n a t i, O h io , w h ich  p lan s  had to  be ab an do n ed  b ecau se  o f th e  o u tb re ak  o f th e  w ar.

I am  happy to ad v ise  you  that th e  ad d itio n  to o u r  m a n u fa c tu r in g  p lan t at B ien n e , Sw itze r lan d  has a lr e a d y  
been s ta r ted  and  p lan s a r e  now b e in g  com p leted  fo r th e  ad d itio n  to o u r T im e H ill p la n t in  C in c in n a t i , as  w ell 
a s  a  new  b u ild in g  to h o u se  o u r w ho lly -o w n ed  su b s id ia ry , T h e  G ruen  N ational W a tc h  C ase C o m p an y an d  a d ­
d itio n a l floors fo r the p o ss ib le  m a n u fac tu re  o f m o v em en ts in th is  c o u n try  au g m e n tin g  o u r  p ro d u c tio n  in  
B ien n e , S w itz e r lan d .

T he exp an s io n  p rogram  in  C in c in n a ti d ep en d s e n t ir e ly  on o u r a b i l i ty  to  ob ta in  a  p erm it fo r th e  c o n s tru c ­
tion  o f th e  ad d itio n  to the p resen t b u ild in g  and  th e  new  b u ild in g : and  th e  a b il ity  to get m a te r ia ls .

I n  A le m o r ia m
It is w ith  g re a t so rrow  th a t we an n o u n ce  th e  p a ss in g  on S ep te m b er 15 , 1945 , o f M r. F red  G. G ruen . M r. 
G ruen  se rv ed  as P re s id en t o f th e  C om pany an d  as C h a irm an  o f its Board o f  D irec to rs . He e a r ly  jo in e d  Ins 
fa th e r , D ie tr ich  G ruen , th e  fo u n d er o f th e  b u s in e ss , an d  spen t m ore th an  fifty  y e a rs  w ith  the C o m p an y . D u rin g  
h is  l ife t im e , M r. G ruen  m ade som e n o tab le  te c h n ic a l a ch ie v e m e n ts  in  th e  w atch  in d u s try . W e , a t T im e  H ill ,  
w ere  d eep ly  g r iev ed  a t h is  p ass in g  and  m iss h is  k in d ly , fr ie n d ly  p re sen ce .

C o n c lu s io n
In  co n c lu d in g  th is  rep o rt, I w an t to tak e  th is  o p p o rtu n ity  once m o re  to  exp re ss  m y  d eep est th an k s to  a l l  th e  
o fficers, d ire c to rs  and  em p lo yees fo r th e ir  co n tin u ed  lo y a lly  an d  u n t ir in g  efforts.

I sh o u ld  l ik e  to p a y  sp ec ia l tr ib u te  to M r. G eorge J .  G ru en , C h a irm an  o f o u r B oard  o f D irec to rs , w ho is 
c e le b ra t in g  h is  f ift ie th  a n n iv e r s a ry  w ith  th e  C om pany w h ich  he has se rv ed  h o n o rab ly  an d  fa ith f u l ly  e v e r  s in c e  
he first b ecam e a sso c ia ted  w ith  h is  fa th e r , D ie tr ich  G ruen  an d  h is  b ro th e r , F red  G. G ruen , in  th is  fine old 
C o m p an y .



In b e h a lf  o f  o u r  sh a re h o ld e rs , d ire c to rs  an d  em p lo yees  I sh o u ld  ag a in  l ik e  to e x p re ss  to  o u r  m ore th an  
6 ,5 0 0  lo y a l G ruen  je w e le r s  in  A m e r ic a  an d  C an ad a , w hose good w ill we co n s id e r  o u r  g re a te s t a ss e t , and  
w ho h ave  co n tr ib u te d  so  m u ch  to th e  su cc e ss  o f  o u r  C o m p an y , o u r s in c e re  a p p re c ia t io n  fo r th e ir  co n tin u ed  
con fid en ce  an d  u n d e rs ta n d in g  e sp e c ia lly  d u r in g  th e  p ast d ecad e  an d  to a s s u re  them  th a t  o u r C o m p an y w ill 
c o n s ta n t ly  en d eav o r to su p p ly  th em  w ith  th e  fin est w a tch es th a t th e  finest w a tc h m ak e rs  in  th e  w orld  know  

howr to m ake .
A t th is  tim e  I sh o u ld  a lso  l ik e  to  ex ten d  o u r  th a n k s  to  o u r  su p p lie rs  in A m er ic a , C an ad a  and  S w itze r lan d  

fo r th e ir  e x c e lle n t  co o p era tio n  e sp e c ia l ly  d u r in g  th e  d ifficu lt w ar y e a r s , w h en  w e w ere  so  dep en d en t on them  

fo r th e  p ro d u ctio n  and  sa le s  o f o u r w 'atches.
T o yo u  sh a re h o ld e rs  w ho h ave  ex h ib ited  y o u r  confidence in  th e  m an agem en t, I w an t to c o n v ey  th e  g r a ­

t itu d e  o f th e  e n t ir e  o rg an iza t io n  and  to p ledge  to yo u  o u r  co n s tan t efforts to w ard  the co n tin u o u s  p ro gress ol 

th e  C o m p an y .
S in c e re ly  y o u r s ,

Benjamin S. Katz
President

Time Hill, Cincinnati, Ohio 

June 5 , 1916



C O N SO LID A TED  BALANCE

A S S E T S

C ash  on h and  an d  d em and  d e p o s it s ..............................................................................................................................................$ 4 ,1 4 4 ,2 2 8 .6 0

$ 3 5 0 ,0 0 0  U n ited  S ta te s  S a v in g s  B onds, S e r ie s  G, a t  c o s t ................................................................................. ........... 3 5 0 ,0 0 0 .0 0

N otes and  acco u n ts  re c e iv a b le , trad e , le s s  a llo w an ce  fo r  d o u b tfu l n o tes  an d  a c c o u n t s ........................  4 9 1 ,6 8 9 .3 5

In v e n to r ie s , a t  th e  lo w e r  o f co st or m arket (N ote 2 ) .................................. ................................................................. 3 ,4 8 5 ,9 3 8 .2 7

Total current assets............................................ .............................................................................................................  8 ,4 7 1 ,8 5 6 .2 2

C ash  su r re n d e r  v a lu e  o f in s u ra n c e  ag g reg a tin g  $ 1 ,1 6 6 ,8 4 0  on liv e s  o f officers

an d  d ire c to rs  (N ote 3 ) .......................................... .. ................................................................................................................... 1 1 1 ,8 3 6 .8 7

C ash  dep o sits  r e s tr ic te d , n e t (N ote 4 ) .................. ...................................................................................................................... 1 6 9 ,0 3 8 .3 9

O th er a c co u n ts  r e c e iv a b le ................................................... ......................................... ..........................................................  4 0 ,3 6 8 .9 4

S u n d ry  in v e s tm e n ts , a t  co st o r n o m in a l v a lu e s ...................................................................................................................  3 5 ,5 9 1 .8 8

L an d , b u ild in g s , an d  eq u ip m en t, a t  c o s t ................................................ ......................................... .$ 1 ,0 0 5 ,3 7 1 .7 2

Less, a l lo w a n c e  fo r  d e p re c ia t io n .........................................................................................  5 4 9 ,8 6 0 ,5 6

4 5 5 ,5 1 1 .1 6

P rep a id  exp en ses a n d  d e fe rred  c h a r g e s ...................................... ...................................... ..................................................  9 8 ,5 2 1 .3 1

P a te n ts , trad e -m ark s , co p y r ig h ts , and  g o o d w il l ............................................................................................................... 1 .00

$ 9 ,3 8 2 ,7 2 5 .7 7

The accompanying notes Nos. 1 to 6 are



SHEET, MARCH 31, 1946

L I A B I L I T I E S

A cco u n ts  p a y a b le . 

A cc ru ed  e x p e n s e s . 

D iv iden ds p ayab le

P ro v is io n  for d o m estic  an d  fo re ign  ta x e s  on in co m e , le ss , U . S . I r e a s u r y  Tax S a v in g s  N otes 

(a t co st an d  a c c ru e d  in te re s t )  § 1 ,0 9 2 ,3 6 8  (N ote 6 ) ...............................................................................................

Total current liabilities.................................................................................................................................* ...................

N otes p ayab le , b an k , d u e  a n n u a l ly  in  v a ry in g  am o u n ts  from

J u ly  1, 1947 th ro u g h  J u ly  1 , 1955  ( N o t e S ) ...............................................................................................................

7 0 3 ,0 4 0 .4 8

7 2 1 ,4 4 8 .9 2

9 5 ,9 2 6 .8 3

4 7 7 ,9 5 3 .6 7

1 ,9 9 8 ,3 6 9 .9 0

2 ,000,000.00

C A P I T A L

C ap ita l s to ck :

P re fe rred  s to ck , 4 lA  p er cen t c u m u la t iv e ; $ 1 0 0 .0 0  p a r  v a lu e ;

au th o riz ed  2 5 ,0 0 0  sh a re s , is su e d  an d  o u ts ta n d in g , n o n e ............................... $ ----------

C om m on s to ck , $ 1 .0 0  p a r  v a lu e ;  6 5 0 ,0 0 0  sh a re s  au th o r iz ed ,

5 0 5 ,3 3 7 %  sh a re s  is su e d , le ss  1 2 1 ,0 8 I K  sh a re s  in t r e a su ry ,

o u ts tan d in g  3 8 4 ,2 5 6 %  sh a re s  (N ote 3 ) ................... ................................................... 3 8 4 ,2 5 6 .2 5

E arn ed  su rp lu s , as  a n n ex ed  (N otes 1, 3 , an d  6 ) .............................. .......................................... 5 ,0 0 0 ,0 9 9 .6 2

5 ,3 8 4 ,3 5 5 .8 7

$ 9 ,3 8 2 ,7 2 5 .7 7

an integral part o f this balance sheet.



TO C O N S O L I D A T E D  B A L A N C E  S H E E T

NOTE 1. T h e  co n so lid a ted  b a lan ce  sh e e t  in c lu d e s  a sse ts  o f G ruen  W a tc h  M fg. C o ., S . A . a g g reg a tin g  
$ 1 ,1 5 1 ,8 0 9 .9 4  (e x c lu s iv e  o f in te rco m p an y  re c e iv a b le s  ag g reg a tin g  $ 7 7 0 ,0 1 6 .1  1) o f w h ich  c u r re n t a ss e ts  a re  
$ 8 0 2 ,4 9 1 .1 0  and  l ia b i l i t ie s  o f $ 4 7 2 ,9 3 7 .7 5 .

T h e  co n so lid a ted  b a lan ce  sh ee t a lso  in c lu d e s  n e t a ss e ts  o f G ruen  W a tc h  C o m p an y o f C an ad a , L td . ag g re ­
g a t in g  S 4 7 8 ,3 6 0 .2 2  o f w h ich  n e t c u r re n t a sse ts  a r e  $ 4 2 0 ,8 3 8 .3 6 .

C u rre n t a ss e ts  and  lia b il i t ie s  o f th e  C an ad ian  C o m p an y h ave  b een  co n v erted  in to  d o lla r s  a t  th e  F ed era l 
R e se rv e  ra te s  p re v a il in g  at M arch  3 1 , 1946. In th e  ab se n ce  o f su ch  ra te s , c u r re n t a ss e ts  and  lia b il i t ie s  o f th e  
S w iss  co m p an y  h ave  been  co n verted  at c u r r e n t ly  q u o ted  b u y in g  ra te s  a t M arch  31 , 1946 .

N o n cu rren t a sse ts  h ave  been co n verted  su b s ta n t ia l ly  a t  ra te s  o f e x ch a n g e  p re v a il in g  w hen  a c q u ire d .

NOTE 2 . T h e  e s t im a te d  am o u n ts  o f in te rc o m p a n y  profits in  in v e n to ry  item s p u rch ased  from  co m p an ies 
w hose a c c o u n ts  a r e  co n so lid a ted  h ave  been  e lim in a te d  in  th e  p rep a ra t io n  o f th e  co n so lid a ted  b a lan ce  sh ee t.

NOTE 3 . In  a c co rd an ce  w ith  an em p lo ym en t ag reem en t b etw een  th e  co m p an y  an d  B en jam in  S . K atz, 
P re s id e n t , th e  co m p an y  is o b liga ted  to p u rc h a se , if  re q u e s te d  w ith in  120 d ay s  from  th e  d a te  o f h is d ea th , com ­
m on s to ck  o f th e  co m p an y  h e ld  by h is p erso n a l r e p re se n ta t iv e s , w idow , c h ild re n , or tru s te e , for an  am o u n t 
not in e x c e ss  o f 3 5 0 0 .0 0 0 . T h e  p rice  per sh a re  to  be paid  sh a ll be th e  co n so lid a ted  book v a lu e  per sh a re  a s  o f 
th e  d ay  fo llo w in g  h is  d ea th .

T h e co m p an y  r e c e n t ly  in c reased  the in s u ra n c e  on th e life  o f B en jam in  S . K atz to  $ 1 ,0 0 0 ,0 0 0  an d  o f th is  
am o u n t h as ag reed  to co n tin u e  $ 7 5 0 ,0 0 0  in s u ra n c e  fo r th e  period  th a t th e  em p lo ym en t ag re em e n t is in  effect 
and  it is  exp ec ted  th a t th e  p roceeds o f su ch  p o lic ie s  w ill  be held  by th e  co m p an y  to  th e  ex ten t o f 3 5 0 0 ,0 0 0  
to be u sed  in  th e  p u rc h a se  o f sa id  s to ck , i f  o ffered .

NOTE 4 . C ash  d ep o sits  re s tr ic te d , re p re se n t b a la n c e s  o f re m ittan c e s  by th e  p a ren t co m p an y  to  th e  S w iss  
su b s id ia ry  in  th e  re g u la r  co u rse  o f b u s in e ss , w h ic h  h av e  been  su b jec ted  to ex ch a n g e  re g u la t io n s , le ss  ad v an ces  
by a S w iss  b ank  of $ 2 ,1 9 5 ,3 8 2 .0 0 . T h e  co m p an y  is  in fo rm ed  that at th e  tim e o f th e  re le a s e  o f su ch  re s tr ic te d  
d ep o sits  a n y  e x p en se s , ta x e s , an d  o th er lo sses th a t m a y  h av e  been  in c u rre d  by th e  S w is s  G overnm en t an d  the 
S w iss  N a tio n a l B ank  in  co n n ec tio n  w ith  re m itta n c e s  w h ich  h ave  been su b je c te d  to e x ch a n g e  re g u la t io n s  w ill  
he d ed u c ted  from  re s tr ic te d  d ep o sits  a g g reg a tin g  $ 3 0 3 ,7 8 4 .1 8 . An a llo w a n c e  o f $ 1 3 4 ,7 4 5 .7 9  fo r su ch  ex p en ses , 
ta x e s , an d  o th e r  lo sse s  is  in c lu d ed  in th e  a c c o m p an y in g  f in an c ia l s ta te m e n ts .

NOTE 5 . In th e  e v e n t o f the re t ir e m e n t , v o lu n ta r y  or o th e rw ise , o f B en ja m in  S . K atz  from  the po sitio n  
o f an  e x e c u t iv e  o f th e  co m p an y , o th e r  th a n  b y  d e a th , the no tes p a y a b le , b an k , b ecom e im m e d ia te ly  d u e  and  
p ayab le  on d em an d .

NOTE 6 . It is e s t im a te d  (based  on p re sen t law s ) th a t ad d itio n a l fo re ign  taxes  on tran s fe rs  to  th e  p a r ­
en t co m p an y  o f th e  a c c u m u la te d  su rp lu s  o f fo re ign  su b s id ia r ie s  w ou ld  ap p ro x im ate  $ 3 8 6 ,0 0 0 .



OF INCOME AND EARNED SURPLU5 for the year ended March 31, 1946

G ross profit from  s a le s ................. ..........................................................................................................................................................$ 5 ,5 9 9 ,1 2 9 .2 8

S e llin g , ad m in is tra t iv e , an d  g e n e ra l e x p e n s e s ........................................................................................................................ 2 ,7 8 3 ,0 0 8 .1 5

Profit before other income and expenses and income taxes..........................................................................  2 ,8 1 6 ,1 2 1 .1 3

O th er in c o m e ...................................... ................... .. ................................. ........................................................ .. .......................................  1 4 1 .0 3 1 .1 7

2 ,9 5 7 ,1 5 2 .3 0

In te re s t , p ro v is io n  fo r lo s se s , e tc . on re s tr ic te d  d ep o sits  and  o th e r  e x p e n s e s . .........................................  4 2 5 ,5 9 9 .5 4

t  — -

2 ,5 3 1 ,5 5 2 .7 6

P ro v is io n  fo r d o m estic  an d  fo re ign  in co m e taxes

(in c lu d in g  F ed era l e x ce ss  profits ta x e s  $ 8 5 8 ,3 9 1 .0 6 ) .............. ............................................................................ 1 ,4 5 9 ,7 1 5 ,3 8

Net income.....................................   1 ,0 7 1 ,8 3 7 .3 8

S u rp lu s , A p ril 1, 1 9 4 5 . ............................................................................     4 ,2 1 2 ,5 5 0 .7 3

5 ,2 8 4 .3 8 8 .1 1

E xcess of p roceed s of d ire c to r ’s l if e  in s u ra n c e  o ver ca sh  s u r re n d e r  v a lu e .................................................  5 7 ,5 7 9 .3 5

P a r t ia l  re co v e ry  o f u n re a liz ed  lo s se s  on fo re ign  ex ch a n g e

ch arged  to  e a rn ed  su rp lu s  in  a  p r io r  y e a r .................................................................................................................  3 ,9 6 3 .3 4

5 ,3 4 5 ,9 3 0 .8 0

D iv idends p a id , com m on  s to ck , 90c  p er s h a r e ...................................................................................................................  3 4 5 ,8 3 1 .1 8

S u rp lu s , M arch  3 1 , 1 9 4 6 ..................................................................................................   $ 5 ,0 0 0 ,0 9 9 .6 2

The accompanying notes arc an integral part of this statement.



/ loi io Kh o n s o lic
O F I N C O M E  A N D  E A R N E D  S U R P L U S

m

N O TES 1 and  6  to C o n so lid a ted  B a lan ce  S h e e t , M arch  31 , 1946  a r e  in c o rp o ra ted  h e re in  by re fe re n c e .

T h e  p ro v is io n s  fo r d ep re c ia t io n  in c lu d ed  in  th e  co n so lid a ted  s ta te m e n t o f incom e am o u n t to  $ 6 0 ,2 8 3 .0 2 .

T h e  p ro v is io n s  fo r c o n tr ib u t io n s  to th e  profit sh a r in g  fu n d , fo r  th e  benefit o f the em p lo yees o f T h e  G ruen  
W atch  C o m p an y an d  T h e  G ruen  N atio n a l W a tc h  C ase  C o m p an y , in c lu d ed  in the C o n so lid a ted  S ta te m e n t o f 
In co m e, am o u n t to $ 1 3 5 ,4 9 3 .1 8 .

In co m e a c c o u n ts  o f fo re ign  su b s id ia ry  co m p an ie s  h av e  been c o n v e r ted  su b s ta n t ia l ly  at th e  a v e ra g e  m o n th ly  
ra te s  o f e x ch a n g e  p re v a il in g  d u r in g  th e  y e a r  en d ed  M arch  3 1 , 1 9 4 6 .T h e  u n rea liz ed  p ro fit o f $ 3 ,9 6 3 .3 4  a r is in g  
from  ch an g e s  in  co n v ers io n  v a lu e  o f net c u r re n t a s s e ts  o f fo re ign  su b s id ia r ie s  is  in c lu d ed  in  co n so lid a ted  
ea rn ed  su rp lu s .

In te rc o m p an y  sa le s  an d  e s t im a ted  in te rc o m p a n y  p ro fits h av e  been  e lim in a te d  in  th e  p rep a ra t io n  o f th e  
co n so lid a ted  s ta te m e n t o f in co m e.

C o n so lid a ted  n et in co m e in c lu d e s  n et in co m e o f  fo re ign  su b s id ia r ie s  ag g reg a tin g  $ 2 5 0 ,9 2 1 .9 2 . No d iv i­
den ds w ere  re c e iv ed  from  fo re ign  su b s id ia r ie s  d u r in g  th e  y e a r .

L YBRAN D ,  ROSS BROS.  & M O N T G O M E R Y
Certified Public Accountants 

CIN CIN N ATI
To the Board o f Directors, The Gruen IT atch Company, Cincinnati, Ohio,

W e h av e  ex am in e d  th e  co n so lid a ted  b a lan ce  sh e e t  o f T h e  G ruen  W a tc h  C om pany and  its  su b s id ia ry  co m ­
p an ies  a s  a t M arch  3 1 , 1946 , and  th e  co n so lid a ted  s ta te m e n ts  o f in co m e an d  su rp lu s  fo r th e  y e a r  th en  en d ed . 
E xcept w ith  re sp ec t to  th e  S w iss  su b s id ia ry , we h ave  rev iew ed  th e  sy s te m s  o f in te rn a l co n tro l and  th e  a c c o u n t­
in g  p ro ced u res  o f th e  co m p an ies an d , w ith o u t m a k in g  d e ta iled  au d its  o f th e  tr a n sa c t io n s , h av e  ex am in ed  o r 
te s ted  a c c o u n t in g  re co rd s  o f th e  co m p an ies  an d  o th e r  su p p o rtin g  e v id e n c e , b y m ethods and  to th e  e x te n t we 
deem ed  ap p ro p r ia te . O ur e x am in a tio n  w as m ade in  a c co rd an ce  w ith  g e n e r a lly  ac ce p ted  a u d it in g  s tan d a rd s  
ap p lic ab le  in  th e  c irc u m sta n c e s  and  in c lu d ed  a l l  p ro ce d u res  co n sid ered  n e c e s sa ry . W e  h av e  re ce iv ed  th e  rep o rt 
o f o th e r  a c c o u n ta n ts  w ho exam in ed  th e  fin an c ia l s ta te m e n ts  o f th e  S w is s  su b s id ia ry .

In o u r  o p in io n , based  upon su ch  ex am in a tio n  and  upon su ch  rep o rt o f o th er a c c o u n ta n ts , th e  a c co m p an y ­
in g  co n so lid a ted  b a lan ce  sh e e t an d  re la ted  co n so lid a ted  s ta te m e n ts  o f in co m e an d  su rp lu s  p resen t f a ir ly  th e  
co n so lid a ted  p o sitio n  o f T h e  G ruen  W atch  C o m p an y and  its  su b s id ia ry  co m p an ies  a t M arch  31 , 1946  an d  th e  
co n so lid a ted  re su lts  o f th e ir  o p era tio n s fo r th e  y e a r  th en  en d ed , in  co n fo rm ity  w ith  g e n e r a lly  a ccep ted  
a cc o u n t in g  p r in c ip le s  ap p lied  on a  b asis  co n s is ten t w ith  th a t o f th e  p reced in g  y e a r .

L y b r a n d , R o s s  R k o s . &  M o n t g o m e r y

Cincinnati, Ohio,
May 21, 1946



1936-1946
C o m p a r is o n  a n d  S u rp lu s  

b o r  T e n  - Y e a r  P e r io d



Z L f j ^ J W a U t , J oJubsuliavv C.o n i f y a n y  a n d  G J t t b s t d t a t y   ̂ o m j y a n i e s  

CONDENSED COMPARISON OF CONSOLIDATED FINANCIAL POSITION
at March 31, 1936, March 31, 1941 and March 31, 1946

Mar. 31, 1936 Mar. 31, 1941 Mar. 31, 1946
T o ta l C u rre n t A s s e t s .................................. ................................................................
T o ta l C u rre n t L ia b i l i t ie s ...........................................................................................

$ 1 ,6 0 8 ,8 3 9 .8 6
4 0 3 ,0 9 4 .9 8

$ 5 ,6 7 8 ,4 7 6 .1 1
1 ,4 6 8 ,1 8 5 .2 4

$ 8 ,4 7 1 ,8 5 6 .2 2
1 ,9 9 8 ,3 6 9 .9 0

Net C u rre n t A s s e t s ............................................................................................
T erm  Loan From  B a n k ..............................................................................................

1 ,2 0 5 ,7 4 4 .8 8 4 ,2 1 0 ,2 9 0 .8 7
1 ,5 0 0 ,0 0 0 .0 0

6 ,4 7 3 ,4 8 6 .3 2
2 ,0 0 0 .0 0 0 .0 0

N et C u rren t A sse ts  in  E xcess o f T erm  L oan  from  B an k . . . 
C ash  su r re n d e r  v a lu e  o f in su ran c e  on liv e s  o f officers an d  d irecto r? 
C ash  d ep o sits , r e s t r ic t e d ...........................................................................................

1 ,2 0 5 ,7 4 4 .8 8 2 ,7 1 0 .2 9 0 .8 7
2 3 ,8 5 1 .3 4

4 ,4 7 3 ,4 8 6 .3 2
1 1 1 ,8 3 6 .8 7
1 6 9 ,0 3 8 .3 9

1 ,0 0 5 ,3 7 1 .7 2
*549,860.56

L an d , B u ild in gs an d  E qu ip m en t, a t C o st. ...................................................
A llo w an ce  fo r D ep rec ia tio n  of C o s t ......................................................

A p p ra isa l A p p rec ia tio n  In c lu d ed  in  P ro p e r ty  A c c o u n t s ..................

7 1 1 ,6 4 3 .4 8
*261,891.56

8 5 ,3 1 6 .0 7
1 1 3 ,0 2 2 .4 2

1 2 ,6 6 3 .6 5

8 2 1 ,0 6 1 .7 1
*374,787.21

In v e s tm e n ts ........................................................................................................................
O th er A s s e t s ......................................................................................................................

6 ,5 3 2 .6 8
7 0 ,9 7 1 .9 5

3 5 ,5 9 1 .8 8
13 8 ,8 9 1 .2 5

N et A ssets o f C om pan ies A p p licab le  to D eb en tu re  H o lders 
an d  S h a re h o ld e rs  . ...................................................... .......................... $ 1 ,8 6 6 ,4 9 8 .9 4 $ 3 ,2 5 7 ,9 2 1 .3 4 $ 5 ,3 8 4 ,3 5 5 ,8 7

R eg is te red  D eb en tu re s  Issued  in F a rt S e t t le m e n t
o f L ia b ilit ie s  to  B a n k s .....................................................................................§  7 2 7 ,5 0 0 .0 0

E q u it ie s  o f M in o r ity  S h a re h o ld e rs  in  S u b s id ia r ie s ...............................  1 4 2 ,1 0 5 .4 6

S 8 6 9 .6 0 5 .4 6

E q u it ie s  o f S h a re h o ld e rs  o f T h e  G ruen  W a tc h  C om pany . . $  9 9 6 .8 9 3 .4 8  S 3 ,2 5 7 ,9 2 1 .3 4  S 5 .3 8 4 .3 5 5 .8 7

C ap ita l S to ck  Issu ed  in  S e t t le m e n t o f B a lan ce  
o f L ia b ilit ie s  to B an k s :

C lass A P re fe rre d  S to c k ........................... .. ............................................................. S 7 2 7 ,5 0 0 .0 0  ..........................  ..........................
C lass B P re fe rre d  S to c k ............................................................................................  3 6 3 ,7 5 0 .0 0  ................................................................

$ 1 .0 9 1 ,2 5 0 .0 0

E q u ity  o f C lass C P re fe rred  an d  C om m on S h a r e h o ld e r s ..................*$ 94,356.52 $ 3 ,2 5 7 ,9 2 1 .3 4  $ 5 ,3 8 4 ,3 5 5 .8 7
C lass C P re fe rred  S to c k ............................................................. ...................... ..  4 9 0 ,3 2 5 .0 0  4 8 9 ,3 7 5 ,0 0  ..........................

E q u ity  o f C om m on S h a r e h o ld e r s .........................................................584,681.52 $ 2 ,7 6 8 ,5 4 6 .3 4  $ 5 ,3 8 4 ,3 5 5 .8 7

R ep resen ted  b y :
C om m on S to c k ..................................................................................................... $ 1 1 4 ,9 9 5 .0 0
S u rp lu s  o r Deficit, a s  a n n e x e d ...................................................................  *600,599.46

E xcess o f C ost o f S h a re s  o f  S u b s id ia r ie s  O ver E q u it ie s  in
N et W o rth  a t A c q u is it io n .............................................................. ..  *99,077.06

$ 4 2 6 ,2 9 8 .2 5  $  3 8 4 ,2 5 6 .2 5  
2 ,3 4 2 ,2 4 8 .0 9  5 ,0 0 0 ,0 9 9 .6 2

E q u ity  o f C om m on S h a r e h o ld e r s .......................................................................*$584,681.52  $ 2 ,7 6 8 ,5 4 6 .3 4  $ 5 ,3 8 4 ,3 5 5 .8 7

* Italics denote red figures.



(Consolidated oftaiement o f  anted GJurfylus

For the Ten Year Period Ended March 31,1946

D efic it, A p ril 1, 1 9 3 6 ........................................................................................................................................................................... S 6 0 0 ,5 9 9 .4 6 *

N et in co m e fo r th e  ten  y e a r s  en d ed  M arch  3 1 , 1 9 4 6 ............................................................ .. ....................................  8 ,080/ 105 .13

„  . 7 ,4 7 9 ,8 0 5 .6 7
A d d it io n s :

E xcess o f p ro ceed s o f  d ire c to r ’s l if e  in su ra n c e  o v e r  cash  su r re n d e r  v a lu e  $  5 7 ,5 7 9 .3 5
U n rea liz ed  fo re ig n  e x c h a n g e  g a in s  from  co n vers io n

o f fo re ign  n e t a s s e ts  to  d o l la r s .........................................................................................  1 ,4 1 9 .4 0
5 8 ,9 9 8 .7 5

D e d u c tio n s : 1 ,5 3 8 ,8 0 4 .4 2

A d d itio n a l ch arges  fo r lo s se s  and  exp en ses ap p lic ab le
to  p erio d  p r io r  to  M arch  31 , 1 9 3 6 .............. ..................................................................................................... ..  1 7 5 ,8 6 8 .8 6

' , , . .  , - r  7 ,3 6 2 ,9 3 5 .5 6
O th er c h a rg e s  to a d ju s t  v a lu a tio n  oi a s s e ts :

A p p ra isa l in c re a se s  re m a in in g  in  p ro p erty  a c c o u n ts  a t  M arch  3 1 , 1940

E xcess o f co st o f  sh a re s  o f su b s id ia r ie s  a c q u ire d  in  p rio r 
y e a r s  o ver e q u it ie s  in n et w orth  at d a tes  o f a c q u is it io n , 
less $ 1 5 ,4 0 0  c h a rg ed  P a id -in  S u r p lu s ........................................................................

P a r  v a lu e  o f 9,229*12 sh a re s  com m on sto ck  is su ed  to  h o ld e rs  o f  C lass  C 
6  per cen t c u m u la t iv e , p re fe rred  s to ck  le ss  212%  sh a re s  h e ld  in  t r e a s u r y . .

E xcess o f cost o ver p a r  v a lu e  o f 1 ,541  sh a re s  C lass  C , 6  p er cen t c u m u la t iv e , 
p re fe rred  sto ck  a c q u ire d  an d  r e t i r e d ......................................................................................

P rem iu m  on 1 8 ,0 3 4  sh a re s  5  p er cen t c u m u la t iv e , p re fe rred  s to ck ,
red eem ed  an d  c a n c e lle d ...................................................................... .. ..........................................

E xcess o f cost o ver p ar v a lu e  o f 1 1 8 .1 7 7 H  sh a re s  com m on sto ck  h e ld  in
t r e a su r y , le ss  $ 4 3 ,0 0 0  ch arged  P a id -in  S u r p l u s . ............................................................  3 1 8 ,7 2 8 .5 0

5 0 4 ,5 2 4 .1 3

D iv id en d s P a id : 6 ,8 5 8 ,4 1 1 .4 3

C lass A p re fe rred  s t o c k .....................................................................................   8 5 ,5 7 8 .2 5
C lass  B p re fe rred  s t o c k ...............................       9 2 4 .5 6
C lass C p re fe rred  s t o c k ............. .. ....................... . . . . . . ........................................................... 3 4 ,1 3 0 .5 3
P re fe r re d  sto ck  ............................................................    8 5 ,1 6 6 .9 1
C om m on s t o c k .......................................................................................................................................... 1 ,6 5 2 ,5 1 1 .5 6

1 ,8 5 8 ,3 1 1 .8 1

S u rp lu s , M arch  3 1 , 1 9 4 6 ....................................................... .......................................................................................................... $ 5 ,0 0 0 ,0 9 9 .6 2

* Deficit.

8 0 ,7 7 5 .1 8

6 5 ,4 6 2 .4 5

9 ,0 1 7 .0 0

1 2 .5 0 7 .0 0

1 8 .0 3 4 .0 0





1874-1946
7 2  Y e a rs  o f  P ro d u c in g  

A m e r ic a 's  P in e  W atches



D ietr ich  G ru en ’s g rea t am b itio n  w as to c re a te  a t r u ly  
fine w atch . Im bued  wi t h a love fo r h is  p ro fess io n  w h ich  
re q u ire d  th e  u tm o st in sk ill and  p rec is io n  c ra ftsm an sh ip , 
h is  e v e ry  th o u gh t and  effort w ere  tu rn ed  tow ard  p ro d u c­
ing  w atch es o f p ro u d  and ad m irab le  q u a lity .

T h u s , in  th e  v e ry  b eg in n in g  in  1874 w hen  D ietrich  

G ruen  e s tab lish e d  th is  b u s in ess  w ith  the m odest c ap ac ity  
o f ten  w a tch es  p e r  d ay , d id he se t th e  h ig h  s tan d a rd s  th a t 
w ere  to  becom e sac red  trad it io n s  w ith  th is  C o m p an y— 
trad it io n s  w h ich  h ave  b een  m a in ta in ed  th ro u g h o u t th e  
sev en ty -tw o  y e a r s  o f G ruen h is to ry  an d  p ro g ress .

C om ing  to  A m erica  in 1867 a f te r  y e a r s  o f ted io u s and 
p a tien t a p p re n tic e sh ip  in S w itze r lan d  and  o th e r  co u n tr ie s  
in  E urope, M r. G ruen w as en gaged  in  C o lu m b u s, O hio,

as a  w atch  re p a irm an . In th is  c ap ac ity  h e  d ec lin ed  even  
to w ork on a n y  excep t the fin est w atch es b ro u gh t to  h im .

In  1874, D ie tr ich  G ruen , b e liev in g  th a t a v e ry  fine 
w atch  w ould  find a  re a d y  m ark e t, e s tab lish ed  h is  own 
w atch  fa c to ry  in  C o lu m b u s. B ecau se  c a re fu l s e a rc h  r e ­
v ea led  to M r. G ruen  th a t th ere  w ere  th en  few . if  a n y , 
w a tch m ak ers  in  A m er ic a  w ho co u ld  m eet h is s tan d a rd s , 
he r e lu m e d  to  S w itz e r lan d , th e  so u rce  o f th e  w o rld ’s 
finest w atch m ak ers , d esign ed  the first G ruen  m ovem en t 
m ade an d  b ro u gh t to C o lum bus th e  p lan s  an d  a  sm a ll 
o rgan iza tio n .

B y th e  1880 ’s , G ruen  w atch es  w ere  so  w e ll re ce iv ed  
that th e  m arket a lw a y s  exceed ed  th e  c a p a c ity  to p ro d uce  
and it was th en  th a t D ie tr ich  G ru en  in a u g u ra te d  a bo ld  
exp an sio n  p ro gram . He es tab lish ed  th e co m p an y ’s own 
m ovem en t fa c to ry  in  S w itz e r lan d  to  au g m en t A m erican  
p ro d u ctio n  an d  a f te r  a  few' y e a r s  m oved from  C o lum bus 
to  C in c in n a ti. T o  fu lf ill a  d e s ire  to m arke t a  com p lete 
w atch , th e  G ruen  C om pany p u rch a sed  a  case  m an u fac ­
tu r in g  o rgan iza tio n .

G ru e n  h ir s ts
T h e p resen t p ic tu re sq u e  T im e H ill p lan t w as com p leted  

and  o ccu p ied  in  1917 .
A long w ith  the u n w a v e r in g  s tan d ard s  o f  q u a l it y ,  D ie t­

r ic h  C ru en  and  h is  two sons, G eorge I . and F red  G. G ruen 
w ho jo in ed  th e firm  in  th e  1890 ’s, w'ere to  e s tab lish  n u ­
m ero us p ro g ress iv e  in n o v a tio n s  both  in  w atch  m a n u fac ­
tu re  an d  m erch an d is in g .

G ruen  w atches w ere  th e  first so ld  w ith  m o vem en t and  
case  a s  one u n it , th e  first so ld  in  a  box, th e  first n a t io n a lly  
ad v e r t ised , th e  first re ta ile d  w ith  p rice  e s tab lish ed  b y  th e  
m a n u fac tu re r . A m ong th e  re v o lu t io n a ry  in n o v a tio n s  in  
m an u fac tu re  w ere  p ro d u ctio n  o f: th e  firs t stem -w in d  
w atch  in A m erica , th e  first s ize  s ix tee n  p o cket w atch , 
th e  first P en tago n  pocket w a tch  and V eri-T h in , th e  first 
a c c u ra te  th in  w atch .



giving m enca

G ru e n  C o n tr ib u te o m
B elow  a re  p art o f th e  G ruen  co n tr ib u t io n s  to 

th e  a r t  o f fine w a tc h m ak in g , an  a r t  w h ic h  h as  
m ade G ruen  A m er ic a ’ s c h o ic e  s in c e  1 8 7 4 :

1 8 7 4 — G ruen  p aten ted  th e  s a fe ty  p in io n , a te c h ­
n ic a l a c h ie v e m e n t in  g en e ra l u se  to d ay ,

1 8 7 8 — G ruen  m ad e the first s ix te e n  size  w atch  
w h ich  b ecam e th e  s tan d a rd  s iz e  ra ilro ad  

w atch  in  A m er ica .

1896— T h e firs t w atch  co m p an y  to se ll co m p le te ­
ly  cased  w a tch es  in  b e au t ifu l boxes w ith  
r e ta i l  p r ic e  e s tab lish e d  by m a n u fa c tu re r .

1902— T h e  G ruen  V er i-T h in , th e  first a c c u ra te  th in  pocket w a tch .

1908— In tro d u c tio n  on a  w id e  sc a le  o f w r is t  w a tch es  fo r la d ie s .

1 9 1 0 — T h e firs t w a tch  co m p an y to  a d v e r t is e  on n a t io n w id e  s c a le .

1915— P re se n ta t io n  o f  first p la tin iz ed  d ia ls  w ith  n u m e ra ls  ap p lied  in so lid  go ld .

1 9 1 8 — W r is t  w a tch es  fo r m en  in tro d u ced  on n a t io n w id e  s c a le .

1921—  T h e  first C a rto u c h e , re p re se n t in g  n o tab le  ad v an c e  in m o vem en t m a n u fa c tu re  
in th a t an  o va l m o vem en t w as m a n u fac tu re d  an d  fitted  in s id e  an  o va l case .

1922—  T h e P en tago n  V er i-T h in . M an u fac tu red  to rem a in  u p r ig h t in  th e  pocket.

1924—  T h e U ltra  V eri-T h in  in tro d u ced  in th e  F if t ie th  A n n iv e r s a r y  w atch .

1925—  T h e  p a ten ted  G ruen  Q u ad ro n , th e  first r e c ta n g u la r  m o v em en t.

1930— G ruen  co n tr ib u te d  th e  b ag u e tte  m o v em en t to th e  s c ie n c e  o f w a tch m ak in g .

Complete caned and bored 
tmimes were firs! sold by Cruen in !K!Hi These were first Imres used in industry.



Gr y v u e n s lo a e r n
IN F I N E  W A T C H M A K I N G

M aste r  c ra ftsm en  h ave  p ro duced  w atch es in  S w itze r lan d  
for h u n d red s o f y e a rs  and  in A m erica  for th e  la s t  c e n ­
tu r y , but it  rem a in ed  fo r G ruen  to c re a te  th e  two m ove­
m en ts  w h ic h  can  ju s t ly  be c a lled  m odern  m ira c le s— th e  
G ruen  C u rv ex  and  the V eri-T h in .

T he C u rv ex , m ost fam o us o f the C o m p an y ’s ad v an c es , 
is  th e  m ost r e v o lu t io n a ry  d eve lo p m en t in w atch m ak in g  
in  th e  la s t  3 0 0  y e a rs . F ar ah ead  o f th e  in d u s tr y , C u rv ex  
w as c rea ted  by H enri T h ieb au d , s in ce  1935 d ire c to r  g e n ­
e ra l o f y o u r  C o m p an y ’s fa c to r ie s  in  S w itz e r lan d . F o r the 

first tim e in  h is to ry  o f w a tch m ak in g , a  tim ep iece  h ad  been  d esigned  in  w h ich  bo th  the 
m o vem en t an d  th e  c a se  w ere  cu rv ed  top and  bottom  to fit th e  w r is t . P ro tec ted  by p at­
en ts , th e  C u rvex  p r in c ip le  rem a in s  th e  e x c lu s iv e  p ro p erty  o f vo u r C om pany u n t i l  1959 . 
A t top r igh t, is th e  C u rv e x  b lu ep r in t w h ich  s im p ly , y e t  g ra p h ic a l ly , i l lu s t r a te s  th e  e x ­
ten t o f th e  im p ro v em en t o f th e  C u rv ex  m ovem en t o ver th e  o ld -typ e  m o vem en t.

A lre ad y  an  o u ts ta n d in g  a cco m p lish m en t, th e  G ruen  V eri-T h in  w as m ade s t i l l  
th in n e r  by T h ieb au d , w ith  ex trem e  a c c u ra c y  an d  d e p e n d a b ility . T h e  lo w er i l lu s t r a ­
tion  a t r ig h t sh o w s th e  fu n d a m en ta l p r in c ip le  o f th e  V eri-T h in  and  d em o n stra te s  its  
su p e r io r ity  over o rd in a ry  m o vem en ts .

Below  is a  p h o to g rap h  o f G ru en ’s P rec is io n  P la n t a t B ien n e , S w itz e r la n d , o n e  o f 
th e  v e ry  finest w a tch  m a n u fa c tu r in g  p la n ts  in  th e  e n t ir e  w o rld .

The Gruen Ven Thu* patented m o t* 
m ert combmei Ptecnion accuracy m fh 

modem sfm m tm ed Ihm ites



These photographs are a few scenes from 
G ram 's  wholly-owned m anufacturing plant 
in Sw itzerland. This is one of the finest and 
most complete watch m anufacturing plants 
in the world. T he u ltim ate in  cleanliness, 
and with superb conditions of ligh t and 
ventilation , the in terio r is conducive to ex­
cellen t work. At right is an ultra-precision 
grinding m achine which works to w ithin 
4/100,OOOths of an inch for complete ac­
curacy- Below, left, the ebauche manufac­
turing departm ent is shown at top and be­
neath that, the final assembly departm ent. 
A t right, below, is the inspection control 
departm ent.



. . , C u rv e x — th e  m o s t fa m o u s  G ru e n  ’f i r s t ’

M ost fam o u s o f a ll  G ruen  '" firs ts"  is  th e  G ruen  C u rv ex , o r ig in a ted  in  1935 and  

an n o u n ced  in  1936. w ith  p aten ted  m ovem en t cu rved  to fit th e  w ris t. T h e  first re a lly  

new w atch  in 300  y e a rs , th e  C u rv ex  w as accep ted  by th e  p u b lic  a s  a  t r u ly  g re a t 

in n o v a tio n  re su lt in g  in trem en d o u s re co gn it io n  for y o u r  co m p an y .

, . . C u rv e x  f o r  W om en is  T re m e n d o u s  H i t
In 1936 , G ruen b ro ugh t fo rth  th e  fe m in in e  co u n te rp art o f th e  m an ’s C u rv ex , th e  

C u rv ex  for w om en ! D esp ite its  d a in ty , fe m in in e  design  an d  sm a ll c a se , th e  C u rv ex  

fo r w om en was a  trem en d o u s h it  w ith  lad ie s  th ro u g h o u t A m erica  w ith  sm art 

ta s te s  an d  th e  d e s ire  fo r the d is t in c t iv e .

. . . A. N e w  a n d  G re a te r  C u rv e x

E ven m ore re v o lu t io n a ry  th an  th e  o r ig in a l w as th e  ad v an c ed  G ruen  C u rv ex  p re ­

sen ted  to  th e  p u b lic  in  1937 ! L abeled  " th e  cu sto m -cu rved  w a tc h ,”  its  m o v em en t 

a r c  w as tw en ty -fiv e  per cen t g re a te r  th an  th a t o f its p red ecesso r ,, a llo w in g  m o re  

sp ace  fo r w o rk ing  p arts  . , . p ro d u c in g  g re a te r  P rec is io n  a c c u ra c y !

. . . G ru e n  C re n te s  th e  W ris t~ s id e  C u rv e x

F ar ah ead  of th e  tim es w as th e  p ra c t ic a l W r is t -S id e  C u rv ex , to be w orn  on th e  s id e  

o f th e  wTist! T h e p u b lic  was not q u ite  re a d y  fo r su ch  a fu n c t io n a l m ode l, an d  G ruen  

pu t th is  m odel a w ay  fo r su b seq u en t re - in tro d u c t io n .



m m ericas
mm

. . . A  N e w  a n  J  T i l l  n n e r  V e r i - T h in

A n o th er G ruen  w a tch m ak in g  m ira c le  . . . th e  new  p a ten ted  \ e r i - l h in  based  on a 

d ifferen t p r in c ip le  th a n  th e  o r ig in a l \ e r i-T h in  p ocket w a tch , w ith  s id es an d  en d s 

m u ch  s lim m er ! I ts  w o rk in g  p a r ts  fu ll-s ized  fo r m ax im u m  a c c u ra c y , G ru en  V eri-T h in  

is  th e  th in n e s t  p o p u la r  p r ic ed  w atch  to d ay .

. . . D e m a n d  E xce e d s  C a p a c ity  to  P ro d u c e

A lth o u gh  in  each  su c c e s s iv e  y e a r  s in ce  1936 , th e  d em and  for G ruen  w atch es had 

exceeded  th e  c a p a c ity  to  p ro d u ce , the m erch an d ise  defic it b ecam e so  g re a t in  1940 , 

th e  la s t  p re-w ar y e a r ,  th a t  it  w as n e c e s sa ry  to  e s tab lish  a  q u o ta  s y s te m  for d is t r i­

b u tio n  o f G ruen  w a tch es  to  o u r  je w e le rs . T h e  q u o ta  p lan  s t i l l  is  in  effect.

. . . G ru e n  G oes  to  W a r
D u rin g  th e  w ar y e a rs  G ruen  d evo ted  its  sk i ll  an d  kn o w led ge  to th e  m an u fac tu re  of 

p rec is io n  in s tru m e n ts  fo r th e  A rm ed F orces. D u rin g  th ese  sam e y e a r s ,G ru e n  d es ign ers  

c rea ted  the 2 4 -h o u r d ia l P an  A m erican  w atch , w h ic h  w as adop ted  by P an  A m erican  

W o r ld  A irw ay s  a s  o ffic ia l w a tch , u sed  b y  the A rm ed F o rces , th en , a l t e r  th e  w ar, m ade 

av a ila b le  to th e  b u y in g  p u b lic .

. . . A n d  W h a t  o f  th e  T u tu r e ?
T h is  y e a r  w ill b r in g  fo rth  s t i l l  m ore in n o v a tio n s  w h ich  w ill keep  y o u r  C om pany in  

th e  fo re fro n t o f th e  in d u s t r y .  D evelopm en ts a lre a d y  fa r  a lo n g  a r e  to  be p re sen ted  to 

th e  p u b lic  th is  f a l l— w atch  fo r them . N ew  w a tch es  an d  g re a te r  s e rv ic e  w ill  keep  

G ruen  w atch es in  th e ir  en v ia b le  p o s itio n — A m e r ic a ’s  C h o ice . ’



A lm ost in co m p reh en s ib le  to the av e rag e  la y ­
m an is th e  m in u te n e ss  o f th e  p arts  th a t m ake 
up a w atch  m o vem en t. S h o w n  here , m an y 
tim es its  a c tu a l s ize  is a  b a lan ce  w h ee l, c o n ­
ta in in g  in f in ite s im a l sc rew s an d  w ash ers , 
som e a lm o st in v is ib le  to th e  n aked  e y e . 
S m a ll w onder that th e  w a tc h m a k e r ’ s m ost 
v a lu ab le  a sse ts  in c lu d e  u n lim ite d  p a tien ce  
an d  sk i l l fu l ,  s te ad y  h an d s.

A G ruen w atch  is  a m odern  ex am p le  o f P re ­
c is io n  a c c u ra c y  in th e  sm a lle s t m ech an ism  
for g en era l u se  th e  w orld  h as e v e r  know n . 
E ach o f its  125 or so in f in ite s im a l p arts  is 
a  m ira c le  o f sk illed  c ra f tsm an sh ip — a prod­
uct o f p a in s tak in g  te c h n iq u e  . . .  its  a ssem ­
b led  m o vem en t th e  end  re su lt  o f  th e  w atch ­
m a k e r ’ s p a t ien ce , s k i l l ,  love o f h is c ra f t , and 
fa r-re ach in g  te c h n ic a l kn o w ledge .

H ands s k i l l fu l ly  tra in e d  in  th e  fine a r t o f 
w a tch m ak in g  fa sh io n  sp r in g s , je w e ls  and  
w h ee ls  in to  a  m ira c le  o f p rec is io n  a c c u ra c y . 
E very  w h ee l p e rfe c tly  b a lan ced  . . . e v e ry  
c a r e fu lly  c u t  ru b y  or sap p h ire  m o u n ted  p re ­
c is e ly  . . . e v e ry  t in y  sc rew  in  p la ce  . . .  a  
G ruen  w atch  b eg in s its a c t iv e  l ife  r ic h  in  the 
tr a d it io n — an d  p rac tice— o f G ruen  P rec is io n  
c ra ftsm an sh ip .



re c is io n tin e
i i

O ne o f th e  m ost im p o rtan t p arts  o f a  w atch  
— and one o f  th e  sm a lle s t— is the b a lan ce  
s ta ff  found  in  th e  c e n te r  o f the b a lan ce  
w h ee l. It . l ik e  e v e ry  o th er s in g le  e lem en t in  
a  G ruen  w a tch , m u st be c o n s tru c ted  w ith ­
ou t a  flaw . O n ly  th e  p a tien t s k i l l  o f m aste r 
c ra ftsm en  w o rk in g  w ith  h igh est q u a l it y  m a­
te r ia l  can  m eet th e  r ig id  s tan d a rd s  se t u p  by 
G ruen  in c re a t in g  P re c is io n  W atch e s .

In  th e  c re a tio n  of b e a u t ifu l w a tch es , th e  
d ia l p lays  an  im p o rtan t p art. Its co lo r , its  
s ty le , lend  m u ch  to the d is t in c tio n  an d  b e a u ty  
o f a  t im e p ie ce . N u m era ls  a re  pu t on w ith  
c a re — som e a re  en g rav ed , som e em bossed—  
som e stam p ed  on or en am e led . O thers h ave  
so lid  gold f igu res  o r d iam o n d s in  p lace  o f th e  
n u m e ra ls . D ia ls a r e  su b jec ted  to  th e  sam e 
c a re fu l in sp ec tio n  as  m o vem en ts .

T h e c ry s ta l is  th e  "w in d o w ”  o f a  w a tch . It 
m ust he f law le s s ly  c le a r , p e rfe c tly  sh ap ed , 
an d  o f a  fa u lt le s s  fit to m eet th e  h igh  G ruen  
s tan d ard s . From  the in it ia l  c u t t in g  o p era tio n  
to  the g r in d in g  an d  p o lish in g  step s , e ach  
c r y s ta l is  in d iv id u a lly  tre a te d , shaped  and 
fin ish ed  by h ig h ly  tra in e d  an d  sk illed  w o rk ­
m en . G ruen  m akes th e  g re a te r  p o rtio n  of 
its  ow n c ry s ta ls .
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G ruen  w as th e  first w a tch  to be a d v e r t is e d  in  m aga­
z in e  cam p aign s w ith  n a tio n -w id e  scope.

S in c e  e s ta b lish in g  th a t p reced en t, y o u r  C om pany 
h as en d eavo red  to m a in ta in  th e  p o sitio n  o f le a d e r ­
sh ip  in  w atch  a d v e r t is in g  in o rd e r to in c re a s e  c o n ­
s ta n t ly  the w ide p u b lic  a c c e p tan c e  o f  G ruen  w atch es . 
F o r exam p le . G ruen  has been  co n s is te n tly  ad v e r t is e d  
in  th e  Saturday Evening Post s in ce  1910 , w ith  a  to ta l 
o f 2 20  G ruen  ad s h av in g  been  p u b lish ed  in  th a t one 
m agaz in e  d u r in g  th o se  th ir ty -f iv e  y e a r s . S in c e  th e  
1910  b eg in n in g , a ll  th e  le ad in g  n a t io n a l m agaz in es 
su c h  as Life, Time, Newsweek, Collier's, American 
Weekly, Fortune, Esquire. National Geographic, 
I ague. Mademoiselle, an d  m an y  o th e rs , have been 
used  to  c re a te  G ruen  p re s t ig e  an d  accep tan ce .

T he v a lu e  o f co n s is te n c y  an d  c o n tin u ity  is  em ­
p hasized  b y  th e  fact th a t in d ep en d en t re ad e rsh ip  
su rv e y s  m ade by th e  p ro m in en t S ta rc h  o rg an iza t io n  
p ro ve  th a t G ruen ads e a ch  y e a r  re ach  a  la rg e r  n u m ­
ber o f peop le th an  in p re c ed in g  y e a r s . T h e  C h ris tm as , 
1945  fo u r-co lo r, fu ll p age  ad  had  the h ig h est re ad e r­
sh ip  ra t in g  o f a n y  ad  e v e r  p u b lish ed  in  th e  w atch  
in d u s try .

R ad io , too, is  m ost im p o rtan t in  c re a t in g  con ­
su m er goodw ill. Y our C o m p an y ’s sch ed u le  o f T im e 
S ig n a ls  is  c a r r ie d  on rad io  s ta t io n s  from  coast to 
co as t, re a ch in g  an  e s t im a te d  au d ie n c e  o f 3 0 ,0 0 0 ,0 0 0  
perso n s d a ily .

S u p p lem en tin g  th is , G ruen  has been  acco rded  th e  
w id est reco gn itio n  and  a c c la im  th ro u gh  n u m ero u s 
p u b lic ity  m ed ia . S p o n so rs  o f m ore th an  tw en ty  tr a n s ­
c o n tin e n ta l n e tw o rk  sh o w s, reco gn iz in g  th e  v a lu e  
o f the G ruen  n am e and  its sev en ty -tw o  y e a r  re p u ta ­
tio n . b roadcast th e  G ruen  id e n t ity  to  m illio n s  upon 
m illio n s  o f l is te n e rs  e ach  w eek .

D ozens o f fu ll- len g th  fe a tu re  m otion  p ic tu re s  an d  
n e w sre e l seq u en ces  w ill d isp la y  th e  G ruen  id e n t ity  
to u n to ld  m illio n s  in  1946 as  th e y  h av e  h ere to fo re .

F u r th e r , an  ex cep tio n a l re co gn it io n  cam e to G ruen  
w atch es w hen  th e y  w ere  se le c ted  by g lobe c irc lin g  
P an  A m erican  W o rld  A irw ay s , as  th e  o ffic ial w atch  
o f a ll  th e  a ir l in e ’s e x te n s iv e  o p era tio n s .

A ll th ese  p o w erfu l n a t io n a l fo rces  co m b in e  to c r e ­
a te  th e  w idest a c ce p tan ce  o f G ru en — an acce p tan ce  
w h ich  a c tu a lly  is  a trem en d o u s p o ten tia l m arke t.

T o a ss is t  G ruen  je w e le rs  to co n v e r t th is  p o ten tia l 
m a rk e t in to  ac tu a l sa le s , y o u r  C om pany h as e s tab ­
lish ed  the o n ly  5 0 / 5 0  N ew spaper A d v e rt is in g  P lan  

in th e  w atch  in d u s tr y . U n d er th is  p lan , G ruen  p ays 
h a lf  the co st o f lo c a l d ea le r  n ew sp ap er a d v e r t is in g  
in w h ich  G ruen is th e  o n ly  w atch  a d v e r t ise d  an d  in  

a >  w h ich  at le a s t sev en ty -f iv e  p e r  cen t o f th e  sp ace  is 
devo ted  to G ruen .

A n n o u n ced  in  J u ly ,  1945 , th e  50/ 50  P lan  was an  
in s tan tan e o u s  su c c e ss , and  tr ip led  in  the first s ix  
m o n th s the n ew sp ap er sp ac e  devo ted  to G ruen  
w a tch es . U n d er its  o p era tio n  je w e le rs  p u rch ased  
th ro u gh  D ecem ber 3 1 , 1945 , ap p ro x im ate ly  5 ,0 0 0  
ads to ta lin g  1 ,5 0 0 ,0 0 0  lin e s  in w h ich  G ruen  w atch es 
w ere  ad v e rtised  e x c lu s iv e ly .

In  a d d it io n  to  th e  5 ,0 0 0  e x c lu s iv e  ad s , m ore th an
1 2 ,0 0 0  o th e r  ad v e rtisem en ts  fe a tu re d  G ruen  in  sp ace 
to ta lin g  6 5 0 ,0 0 0  lin e s  fo r a  g ran d  to ta l o f 2 ,1 5 0 ,0 0 0  
l in e s , eq u a l to  th e  e n t ire  sp ace  in  an  av e rage  m etro ­
p o litan  d a ily  paper d u r in g  a f ifty -d ay  period .

S u p p le m e n tin g  ad-m at books p rov ided  u n d er the 
5 0 / 5 0  P la n , y o u r  C om pany fu rn ish e s  jewre le rs  w ith  
a  m o st co m p reh en s iv e  a r r a y  o f po in t-o f-sa le  p ro ­
m o tio n a l m a te r ia l , w h ich  is i l lu s tr a te d  on th e  fo llow ­
in g  page .
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W h e re v e r  h u ge  crow ds g a th e r  a t th e  n a t io n ’s le a d in g  

spo rts  e v e n ts , th e re  y o u ’ll  find "G ru en  W a tc h  T im e”  

c lo cks c r e a t in g  p re s tig e  for th e  G ruen  n am e an d  m ak in g  

added  m illio n s  G ru en -co n sc io u s . N e a r ly  a l l  o f  th e  m ajo r 

le ag u e  b aseb a ll p ark s and  m ost o f th e  m a jo r h o rse­

ra c in g  e s tab lish m e n ts , w h ich  a t tra c t  m illio n s  e a ch  y e a r , 

a re  " t im e d ”  b y  G ruen . H uge G ruen  c lo ck s a to p  th e  

sco reb o ard s o r odds board s , f r e q u e n tly  c a tc h  th e  " e y e ”  

o f n ew sree l c am era s , an d  th e reb y  th e  G ruen  id e n t ity  

is  p laced  b efo re  m u lt itu d in o u s  th ea tre  au d ien ce s . O ther 

c lock  in s ta l la t io n s  a r e  in  a ir  te rm in a ls , c o lle g e  an d  m u ­

n ic ip a l s ta d ia , th e  N ew  Y o rk  M e tro p o litan  o p era , e tc .





G reat o rg an iz a t io n s  a r e  founded on  go ld  sto ck , cash  r e ­
se rv e s , p ro p e r ty . W ith o u t th e se  th e y  co u ld  not e x is t .

G reat o rg an iza t io n s  a re  built o f  flesh  an d  b lo o d —th e  l if e  
w ork of m en  an d  w om en . F o r go ld  s to ck , c a sh  re se rv e s  
an d  p ro p erty  can n o t make a n  o rg an iz a t io n  g r e a t—can n o t 
keep  it on th e  p in n a c le  o f  su c c e ss . T h a t jo b  goes to its  
e m p lo y e e s -  th e  m en an d  w om en  w ho m ake  a n  in a n im a te  
o rgan iza tio n  co m e a l iv e —m ake  it p ro g ress  an d  g ro w — 
w ith  h ard  w o rk , good m an agem en t a n d  a  fu n d  o f  id eas .

To th e  em p lo yees  o f T h e  G ruen  W a tc h  C o m p an y be longs 
m u ch  c red it fo r  G ru en ’s  o u ts ta n d in g  p la c e  in  in d u s tr y . 
T h e em p lo yees o f  G ruen  a r e  th e  h e a r t  an d  so u l, th e  v e ry  
v ita l c e n te r  o f  its  a c t iv it ie s .  E ach  an d  e v e ry  m an  o r 
w om an , no  m a tte r  w h at h is  o r  h e r  jo b , is  re sp o n s ib le  fo r 
G ruen ’s p re s t ig e  an d  re p u ta t io n , h e r  am az in g  g ro w th  to  
a  p lace  o f  e n v ia b le  e m in e n c e  in  th e  b u s in e ss  w o rld .

L o ya lty , in d u s tr y , a d a p ta b ility , o u ts tan d in g  s k i l l—th e se  
a re  th e  q u a l it ie s  w h ich  G ruen  em p lo yees p o sse ss— th ese  
a re  th e  q u a l it ie s  th a t h av e  m ad e th e  n am e G ruen  g re a t .

" f- > ^  V
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E arly  in A u g u st , 1945 , an  A rm y A ir F o rce  B -29 dropped the w orld - 
s ta r t lin g  atom  bom b on H iro sh im a. A  few  d ays la te r  an o th e r  h it N agasak i. 
Two w ere  en o u gh . S h o r t ly  th e re a fte r , Jap an  su rre n d e re d  an d  th e  a l l ie s ’ 
jo y o u s  v ic to ry  w as a tta in e d .

A fte r re v e la t io n  of th e  atom  bom b to th e  w o rld , and  th e  " M a n h a tta n  
P ro je c t"  was str ip ped  o f its s e c re c y , y o u r  C o m p an y was ad v ised  b y  R . B. 
S p ro u l, p res id en t o f th e  U n iv e rs ity  o f C a lifo rn ia  w h ich  op era ted  th e  Los 
A lam os S c ien tif ic  L ab o ra to ry  w h ich  did m u ch  in  th e  d eve lo p m en t o f th e  
bom b, th a t G ruen  p rec is io n  in s tru m en ts  p la y ed  th e ir  p art in  th e  c re a tio n  
o f th e  atom  bom b.

' Y ou an d  y o u r  a sso c ia te s  a r e  e n tit le d  to fee l th a t yo u  h av e  had  a  sh a re  
in th is  im portan t w o rk ,”  M r. S p ro u l ad v ised .

In s t r u m e n t  W o rk  W in s  A r m y - N a v y  " E ”
T h is in fo rm atio n  added to th e  ju s t if iab le  p ride y o u r  C o m p an y  a lr e a d y  

had taken  in h av in g  been  aw arded  th e  A rm v-N avy "E ”  fo r e ff ic ien cy  in  
p roduction  o f P re c is io n  in s tru m en ts  fo r w ar u sed  b y  a l l  b ran ch es  o f th e  
A rm ed F orces.

B eg in n in g  sh o r t ly  a f te r  P e a r l H arbor, G ruen  te c h n ic ian s  an d  the best 
o f th e  C o m p an y ’s w a tch m ak in g  ex p erts , e n te r in g  a  field co m p le te ly  fo re ign  
to  th e ir  e x p e r ien ce  an d  b ackgro u n d , su c c e s s fu lly  a n d  ra p id ly  e s tab lish ed  
th e  W a r  In s tru m en t D iv is io n . P ro d u c tio n , w h ich  go t u n d e r w ay  m ore 
th an  th ree  m o n ths e a r l ie r  th an  p ro m ised  o r a n t ic ip a te d , w as su ffic ien t 
th ro u gh o u t th e  w ar y e a rs  to m ore th an  m eet the re q u ire m e n ts  o u r  G overn ­
m ent asked  of Y o u r C om pany.

In fa c t , en g in ee rs  at T im e  H ill developed  te c h n iq u e s  an d  m a n u fac tu r in g  
p rocesses w h ich  w ere  re v o lu t io n a ry  in  the in s tru m e n t in d u s tr y , an d  w ere 
adopted  by ’ o ld - lin e”  in s tru m e n t m a n u fa c tu re r s  to speed  up th e ir  own 
p ro d u ctio n .

W a r  in s tru m en t p ro d u ctio n , rew arded  w ith  th e  A rm y-N avy  " E ” , and  
co n tr ib u t in g  to th e  d efea t o f o u r ty r a n n ic a l en em ie s  is  rega rd ed  as t r u ly  
G ruen ’s  g re a te s t ach iev em en t.

In ad d itio n  to p rec is io n  in s tru m en ts , an  am p le  q u a n t it y  o f w a tch es  
w ere  rece iv ed  by th e  A rm ed F orces th ro u gh o u t th e  w ar fro m  y o u r  C om ­
p an y .

T h e num b er o f m en from  T im e H ill w ho se rv ed  in  th e  A rm ed F orces in 
d e fen se  o f o u r c o u n try  is  e q u a l to fo r ty - th re e  p e r  cen t o f th e  to ta l m en 
em p loyed  on P ea r l H arbor dayr. G ruen ’s w om en  em p lo yee s  a lso  w ere  w ell 
rep re sen ted  in th e  A rm ed  F o rces . T h e y  se rv ed  w ell in  e v e ry  th e a tre  o f
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o p e ra tio n s , w ith  a n o tab le  p e rc en tag e  h av in g  becom e officers of h igh  ra n k . 
T h e ir  a c c u m u la te d  to ta l o f aw ard s  an d  d eco ra tio n s , in c lu d in g  the P u rp le  
H eart , is m ost im p ress iv e . O f a ll th e  G ruen  p erso n n e l w ho w ent in to  th e  
A rm ed  F o rces , th e re  w as o n e , Jo h n  Steffen  o f th e  H o ro lo g ica l D ep art­
m en t. who gav e  h is  life  fo r h is  c o u n tr y . T h is  lo ss is d e e p ly  reg re tted , 
an d  th e re  is  a  fe e lin g  o f th a n k fu ln e ss  th a t th e  fa tes o f w a r  sp ared  yo u r 

C om pany o th e r  lo sses .
G ru en 's  r e tu rn in g  v e te ran s  a re  w elcom ed  back to th e ir  jo b s , an d , a s  a 

to ken  o f c o rd ia l it y ,  y o u r  C om pany p re sen ts  e ach  one w ith  a  V ic to ry  Bond.

A d v e r t is in g  S u p p o r ts  War Iz f fo r ts
From  o ne w eek  a f te r  P e a r l H arbo r u n t i l  p ast V -J D ay , a  la rg e  p o rtio n  

o f th e  p o w erfu l G ruen  ad v e r t is in g  cam p a ig n s on the rad io  and  in  m aga­
z in e s , w as u sed  e x c lu s iv e ly  to  su p p o rt v a r io u s  go v e rn m en ta l w ar effo rts, 
su ch  as  W a r  Bond D riv e s , sa lv age  cam p a ign s , e tc . T h ree  fu ll-p age  G ruen  
ad s , p u b lish e d  in  se v e ra l le ad in g  n a t io n a l m agaz in es, w ere  aw ard ed  c it a ­
tio n s b y  th e  W a r t im e  A d v ert is in g  C o u n c il a s  b e in g  o u ts tan d in g  am o n g  a l l  
w a r effort ad s p u b lish ed  th ro u gh o u t th e  co u n try  b y  h u n d red s o f in d u s­

tr ie s .
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U n co m p ro m is in g  fa ith  in  th e  fu tu re  o f  th is  co u n try , th e  A m er ican  je w e le rs , and  th e  a b il ity  o f y o u r  
C om pany to hold its  p o sitio n  o f le a d e rsh ip  is  b eh ind  th e  d ec is io n  o f th e  m an agem en t, w ith  th e
ap p ro va l o f y o u r  B oard , 'fo e n te r  in to  a  milli< 
fa c il it ie s  a t T im e H ill b y a t  le a s t f ifty  p er ceni 
w ay a t  o u r fa c to ry  a t T im e  H ill. B ien n e , S w i

In C in c in n a t i, an  ad d itio n  to th e  p re sen t b u ild in g  an<Ta co m p le te ly  new  b u ild in g  a re  an t ic ip a te d  
in th e  a r c h ite c t ’s  d raw in g  show n  above . A d d it io n a l m a n u fa c tu r in g  an d  office sp ace  w ill be p ro v ided  
a lo n g  w ith  a c a fe te r ia  io r  a l l  p erso n n e l a n d  new  q u a r te r s  for T h e G ruen  W a tc h m a k in g  In s t itu te . 
W o rk  w ill be s ta r ted  as soon  as p o ss ib le .

m -dollar exp an s io n  p rogram  w h ich  w jJ L p c r e a s e  th e  
I. A s im ila r  f if tv p e r  cen t exp an s io n  p fdgram  is u n d er-
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G r u e n ’s O b l ig a t io n
E arly  in  1943 w hen  s t i l l  a  c o m p ara t iv e ly  few  m en had been  d isch a rg ed  

from  th e  A rm ed F o rces , y o u r  C o m p an y , r e a liz in g  its  o b lig a t io n  to re n d e r 

a s  m u ch  a s s is tan c e  as p o ss ib le  to  v e te ran s  o f W o rld  W a r  II , e s tab lish e d  

T he G ruen  W a tc h m a k in g  In s titu te . T h is  in s t i tu te  offers an  o p p o rtu n ity  

to v e te ran s  to le a rn  one o f th e  w o rld 's  m ost sk ille d  and  h o n o red  a r t s —  

the a r t o f w a tch m ak in g . A lth ou gh  fo r th e  first few  m o n ths o f 1943  th e 

go vern m en t ag en cy  su p p ly in g  can d id a tes  fo r th e  in s t itu te  had d iff icu lty  in  

p ro cu r in g  a ll th e  m en w e co u ld  tr a in , th e  sch o o l is now  filled  to c a p a c ity  

and  has a w a it in g  l is t  o f se v e ra l h u n d red . A m ong th e  first e s tab lish m en ts  

in th e  n a tio n  to tra in  v e te ran s  o f W o rld  W a r  II , th e  in s t itu te  has re c e iv ed  

m uch p ra ise  and  c red it th ro u gh  th e p ress  and  rad io  an d  h as se rv ed  a s  an  

exam p le  fo r o th er tr a in in g  in s t itu t io n s .

P la n s  o f  S tu d y
A fte r s ix  m o n th s ’ tr a in in g , a  v e te ran  can  e le c t  to co n tin u e  h is  t r a in in g  

or accep t em p lo ym en t wi th y o u r C om pany. A t th e  end  o f tw e lve  m o n th s 

s tu d y , a  v e te ran  is q u a lif ied  to accep t em p lo ym en t a s  an  a p p re n tic e  w a tc h ­

m aker w ith  y o u r  C o m p an y or in a n y  o th e r  w atch  fa c to ry , je w e lr y  s to re  

or trad e  shop .

P r o f i ta b le  G a re e rs  f o r  W a r -W o u n d e d
A m ong th e  tra in e e s  in  th e  in s t itu te  a re  m en w ho , b ecau se  o f w ar in ­

ju r ie s , w o u ld  not be ab le  to accep t em p lo ym en t re q u ir in g  m ore p h y s ic a l 

a c t iv ity . W a tch m a k in g , th e re fo re , offers a  sp len d id  o p p o rtu n ity  to  d is ­

ab led  m en to earn  an e x c e lle n t l iv e lih o o d  in  a n  in te re s t in g  o ccu p a tio n . 

M ore th an  h a lf  th e  2 4 ,0 0 0  je w e lry  s to re s  in  A m er ica  to d ay  a r e  owuied b y  

m en who m ade m odest s ta r ts  as w atch  re p a irm e n  an d  g r a d u a lly  exp an d ed  

in to  su c c e ss fu l je w e lr y  m e rch an ts . In e v ita b ly , p art o f th e  v e te ran s  in 

T h e G ruen  W atch m a k in g  In s t itu te  to d ay  w ill  so m ed ay  be su c c e ss fu l 

and  p ro sp ero u s je w e le rs .
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T o  th  e S h a re h o ld e rs  o f  T h e  G ru e n  W a tch  C o m p a n y :
On b e h a lf  o f y o u r  B oard  o f D ire c to rs , I am  h ap p y  to p re sen t th is  rep o rt o f th e  o p e ra tio n s  o f y o u r  C o m p an y fo r 

th e  fisca l y e a r  en d ed  M arch  3 1 , 1947 , w h ich  o n ce  ag a in  was th e  m ost su c c e s s fu l in  th e  h is to ry  o f y o u r  C o m p an y .

O p e r a t in g  R e s u lts
C o n so lid a ted  n et profit fo r th e  y e a r  am o u n ted  to $ 2 ,6 4 0 ,3 7 5 .6 8  b efo re  ta x e s , an d  8 1 ,5 5 2 ,2 2 8 .3 7  a f te r  a ll  ch a rg e s  

an d  ta x e s , as  co m p ared  w ith  co n so lid a ted  n et profit o f $ 2 ,5 3 1 ,5 5 2 .7 6  befo re  ta x e s , and  $ 1 ,0 7 1 ,8 3 7 .3 8  a f te r  

ta x e s , fo r th e  p reced in g  fisca l y e a r . B ased  on th e  384 ,256*4  sh a re s  o f C om m on S to c k  o u ts tan d in g  a t M arch  31 , 

1 947 , e x c lu s iv e  o f  t r e a s u r y  sh a re s , e a rn in g s  th is  y e a r  e q u a l $ 4 .0 4  p e r  sh a re , a s  co m p ared  w ith  n e t e a rn in g s  o f 

$ 2 .7 9  p er sh a re  fo r th e  fisca l y e a r  en d ed  M arch  31 , 1946 . D u rin g  th e  p erio d  from  M arch  3 1 , 1936  to M arch  3 1 , 

1947  y o u r  C o m p an y h as paid  ou t $ 2 ,3 1 9 ,4 1 6 .1 6  in  d iv id en d s and  th e  p er sh a re  book v a lu e  h as in c re a sed  from  

n o th in g  to $ 1 6 .8 4 .

In c lu d ed  in th is  rep o rt is  a  co n so lid a ted  b a lan ce  sh ee t as o f M arch  3 1 , 1947 , an d  a  co n so lid a ted  s ta tem en t 

o f in co m e and  e a rn e d  su rp lu s  fo r th e  fisca l y e a r  ended  M arch  3 1 , 1947 , rep o rted  on by o u r  au d ito rs , M essrs . 

L yb ran d , R oss B ros. & M o n tgo m ery .

D esp ite  the fac t th a t y o u r  C o m p an y had  a  cash  b a lan ce  on M arch  3 1 , 1947  o f $ 3 ,8 6 5 ,9 9 4 .0 9 . it a n t ic ip a te d  

p aym en t o f o n ly  $ 4 0 0 ,0 0 0  on its  te rm  lo an  fo r th e  fo llo w in g  re a so n s : (1 ) T h e  te n d e n c y  to d ay  on th e  p art o f 

th e  co n su m er to re q u e s t  t im e  p ay m e n ts  in s te ad  o f p ay in g  cash  fo r p u rc h a se s  w h ich  ch an ge  w ill u n d o u b ted ly  

r e s u lt  in  je w e le rs  r e q u ir in g  lo n g e r te rm s from  y o u r  C om pany th an  th e y  h av e  d u r in g  th e  p ast five y e a r s ;  (2 ) 

B ecau se  th e re  is  a  p o s s ib il ity  th a t  c o n d it io n s  in  th e  b u ild in g  in d u s tr y  m ay  c o rre c t th em se lv es  su ff ic ien t ly  in  

th e  v e ry  n ea r  fu tu re  to en ab le  u s to p ro ceed  w ith  o u r b u ild in g  p ro g ram  re fe rred  to in  a n o th e r  p art o f th is  le tte r .

T h e  Y e a r ’s B u s i  ness
L ast y e a r  th e  d em an d  fo r G ruen  w a tch es  ag a in  fa r su rp assed  o u r  p ro d u c tio n  c a p a c ity , w h ich  w as h an d icap p ed  

b y  a  sev e re  s c a rc ity  o f sk ille d  lab o r an d  m a te r ia l . T h e  ex ce p tio n a l r e su lt s  o b ta in ed  d u r in g  th e  fisca l y e a r  ju s t  

en d ed  can  be a t tr ib u te d  la rg e ly  to th e  g re a te r  d em and  for G ru en 's  h ig h -s ty le d  so lid  go ld  w atch es and  d iam o n d  

w a tch e s . T he n u m b er o f u n its  w e w ere  ab le  to p ro d u ce  and  d e liv e r  la s t  y e a r  w as not as g re a t as th e  n u m b er 

p ro d uced  and  d e liv e re d  th e  p rec ed in g  y e a r  d u e  to th e  above m en tio n ed  s c a rc it ie s ,  bu t b ecau se  o f th e  la rg e  p ro ­

p o rtio n  o f u n it  s a le s  o f o u r so lid  go ld  an d  d iam ond  w atch es  o u r  d o lla r  s a le s  v o lu m e  w as th e  g re a te s t in  th e  h is ­

to ry  o f th e  C o m p an y . D esp ite  th e  fa c t th a t bo th  o u r lab o r and  m a te r ia l co sts  w ere  in c re a sed  in  th e  p ast y e a r , o u r 

in c re a se d  d o lla r  s a le s  en ab led  us to  show  s l ig h t ly  h ig h e r  e a rn in g s , b e fo re  ta x e s , th an  for th e  p rev io u s fisca l y e a r  

an d , o f co u rse , c o n s id e ra b ly  h ig h e r  n e t p ro fits , a f te r  ta x es , b ecau se  o f  th e  e lim in a t io n  o f th e  ex ce ss  profits ta x .

T h a t we m a n u fa c tu re d  as la rg e  a  n u m b er o f m o vem en ts as w e d id  u n d e r th e  co n d itio n s  th a t p rev a iled  la s t
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Fiscal years ended March 31 *  Provision for domestic and foreign income taxes

y e a r  w as d u e  to th e  e x c e lle n t m an agem en t o f H en ri T h ieb au d , D irec to r G enera l o f o u r  w h o lly -o w n ed  S w iss  

fa c to ry  an d  th e  e ff ic ien cy  o f h is  e n t ir e  te c h n ic a l staff.

A s I rep o rted  to  y o u  la s t y e a r , th e re  ex is te d  th ro u gh  M arch  31 , 1947 a  u n it  q u o ta  l im it in g  th e  im p o rta tio n  

o f S w iss  w atch  m o v em en ts  in to  th e  U n ited  S ta te s  to 7 ,7 0 0 ,0 0 0 . T h is  q u o ta , in  e x is te n c e  fo r o n e  y e a r , was 

p e rm itted  to  lap se  a t its  ex p ira t io n .

B u i ld in g  P ro g ra m
For th e  p ast s e v e ra l y e a r s  we had  hoped to exp an d  o u r m a n u fa c tu r in g  fa c il it ie s  both  in  C in c in n a t i an d  B ien n e  

in  o rd e r to  p e rm it m o re  effic ien t an d  eco n o m ica l o p e ra tio n s . I am  h ap p y to rep o rt th a t d u r in g  th e  la s t  y e a r  we 

w ere  ab le  to co m p le te  o u r  b u ild in g  p ro gram  in  B ien n e . W e w ere  d isap p o in ted  h o w ever, in  th a t o u r  b u ild in g  

p ro gram  fo r T im e H ill, C in c in n a ti had to be d e fe rred  d u e  to th e  h igh  co sts an d  s c a rc ity  o f m a te r ia ls . F in a l 

e s t im a te s  fo r th is  b u ild in g  p ro gram  w ere  tw o an d  one h a lf  t im es th e  o r ig in a l e s t im a te  and  th e  p ro g ram  was 

th e re fo re  d e fe rred  b e c au se  we b e liev ed  th a t  a  co n s id e ra b le  sav in g s  co u ld  be effected  by d e fe rr in g  th e  p rogram  

u n t i l  co n d itio n s  a r e  m o re  favo rab le .

P e rs o n n e l R e la t io n s
T h e su c c e ss fu l o p e ra tio n  o f y o u r  C om pany d u r in g  th e  la s t  y e a r  can  be a t tr ib u te d  in  la rg e  p art to  th e  co m p le te  

lo y a lty  an d  h igh  d eg ree  o f  e ff ic ien cy  o f th e  e n t ir e  p e rso n n e l o f th e  o rgan iza tio n s in  th e  U n ited  S ta te s , S w itz e r­

lan d  and  C an ad a . S p e c ia l tr ib u te  sh o u ld  be paid  to S im o n  C. G ersh ey , V ice  P re s id e n t and  D ire c to r  o f S a le s ; 

H en ri T h ieb au d , D ire c to r  G eneral o f th e  G ruen  W atch  M a n u fac tu r in g  C o m p an y, S .  A . B ien n e , S w itz e r la n d ; 

C arl W . B ie se r , V ice  P re s id e n t o f T h e G ruen  N atio n a l W atch  C ase C om pany, an d  C h arle s  S . B a lla rd , M an ager



o f th e  G ruen  W a tch  C o m p an y o f C an ad a , L td ., fo r th e ir  d ire c t io n  o f se llin g  and  m a n u fa c tu r in g  o p era tio n s . In  

re co g n it io n  o f th e ir  fine se rv ic e s , H enri T h ieb a u d , an d  A aro n  T h o rn e , W e s te rn  S a le s  M an age r , h av e  been  

e le c ted  V ice  P re s id e n ts  o f y o u r  C o m p an y .

I h av e  m en tio n ed  in  p rev io u s  re p o rts  th e  P ro fit S h a r in g  T ru s t e s tab lish ed  tw o y e a r s  ago  as an  added  in ­

c e n t iv e  an d  added  rew ard  fo r  o u r p e rso n n e l. A s o f M a rch  3 1 , 1946  th e  am o u n t h e ld  in  t ru s t  in  th is  fu n d  fo r 

em p lo yees  o f T h e  G ruen  W atch  C o m p an y and  T h e G ruen  N atio n a l W atch  C ase C o m p an y  w as $ 2 1 2 ,7 5 5 .5 8 . 

In  ac co rd an ce  w ith  th e  T ru s t ag re e m e n t, c o n tr ib u t io n  o f  $ 1 4 3 ,2 6 5 .0 9  w as p rov ided  fo r in  th e  co n so lid a ted  

s ta tem en t o f in co m e fo r th e  c u r re n t  y e a r , b r in g in g  th e  to ta l co n tr ib u t io n s  to  $ 3 5 6 ,0 2 0 .6 7 .

In  l ie u  o f a  p rofit sh a r in g  p lan , o u r  w h o lly -o w n ed  su b s id ia ry , th e  G ruen  W atch  M a n u fa c tu r in g  C o m p an y , 

S . A . o f B ien n e , h as  e s tab lish e d  th e  G ruen  F o u n d a tio n  to  a s s is t  its  em p lo yees in  i l ln e s s , a c c id e n ts , in v a lid it y ,  

o ld age  an d  u n em p lo ym en t.

R e c e n t ly  it  w as m y p le a su re  to  in a u g u ra te  th e  G ru en  T en  Y ea r C lu b  fo r m em b ers o f th e  p e rso n n e l a t  

T im e H ill w h o se  s e rv ic e  re co rd s  w ith  y o u r  C o m p an y ex ce ed  ten  y e a r s . M o re th an  tw en ty -f iv e  p er cen t o f th e  

p e rso n n e l h av e  b een  w ith  th e  C o m p an y fo r  p erio d s r a n g in g  from  te n  y e a r s  to  m o re  th an  fifty  y e a r s . S u c h  

lo y a lt y  on  th e  p ar t o f o u r  em p lo yees  n o t o n ly  is  a  co m p lim en t to th e  m an agem en t, b u t re p re se n ts  one o f th e  

C o m p an y ’s m ost v a lu a b le  a ss e ts .

W a tc h m a k in g  I n s t i t u te
In  p rev io u s  re p o rts  I h ave  m en tio n ed  th e  G ruen  W a tc h m a k in g  In s t itu te  w h ich  w as e s ta b lish e d  s e v e ra l y e a r s  

ago  to  h e lp  re h a b il ita te  v e te ra n s  o f W o rld  W ar II an d  p r im a r ily  h an d icap p ed  m en  w ho  a re  u n ab le  to  p u rsu e  

som e o f th e  o th e r  o ccu p a tio n s . I am  hap p y to  rep o rt th a t a  go o d ly  n u m b er o f th ese  m en  h ave  g ra d u a ted  from  th e  

In s t itu te  an d  m an y  o f th em  h av e  com e to  w ork  in  o u r T im e  H ill p lan t, r e lie v in g  to som e d eg ree  th e  a c u te  sh o r t­

age  o f sk ille d  p e rso n n e l. A  few  o f th e  g ra d u a te s  h av e  op en ed  w atch  re p a ir  shops o r sm a ll  je w e lr y  s to re s  o f th e ir  

own an d  I am  con fiden t th a t b ecau se  o f th e  in it ia t iv e  an d  re so u rc e fu ln e s s  d em o n stra ted  b y  th e se  m en  in  o u r 

sch o o l, th e y  w ill be su c c e ss fu l.

T h e  P re s e n t S i t u a t io n  in  th e  In d u s t r y
For th e  g re a te r  p a r t o f th e  past y e a r ,  as  d u r in g  th e  p rec ed in g  w ar y e a r s , th e  d em and  fo r w a tch es  o f a l l  m akes 

an d  ty p e s  g r e a t ly  exceed ed  th e  su p p ly . T o w ard  th e  en d  o f  1946 , h o w ever, th e re  b egan  to  be n o ted  som e drop 

in  th e  co m b in ed  v o lu m e  o f  a l l  w atch  sa le s , acco m p an ied  b y  a  ch an ge  in  th e  b u y in g  p a t te rn . T h is  is  re flec ted  in  

th e  fa c t th a t th e  p u b lic  is  a g a in  d em an d in g  o n ly  n a t io n a lly -k n o w n  b ran d s . G ruen , h o w ev er, a lo n g  w ith  a  few  o f 

th e  o th e r  fine an d  n a t io n a lly -k n o w n  w atch  co m p an ies , w as not ab le  to m eet th e  d em an d  fo r its  p ro d u ct. D e liv e r­

ie s  to  G ruen  je w e le rs  had  to be m ade on a  q u o ta  b as is  la s t  y e a r  ju s t  as th e y  h ave  e v e ry  y e a r  s in ce  th e  b eg in n in g  

o f th e  w ar.

In  th e  t ig h te n in g  o f co m p etitio n  am o n g  th e  m a jo r w atch  co m p an ies , a  few  co m p an ies  w ho h av e  p lan ts  

o n ly  in  th is  c o u n tr y , h av e  so u gh t to  b r in g  ab o u t le g is la t iv e  an d  a d m in is tr a t iv e  r e s tr ic t io n s  on th e  n u m b er o f 

m o vem en ts w h ich  can  be im p o rted  from  S w itz e r lan d  e ach  y e a r . T h is  effo rt, c h a ra c te r iz e d  b y  co n s id e rab le  p rop­

agan d a  and  a g ita t io n  in  W ash in g to n , h as been  based  on th e  p rem ise  th a t th e se  few  co m p an ies  a re  lo s in g  th e ir  

m a rk e ts  to w atch  m a n u fa c tu re r s  u s in g  m o v em en ts  m a n u fa c tu re d  in  S w itz e r lan d . T h is  " lo s s  o f m a rk e t”  p lea



i s  p ro ved  fa ls e , h o w ev er, b y  th e  fa c t th a t th e  w atch  co m p an ies  h av in g  p lan ts  o n ly  in  th is  c o u n tr y  h ave  been  

u n a b le  to su p p ly  th e  d em an d  fo r w atch es d esp ite  th e ir  in c re a se d  p ro d u ctio n  an d  in c re a sed  fa c il it ie s .

T h  e O u t lo o k  f o r  G ru e n
A s ab o ve  s ta ted , th e re  is  e v e ry  in d ic a t io n  th a t th e  to ta l n u m b er o f w a tch es so ld  in  th e  U n ited  S ta te s  in  th e  

n e x t  tw e lv e  m o n th s  w ill be sm a lle r  th a n  in  th e  p re c e d in g  tw e lv e  m o n th s . T h ere  is  a lso  som e in d ic a t io n  th a t 

th e r e  m a y  be a  d e c re a se  in  th e  d em an d  fo r so lid  go ld  an d  d iam o n d  w atch es  so th a t  th e  u n it  p r ic e  o f w a tch es 

so ld  b y  a l l  m a n u fa c tu re r s  m a y  show  a  co n s id e ra b le  d e c re a se .

H ow ever, th e  d em an d  fo r G ruen  w atch es  re m a in s  s tro n g , an d  based  on p re se n t eco n o m ic  co n d itio n s , we 

v ie w  th e  m a jo r o p e ra t in g  p ro b lem  o f th e  c u r re n t  y e a r  as one o f  p ro d u c tio n . O ur p h y s ic a l fa c il it ie s  both a t  th e  

m o v em en t p lan t o f  o u r  w h o lly -o w n ed  fa c to ry  a t B ie n n e , S w itz e r lan d , an d  a t o u r T im e H ill , C in c in n a t i p lan t a re  

l im ite d . T h ese  lim ite d  fa c il it ie s  a lo n g  w ith  th e  s c a r c it y  o f m a te r ia l an d  sk ille d  lab o r, m a y  m ake  it  d ifficu lt to 

p ro d u ce  an d  c o n se q u e n tly  s e l l  m o re u n its  th a n  w ere  m a n u fac tu re d  an d  so ld  d u r in g  th e  p ast y e a r , an d  w ith  a 

re d u ced  u n it  a v e rag e  m ay  m ake  it im p o ss ib le  to re a c h  th e  reco rd  sa le s  and  profits o f th e  p ast y e a r .

G ruen  h as a t ta in e d  a  p o sitio n  o f le ad e rsh ip  in  th e  in d u s tr y  an d  we sh a ll u se  e v e ry  effort d u r in g  th e  co m in g  

y e a r s  to  p ro tec t an d  s tre n g th e n  th is  p o s itio n , w h ich  h a s  b een  b u ilt  up b y :

1. GRUEN Q U A LIT Y . T h e  q u a l it y  o f o u r  w a tch e s  h as  in  a  g re a t m e a su re  been  re sp o n s ib le  fo r th e  s u c ­

c e s s  o f  y o u r  C o m p an y . In  th e  s e v e n ty -th re e  y e a r s  th a t  G ruen  h as b een  m a n u fa c tu r in g  w a tch e s , th e  u lt im a te  

o b je c tiv e  in  a l l  o p e ra tio n s  w as su p e rb  q u a l it y ,  an d  th e  s k ills  o f som e o f th e  w o r ld ’s fin est c ra ftsm en  h ave  been  

co m b in ed  w ith  th e  m ost m o d ern  e n g in e e r in g  an d  sc ie n t if ic  kn o w led ge  to  m a in ta in  G ru en ’s reco gn ized  le a d e r ­

sh ip  fo r q u a l it y  w a tch es . T h e  re p u ta t io n  th a t  y o u r  C o m p an y  en jo y s  w ith  th e  p u b lic  a f te r  h av in g  so ld  m an y  

m a n y  m illio n s  o f G ruen  w atch es su b s ta n t ia te s  th is  s ta te m e n t. T h e  g re a t en g in e e r in g  ad v an tag e s  o f th e  p a ten ted  

G ruen  C u rv ex  an d  V eri-T h in  m o v em en ts s t i l l  a r e  u n m a tch ed  by o th e r  m a n u fa c tu re r s .

2 . GRUEN ST Y LIN G . B ecau se  o f th e  e x tra o rd in a ry  fe a tu re s  o f th e  fam o us p a ten ted  G ruen  C u rv ex  and  

V er i-T h in  m o v em en ts , we a r e  ab le  to  g iv e  o u r w a tch e s  e x ce p t io n a l s ty lin g  w h ich  is n ’t a t ta in a b le  w ith  th e  o rd i­

n a r y  flat, th ic k  m o v em en t. T h e  C u rv ex  m o vem en t is  cu rv ed  both  top an d  bo ttom  an d  th e re b y  a llo w s g re a t 

la t i tu d e  in  case  d e s ig n in g . T h e  V eri-T h in  m o v em en t a lso  p e rm its  in g en io u s  s ty lin g . T h ese  e x c lu s iv e  fe a tu re s  

a n d  th e  s ty lin g  w h ich  th e y  p e rm it h as  b ro u gh t to  G ruen  re co g n it io n  from  th e  je w e le r  an d  th e  p u b lic  a s  th e  

b est s ty le d  w atch es  in  th e  in d u s tr y . I p ledge to  th e  je w e le r s  an d  to  yo u  th a t we w ill do e v e r y th in g  in  o u r pow er 

to  m a in ta in  th is  s ty le  le ad e rsh ip .

3 . GRUEN A D V E R T ISIN G . G ruen  b e in g  o n e  o f  th e  firs t n a t io n a l a d v e r t is e rs  in  th e  w atch  in d u s tr y , h as 

in v e s te d  m illio n s  o f d o lla r s  in  c r e a t in g  th e  u tm o st p u b lic  a c ce p tan ce  fo r its  w a tch es  an d  w e p lan  to c o n tin u e  

th is  a g g re ss iv e  a d v e r t is in g . T he n a t io n a l m agaz in e  cam p a ign  w h ich  h as b een  sch e d u led  fo r th is  fa ll w ill be th e  

m o st e x te n s iv e  th a t h as been  u n d e r tak en  by a n y  co m p an y  in  th e  in d u s tr y , an d  th is  w ill be su p p lem en ted  b y  a  

c o n tin u a t io n  o f o u r  p o w erfu l rad io  ad v e r t is in g . A n ex am p le  o f th e  a c ce p tan ce  w h ich  o u r  a d v e r t is in g  has 

c re a te d  fo r o u r  w atch es  is  th e  s to ry  o f th e  in tro d u c t io n  o f th e  fam o us p a ten ted  G ruen  C u rv ex  E x ecu tiv e , 

i l lu s tr a te d  on th e  fro n t co v e r an d  e lsew h e re  in  th is  re p o rt. T h is  w atch , r e ta i l in g  a t $ 2 0 0 .0 0 , w as in tro d u ced  

to  th e  p u b lic  in  fu ll page a d v e r t ise m e n ts  in LIFE an d  o th e r  n a t io n a l m agaz in es befo re  w e w ere  ab le  to  m ake



su b s ta n t ia l d e liv e r ie s  o f th e  w atch  to  o u r  je w e le rs . S h o r t ly  a f te r  th e  a d v e r t isem en ts  ap p ea red , o u r offices r e ­

ce iv ed  m a n y  ch eck s an d  m o n e y  o rd ers  d ire c t  from  co n su m ers  fo r th is  w a tch . So m e o f th e  o rd ers w ere  from  

o th e r  c o u n tr ie s . A ll, o f c o u rse , w ere  tu rn e d  o ver to r e ta i l  je w e le r s  in  th e  a re a s  in  w h ich  th e  re q u e s ts  o r ig in a ted . 

M an y  je w e le rs  rep o rted  n u m e ro u s  sa le s  b efo re  th e y  had  re c e iv e d  a  s in g le  w a tch . T h is  ex am p le  is  a  g re a t tr ib u te  

to  th e  p re s tig e  o f th e  G ruen  n am e , th e  s ty lin g  o f its  p ro d u c t an d  its  a d v e r t is in g .

4 . GRUEN JE W E L E R  GOOD W IL L . G ruen  w a tch es  a re  so ld  th ro u g h o u t th is  c o u n tr y  an d  C an ad a  o n ly  

b y  th e  le a d in g  reco gn ized  je w e le rs  in  e a c h  co m m u n ity . T h is  c h a ra c te r  o f o u r  o u t le ts , p lu s  o u r  p lan  fo r e q u ita b le  

d i s t r ib u t io n ^  o u tp u t th ro u g h o u t th e  w ar y e a r s , am o n g  o u r  6 5 0 0  lo y a l G ruen  je w e le rs  in  th e  U n ite d  S ta te s  

an d  C an ad a , h as  c re a ted  th e  g re a te s t  a s s e t  th a t  y o u r  C o m p an y h a s , th e  trem en d o u s good w ill o f th e se  je w e le r s .

C o n c lu s io n
In  c o n c lu d in g  th is  re p o rt I w an t to a g a in  d eep ly  th a n k  a l l  th e  o fficers, d ire c to rs  an d  em p lo yees  fo r th e ir  co n ­

t in u e d  lo y a lt y  an d  u n t ir in g  effo rts .

In  b e h a lf  o f o u r sh a re h o ld e rs , d ire c to rs  an d  em p lo yee s  I w o u ld  l ik e  to  exp re ss  o n ce  m o re  o u r  u tm o st 

ap p re c ia t io n  to  o u r  6 5 0 0  G ruen  je w e le rs  fo r th e ir  co o p era tio n  an d  su p p o rt an d  to  ex p re ss  th e  w ish  fo r  th e ir  

co n tin u ed  su ccess .

A t th is  tim e  I sh o u ld  a lso  l ik e  to ex te n d  o u r th a n k s  to  o u r  su p p lie r s  in  A m er ic a , C an ad a  an d  S w itz e r lan d , 

on  w hom  w e a re  so d ep en d en t fo r th e  p ro d u c tio n  o f o u r  w a tc h e s , fo r  th e ir  c o n tin u e d  e x c e lle n t co o p era tio n .

In  b e h a lf  o f th e  e n t ir e  o rg an iz a t io n  I w an t to  e x p re ss  to  y o u  sh a re h o ld e rs  o u r d eep est g ra t itu d e  fo r y o u r  

co n fid en ce  in  th e  m an agem en t an d  to  p led ge  to  y o u  a  c o n tin u a t io n  o f o u r  effo rts in  b e h a lf  o f y o u r  C o m p an y .

Benjamin S. Katz 
President

Time Hill, Cincinnati, Ohio 
May 28, 1947
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CO N SO LID A TED  BALAN CE

A S S E T S

C ash  on h an d  an d  d em an d  d e p o s its ........................................................................................................................................... $  3 ,8 6 5 ,9 9 4 .0 9

$ 3 5 0 ,0 0 0  U n ited  S ta te s  S av in g s  B onds, S e r ie s  G, a t  c o s t ....................................................................................... ..  3 5 0 ,0 0 0 .0 0

N otes an d  a c c o u n ts  re c e iv a b le , tr a d e , le ss  a llo w an ce  fo r d o u b tfu l n o tes  an d  a c c o u n t s ...................... 8 9 3 ,6 7 2 .2 5

In v e n to r ie s , a t  th e  lo w e r o f  co st or m a rk e t (N ote 2 ) ...................................................................................................  3 ,9 3 3 ,3 7 3 .7 0

Total current assets........................................................................................................................................................  9 ,0 4 3 ,0 4 0 .0 4

C ash  su r re n d e r  v a lu e  o f in su ra n c e  ag g reg a tin g  $ 1 ,1 6 6 ,8 4 0  on liv e s  o f officers

an d  d ire c to rs  (N ote 3 ) ............................................................................................................................................................... 1 3 3 ,5 3 5 .6 2

C ash  d ep o sits  r e s tr ic te d , n e t (N ote 4 ) ...................................................................................................................................... 2 1 1 ,8 5 4 .5 0

O th er a c c o u n ts  r e c e iv a b le .................................................................................................................................................................  3 4 ,1 7 2 .8 8

S u n d ry  in v e s tm e n ts , a t  c o s t ............................................................................................................................................................. 7 5 9 .7 0

L an d , b u ild in g s , an d  eq u ip m en t, a t  c o s t ............................................................................................ $ 1 ,1 5 7 ,3 0 3 .8 5

Less, a llo w an ce  fo r d e p re c ia t io n ..................................................................................  5 9 3 ,1 0 5 .1 3

5 6 4 ,1 9 8 .7 2

P rep a id  exp en ses  an d  d e fe rred  c h a r g e s .................................................................................................................................... 1 7 4 ,1 9 1 .1 9

P a te n ts , trad e -m ark s , co p y r ig h ts , an d  g o o d w ill .................................................................................................................... 1 .0 0

$ 1 0 ,1 6 1 ,7 5 3 .6 5

The accompanying notes Nos. 1 to 6 are



a m i 9 \itu f(ia t u c€cm fim uel
S H E E T ,  M A R C H  3 1 ,  1 9 4 7

L I A B I L I T I E S

D ue fo re ign  b a n k . . ...... .........................................................................................................................................................................$  3 7 4 ,8 6 8 .9 0

A cco u n ts  p a y a b le ......................................................................................................................................................................................  4 6 4 ,1 1 4 .2 5

A ccru ed  e x p e n s e s .....................................................................................................................................................................................  * 4 3 ,6 4 3 .8 5

D iv id en d s p a y a b le ..................................................................................................................................................................................... 1 1 5 ,1 0 9 .2 2

P ro v is io n  fo r d o m estic  an d  fo re ign  ta x e s  on in co m e, le s s , U . S . T re a s u ry  T ax  S av in g s  N otes

(a t co st an d  a c c ru e d  in te re s t )  3 7 4 8 ,8 8 8  (N ote 6 ) ................................................................................................  3 9 3 , < 6 < .24

Total current liabilities................................................................................................................................................  2 ,0 9 1 ,5 0 3 .4 6

N otes p ayab le , b an k , d u e  a n n u a l ly  in  v a ry in g  am o u n ts  from

J u ly  1, 1949  th ro u gh  J u ly  1, 1955 (N ote 5 ) .............................................................................................................  1 ,6 0 0 ,0 0 0 .0 0

C A P I T A L

C ap ita l s to ck :

P re fe rre d  sto ck , 4 )6 p e r  c e n t c u m u la t iv e ; $ 1 0 0 .0 0  p ar v a lu e ;

au th o riz ed  2 5 ,0 0 0  sh a re s , is su ed  an d  o u ts ta n d in g , n o n e ................................ $ ----------

C om m on sto ck , $ 1 .0 0  p a r  v a lu e ;  6 5 0 ,0 0 0  sh a re s  au th o r iz ed ,

5 0 5 ,3 3 7 )4  sh a re s  is su e d , le ss  1 2 1 ,0 8 1 )6  sh a re s  in  t r e a su r y ,

o u ts tan d in g  3 8 4 ,2 5 6 )4  sh a re s  (N ote 3 ) ......................................................................... 3 8 4 ,2 5 6 .2 5

E arn ed  su rp lu s , as  a n n ex ed  (N otes 1, 3 , an d  6 ) ..........................................................................  6 ,0 8 5 ,9 9 3 .9 4

6 ,4 7 0 ,2 5 0 .1 9

$ 1 0 ,1 6 1 ,7 5 3 .6 5

an integral part of this balance sheet.



TO C O N S O L I D A T E D  B A L A N C E  S H E E T

NOTE 1. T he co n so lid a ted  b a lan ce  sh e e t in c lu d e s  fo re ign  n e t a ss e ts  ag g reg a tin g  $ 1 ,1 1 4 ,3 5 4 .4 6  in  
U n ited  S ta te s  c u r r e n c y  o f w h ich  n e t c u r r e n t  a ss e ts  w ere  $ 5 8 2 ,4 5 4 .4 2 .

C u rre n t a ss e ts  an d  l ia b il i t ie s  o f th e  S w iss  su b s id ia ry  h ave  been  co n v e rted  in to  d o lla r s  a t  th e  c u r re n t  
offic ia l r a te  fo r  th e  S w iss  fran c  a t M arch  3 1 , 1 947 .

C u rre n t a ss e ts  an d  lia b il i t ie s  o f th e  C an ad ian  su b s id ia ry  h ave  been  co n v erted  in to  d o lla r s  a t su b s ta n t ia l ly  
th e  fre e  r a te  o f e x ch a n g e  p re v a il in g  a t M arch  3 1 , 1947 .

N o n c u rren t a s s e ts  reco rd ed  in  fo re ign  c u r re n c ie s  h av e  been  co n v erted  su b s ta n t ia l ly  a t  ra te s  o f ex ch a n g e  
p re v a il in g  w h en  a c q u ire d .

NOTE 2 . T h e  e s t im ated  am o u n ts  o f in te rc o m p an y  profits in  in v e n to ry  item s p u rc h a sed  from  co m p an ies  
w hose a c c o u n ts  a r e  co n so lid a ted  h ave  been  e lim in a te d  in  th e  p rep a ra t io n  o f  th e  co n so lid a ted  b a lan ce  sh ee t.

NOTE 3 . In  a cco rd an ce  w ith  th e  em p lo ym en t ag re em e n t (e ffective  A p r il 1, 1947 ) b e tw een  th e  co m p an y  
an d  B en jam in  S . K atz , P re s id e n t , th e  co m p an y  is  o b lig a ted , in  ev en t o f h is  d ea th  d u r in g  th e  te rm  o f th e  a g re e ­
m en t, to  p u rc h a se  fo r c a sh , i f  re q u e s te d  w ith in  120  d ay s  from  th e  d a te  o f h is  d ea th , com m on s to ck  o f th e  
co m p an y  h e ld  b y  th e  p erso n a l r e p re se n ta t iv e  o f h is  e s ta te , w idow , c h ild re n , g ra n d c h ild re n  o r tru s te e , fo r an  
am o u n t n o t in  e x ce ss  o f $ 1 ,0 0 0 ,0 0 0 . T h e  p r ic e  p e r  sh a re  to  be paid  sh a ll  b e th e  co n so lid a ted  book v a lu e  per 
sh a re  a s  o f th e  d a y  fo llo w in g  h is  d ea th .

T h e co m p an y  c a r r ie s  in su ra n c e  ag g reg a tin g  $ 1 ,0 0 0 ,0 0 0  on th e l ife  o f B en jam in  S . K atz an d  h as ag reed  to 
co n tin u e  th is  in s u ra n c e  fo r th e  p erio d  th a t th e  em p lo ym en t ag reem en t is  in  effect. It is  exp ec ted  th a t th e  p ro ­
ceed s o f su c h  in s u ra n c e  w ill be h e ld  b y  th e  co m p an y  to be used  in  th e  p u rc h a se  o f sa id  s to ck , i f  offered .

NOTE 4 . C ash  d ep o sits  re s tr ic te d , re p re se n t b a lan ces  o f re m itta n c e s  b y  th e  p a ren t co m p an y  an d  th e  
C an ad ian  su b s id ia ry  to  th e  S w iss  su b s id ia ry  in  th e  re g u la r  co u rse  o f b u s in e ss , w h ich  h ave  been  su b je c te d  to  
ex ch a n g e  re g u la t io n s , le ss  ad v an ces b y  a S w iss  b an k  o f $ 2 ,5 3 8 ,5 0 8 .0 8 . T h e  co m p an y is  in fo rm ed  th a t  a t  th e  
tim e  o f th e  re le a s e  o f su ch  re s tr ic te d  d ep o sits  a n y  ex p en ses , ta x e s , and  o th e r  lo sse s  th a t m ay  h av e  been  in c u rre d  
b y  th e  S w iss  G o vern m en t and  th e  S w iss  N a tio n a l B an k  in  co n n ec tio n  w ith  re m ittan c e s  w h ich  h ave  been  su b ­
je c te d  to  e x c h a n g e  re g u la t io n s  w ill be d ed u c ted  from  re s tr ic te d  dep o sits  a g g re g a tin g  $ 3 4 6 ,5 1 0 .9 0 . A n a llo w an ce  
o f $ 1 3 4 ,6 5 6 .4 0  fo r su ch  exp en ses , ta x e s , an d  o th e r  lo sses  is  in c lu d ed  in  th e  a c co m p an y in g  f in an c ia l s ta te m e n ts .

NOTE 5 . In  th e  ev en t o f th e  re t ir e m e n t , v o lu n ta ry  o r o th erw ise , o f B en ja m in  S . K atz from  th e  p o sitio n  
o f an  e x e c u t iv e  o f th e  co m p an y , o th e r  th a n  b y  d ea th , th e  n o tes  p ayab le , b an k , becom e im m e d ia te ly  d u e  an d  
p ayab le  on  d em an d .

NOTE 6 . It is  e s t im a te d  (based  on p re se n t law s) th a t  ad d itio n a l fo re ig n  ta x e s  on tr a n s fe rs  to  th e  p a r ­
e n t co m p an y  o f th e  ac c u m u la te d  su rp lu s  o f  fo re ign  su b s id ia r ie s  w ou ld  ap p ro x im ate  $ 4 5 8 ,0 0 0 .



OF INCOME AND EARNED SURPLUS for the year ended March 31, 1947

G ross p ro fit fro m  s a l e s .............................................................................................................................................

S e l l in g , a d m in is tr a t iv e , an d  g e n e ra l e x p e n s e s ........................................................................................

Profit before other income and expenses and income taxes...........................................

O th e r in c o m e ..................................................................................................................................................................

In te re s t  an d  o th e r  e x p e n s e s .................................................................................................................................

P ro v is io n  fo r d o m estic  an d  fo re ign  in co m e  t a x e s ................................................................................

Net income...................................................................................................................................................

S u rp lu s , A p ril 1 , 1 9 4 6 ..............................................................................................................................................

U n rea liz e d  fo re ig n  ex ch a n g e  lo sse s  from  co n v e rs io n  o f fo re ign  n e t a ss e ts  to  d o lla r s

D iv id en d s p a id , com m on sto ck , $ 1 .2 0  p e r  s h a r e ..................................................................................

S u rp lu s , M arch  3 1 , 1 9 4 7 ........................................................................................................................................

5 ,8 4 3 ,1 3 2 .9 6

2 ,9 8 9 ,6 4 0 .7 2

2 ,8 5 3 ,4 9 2 .2 4

2 1 3 ,2 4 7 .9 5

3 ,0 6 6 ,7 4 0 .1 9

4 2 6 ,3 6 4 .5 1

2 ,6 4 0 ,3 7 5 .6 8

1 ,0 8 8 ,1 4 7 .3 1

1 ,5 5 2 ,2 2 8 .3 7

5 ,0 0 0 ,0 9 9 .6 2

6 ,5 5 2 ,3 2 7 .9 9

5 ,2 2 9 .7 0

6 ,5 4 7 ,0 9 8 .2 9

4 6 1 ,1 0 4 .3 5

6 ,0 8 5 ,9 9 3 .9 4

The accompanying notes are an integral part o f this statement.
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I N C O M E  A N D  E A R N E D  S U R P L U S

N O TES 1, 3 , an d  6  to co n so lid a ted  b a lan ce  sh e e t, M a rch  3 1 , 1947  a re  in c o rp o ra ted  h e re in  b y  re fe re n c e .

T h e  p ro v is io n s  fo r d ep rec ia t io n  in c lu d ed  in  th e  co n so lid a ted  s ta tem en t o f in co m e am o u n t to  $ 6 0 ,7 4 6 .3 7 .

T h e  p ro v is io n s  fo r co n tr ib u t io n s  to th e  profit sh a r in g  fu n d , fo r  th e  benefit o f th e  em p lo yees o f T h e  G ruen  
W atch  C o m p an y an d  T h e G ruen  N a tio n a l W a tch  C ase  C o m p an y , in c lu d e d  in  th e  co n so lid a ted  s ta te m e n t o f 
in co m e , am o u n t to $ 1 4 3 ,2 6 5 .0 9 .

In co m e a c c o u n ts  o f fo re ign  su b s id ia ry  co m p an ies h ave  been co n v erted  su b s ta n t ia l ly  a t  th e  av e rag e  m o n th ly  
ra te s  o f e x ch a n g e  p re v a il in g  d u r in g  th e  y e a r  ended  M arch  3 1 , 1947 . T h e  u n re a liz ed  lo ss  o f $ 5 ,2 2 9 .7 0  a r is in g  
fro m  ch an g e s  in  co n vers io n  v a lu e  o f  n e t c u r re n t  a ss e ts  o f fo re ign  su b s id ia r ie s  h as been  ch arged  to  co n so lid a ted  
e a rn ed  su rp lu s .

In te rco m p an y  s a le s  and  e s t im a te d  in te rc o m p an y  p ro fits h ave  b een  e lim in a ted  in  th e  p rep a ra t io n  o f th e  
co n so lid a ted  s ta te m e n t o f in co m e.

C o n so lid a ted  n e t in co m e in c lu d e s  n e t in co m e o f fo re ign  su b s id ia r ie s  ag g reg a tin g  $ 2 7 7 ,0 2 0 .0 8 . No d iv i­
d en d s w ere  re c e iv ed  from  fo re ign  su b s id ia r ie s  d u r in g  th e  y e a r .

LYBRAND,  R O SS  BROS. & M O N T G O M E R Y
Certified Public Accountants 

CIN CIN N ATI
To the Board of Directors, The Gruen Watch Company, Cincinnati, Ohio.

W e h av e  ex am in ed  th e  co n so lid a ted  b a lan ce  sh ee t o f T h e G ruen  W a tc h  C o m p an y an d  its  su b s id ia ry  com ­
p an ie s  a s  a t M arch  3 1 , 1947 , an d  th e  co n so lid a ted  s ta tem en ts  o f in co m e  an d  su rp lu s  fo r th e  y e a r  th en  en d ed . 
E xcep t w ith  re sp ec t to  th e  S w iss  su b s id ia ry  we h ave  rev iew ed  th e  sy s tem s o f in te rn a l co n tro l an d  th e  a c c o u n t­
in g  p ro ced u res  o f th e  co m p an ies an d , w ith o u t m ak in g  d e ta iled  a u d its  o f th e  tra n sa c t io n s , h av e  ex am in ed  or 
te s ted  a c c o u n t in g  re co rd s  o f th e  co m p an ies  an d  o th e r  su p p o rtin g  ev id e n c e , b y  m eth o d s an d  to  th e  e x te n t we 
deem ed  ap p ro p r ia te . O ur e x am in a tio n  w as m ade in  a cco rd an ce  w ith  g e n e ra lly  a ccep ted  a u d it in g  s tan d a rd s  
ap p lic ab le  in  th e  c irc u m sta n c e s  an d  in c lu d e d  a l l  p ro ced u res  co n sid e red  n e c e s s a ry . W e h av e  re ce iv ed  th e  rep o rt 
o f o th e r  a c c o u n ta n ts  w ho ex am in ed  th e  f in an c ia l s ta tem en ts  o f th e  S w iss  su b s id ia ry .

In  o u r  o p in io n , based  upon su c h  e x am in a tio n  an d  upon  su ch  re p o rt o f o th e r  a c c o u n ta n ts , th e  a c co m p an y ­
in g  co n so lid a ted  b a lan ce  sh ee t an d  re la te d  co n so lid a ted  s ta tem en ts  o f in co m e an d  su rp lu s  p re sen t f a ir ly  th e  
co n so lid a ted  p o sitio n  o f T he G ruen  W a tc h  C o m p an y an d  its  su b s id ia ry  co m p an ies a t M arch  3 1 , 1947  an d  th e  
co n so lid a ted  re su lt s  o f th e ir  o p e ra tio n s  fo r th e  y e a r  th en  en d ed , in  co n fo rm ity  w ith  g e n e r a lly  accep ted  
a c c o u n t in g  p r in c ip le s  ap p lied  on a  b a s is  co n s is ten t w ith  th a t o f th e  p reced in g  y e a r .

Lybrand, Ross Bros. & Montgomery

Cincinnati, Ohio 
May 16, 1947
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CONDENSED COMPARISON OF CONSOLIDATED FINANCIAL POSITION  
at March 31, 1936, March 31, 1941, March 31, 1946 and March 31, 1947

Total Current Liabilities....................................................... 403,094.98

Term Loan From Bank.......................................................
Net Current Assets in Excess of Term Loan from

Bank.....................................................................
Cash surrender value of insurance on lives of officers and 

directors.......................................................................
Cash deposits, restricted.

Other Assets........................................................................
Net Assets of Companies Applicable to Debenture

Holders and Shareholders..................................
Registered Debentures Issued in Part Settlement of 

Liabilities to Banks.....................................................

Equities of Shareholders of The Cruen Watch

Capital Stock Issued in Settlement of Balance 
of Liabilities to Banks:

Represented by:

Excess of Cost of Shares of Subsidiaries Over Equities 
in Net Worth at Acquisition.....................................

Mar. 31, 1936 Mar. 31, 1941 Mar. 31, 1946 Mar. 31,1947

$1,608,839.86 
. 403,094.98

$5,678,476.11
1,468,185.24

$8,471,856.22
1,998,369.90

$9,043,040.04
2,091,503.46

. 1,205,744.88 4,210,290.87
1,500,000.00

6,473,486.32 
2,000,000.00

6,951,536.58
1,600,000.00

. 1,205,744.88 2,710,290.87 4,473,486.32 5,351,536.58

23,851.34 111,836.87
169,038.39

133,535.62
211,854.50

. 711,643.48 

. *261,891.56 

. 85,316.07 

. 113,022.42 

. 12,663.65

821,061.71
*374,787.21

1,005,371.72
*549,860.56

1,157,303.85
*593,105.13

6,532.68
70,971.95

35,591.88
138,891.25

759.70
208.365.07

$1,866,498.94 $3,257,921.34 $5,384,355.87 $6,470,250.19

.$ 727,500.00 

. 142,105.46
$ 869,605.46 ...........................................................................

.$ 996,893.48 $3,257,921.34 $5,384,355.87 $6,470,250.19

$ 727 500 00 ...........................................................
. 363,750.00 ...........................................................................
$1,091,250.00 ...........................................................................

. *$  94,356.52 

. 490,325.00
$3,257,921.34

489,375.00
$5,384,355.87 $6,470,250.19

. *$  584,681.52 $2,768,546.34 $5,384,355.87 $6,470,250.19

.$ 114,995.00 

. *600,599.46
$ 426,298.25 

2,342,248.09
$ 384,256.25 

5,000,099.62
$ 384,256.25 

6,085,993.94

. *99,077.06

. *$ 584,681.52 $2,768,546.34 $5,384,355.87 $6,470,250.19

*  Italics denote red figures.
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CjR U E N  has a great heritage. The precision craftsmanship, 
the character of extra fine work passed on by father to son from the days 

of mediaeval watchmakers to those of the nineteenth century 
—were brought to this company by Dietrich Gruen when he founded it 

in 1874. Now, under the inventive genius of Henri Thiebaud, 
these great skills are combined with exclusive engineering miracles in 

machinery and the latest scientific developments in materials.
These exclusive facilities and these stores of knowledge make Gruen The 

Precision Watch. Precision is Gruen tradition.



If two watches of identical quality and price were placed side by side on
a jeweler’s counter, the consumer inevitably would choose the better 

looking watch. Styling often is the factor which determines whether a sale is
made or not made and is therefore of equal importance with production 

pricing and advertising. Gruen, realizing this years ago, was the first to 
stress styling as a major factor in watch merchandising and has 

acquired the reputation as the industry’s style leader. Therefore, producing
only the best styled watches in America shall continue as a major objective.



Since its introduction in 1935, the patented Gruen 
Curvex, the only watch in the world with the movement curved both top and

bottom, has been an outstanding success. The public acceptance has been 
excellent and the contribution by Curvex watches to our sales and profit volume 

has increased year by year, finally attaining in 1946 the spectacular pinnacle 
exemplified by the Curvex Executive. In the eighteen months from 1945 through 

April 1947, there were sold at retail prices more than three and a half million 
dollars worth of the Curvex Executive—only one of about twenty Curvex men’s

models. This is possibly the largest retail volume ever attained on one model 
of one watch.

^ fo u / w e x  S fu c c e M  . .
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GRUEN
a d v e r t i s i n g

t h r o u g h

.A.DVERTISING MEN contend that the ads of a nation tell the history 
of a nation. This is true, but not the whole story. The ads also help

build the advertiser’s prestige by reflecting the character, the quality 
and styling of the product. In their thirty-seven years in the national 

publications Gruen ads have been designed to accomplish these purposes and 
thereby create goodwill and product acceptance. Two examples 

of Gruen advertising are shown on these pages, one of 1911 and one 
of 1947. Between the two there lies an investment of many

millions of dollars—an investment in our most valuable possession, 
the goodwill and acceptance which accord Gruen a position of leadership.
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T h is  FALL Gruen’s thirty-seventh annual advertising 
campaign will bring the most extensive national magazine coverage in its history,

with our campaign being the greatest yet published by any watch company. 
We shall have at least one national ad appearing every week from September 

through December, with the campaign building up to numerous ads 
appearing simultaneously at the Christmas buying season 

—October through December—in such magazines as Life, Saturday 
E vening Post, Collier s, Fortune, Esquire, etc. Our national radio spot announcement 
campaign will be continued with coverage intensified in major markets.



O N  W A T C H

JEWELER
JEWELER'S HAME

GRUEN

J C m  M S
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There is far more to a good advertising job than the 
publishing of beautiful national ads or the reading of 
good copy on radio stations, In order to realize the full 
value of money invested in the national media, a manu­
facturer must follow-up the national ads with com­
plete materia) for a thorough merchandising job at the 
point of sale.

National ads, at best, can create an acceptance or 
desire for the product. Local follow-up ads can com­
plete the sale at the jeweler’s counter.

To accomplish the most comprehensive job possible, 
the Gruen advertising department creates and dis­

tributes to our jewelers material for use in every local 
medium, thereby gaining for our product hundreds of 
thousands of dollars worth of additional advertising 
annually with the cost t.o Gruen being only a small 
fraction of the actual value.

l'or example, last fall, jewelers used five thousand of 
the Gruen Christmas billboards, a national campaign 
itself, The story on car cards is the sarne. Gruen postal 
cards are mailed each year to millions of consumers on 
the mailing lists of the various retail stores.

Five million match folders, each an ad for Gruen 
watches will be distributed in the next few months.



GRUEN THE PRBU BE5 T tlHlTIE IS  TIH1E
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Tens of thousands of placement clocks have been 
hung by our jewelers in restaurants, theatres, bowling 
alleys, parking garages and other advantageous sites 
from coast to coast.

And, then there is the major element in our dealer- 
help material, one in which we take much pride, the 
very successful 50/50 Newspaper Cooperative Plan. 
During the calendar year 1946, our retailers used the 
impressive total of twenty-thousand ads totaling two 
million lines of space.

Our advertising department will continue to take 
advantage of all opportunities in this field.

Twenty Thousand Newspaper Ads . . . 
two million lines of space . . .  in 

hundreds of newspapers from 
coast to coast.



Last year, Gruen had more national publicity than 
any other brand name in the jewelry industry. Net­
work radio shows, feature motion pictures each 
showing to millions, baseball and football stadia, 
race tracks and publications all were utilized in pub­
licity lieups to exploit the name of Gruen.

Gruen had tieups throughout J946 with an aver­
age of twenty network shows, ten of which were 
weekly and ten were five times per week. This gave 
Gruen mention on more than three thousand  network 
broadcasts during the year—and each broadcast was 
heard on an average of one hundred stations. This 
means that the Gruen name was used on radio 
stations 300,000 Limes last year.

About fifty feature-length motion pictures, some 
of them multi-million dollar productions, exposed 
the Gruen identity to theatergoers.

Practically all the important race tracks, most of 
the important baseball parks, and many football 
stadia have ' Gruen Watch Time” clocks, with some 
of the race tracks having as many as thirty-five 
clocks in strategic points.

One motion picture magazine with two million 
circulation devoted a page of each monthly issue to 
the awarding of a Gruen watch to some up-and- 
coming young star.

Whenever and wherever there is desirable pub­
licity to be had, Cruen will get it.
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T I ME  HILL ,  C I N C I N N A T I ,  O H I O

S A L E S  O F F I C E S
N E W  Y O R K  In te rn a t io n a l B ldg. 6 3 0  F ifth  A ve.

CHICAGO P ittsf ie ld  B ldg. 55  E. W ash in g to n  S t.

LO S AN G ELES P e rsh in g  S q u a re  B ldg . 4 4 8  S . Hi l l  St .

D I R E C T O R S
Jo h n  R . B u llo ck  

S te r lin g  B . C ram er 

E. W . E dw ards 

Geo. J .  G ru en  

G eorge T . G ruen  

B en ja m in  S . K atz 

C liffo rd  R . W righ t

A tto rn ey

F irs t V ice  P re s id e n t , T h e  F ifth  T h ird  U n io n  T ru s t C o m p an y 

C h a irm an  o f th e  B o ard , T h e  E dw ards M a n u fa c tu r in g  C o m p an y 

C h a irm an  o f th e  B oard  

S e c r e ta r y

P re s id en t and  T re a s u re r

C h a irm an  o f th e  In v e s tm en t C o m m ittee , U n ion  C en tra l L ife In su ran c e  C om pany

O F F I C E R S
Geo. J .  G ruen  

B en jam in  S . K atz 

S im o n  C. G e rsh ey  

H en ri T h ieb au d  

A aro n  T h o rn e  

G eorge T . G ruen  

A lfred  T . R e is  

T h o m as F . J e a r y

C h a irm an  o f th e  B oard

P re s id e n t and  T re a s u re r

V ice  P re s id e n t an d  D ire c to r o f S a le s

V ice  P re s id en t in  C h arge  o f M a n u fa c tu r in g

V ice  P re s id e n t and  W es te rn  S a le s  M an age r

S e c r e ta r y

C o m p tro lle r

A u d ito r

C o u n se l T aft, S te t t in iu s  & H o llis te r , C in c in n a t i, O hio

T ra n s fe r  A gen t T h e F ifth  T h ird  U n ion  T ru s t C o m p an y , C in c in n a t i, O hio 

R e g is tr a r  T h e C en tra l T ru s t C o m p an y, C in c in n a t i, O hio
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THE G R U E N  W A T C H  C O M P A N Y  
F I S C A L  Y E A R  ENDED MARCH 3 1 ,  1 9 4 8



To the Shareholders o f  The Gruen Watch Company:
On b e h a lf  o f y o u r  board  o f D ire c to rs , I am  v e r y  h ap p y  to  re p o rt 

th e  m ost su c c e ss fu l y e a r ’s  o p era tio n s in  G ruen  h is to ry . B oth  sa le s  vo lu m e  an d  n e t 
e a rn in g s  fo r  th e  f isca l y e a r  en d ed  M arch  3 1 , 1 9 4 8  su rp asse d  a l l  p rev io u s  y e a r s .

C o n so lid a ted  n e t p ro fit fo r th e  y e a r  am o u n ted  to  $ 2 ,8 1 2 ,4 5 8 .0 8  b efo re  ta x e s , an d  
$ 1 ,7 6 4 ,3 2 6 .7 3  a f te r  a l l  c h a rg e s  a n d  ta x e s , as co m p ared  w ith  $ 2 ,6 4 0 ,3 7 5 .6 8  b efo re  
an d  $ 1 ,5 5 2 ,2 2 8 .3 7  a f te r  ta x e s  fo r  th e  p reced in g  fisca l y e a r . B ased  on 3 8 4 ,2 5 6  sh a re s  o f 
C om m on S to c k  o u ts ta n d in g  a t  M arch  3 1 , 1 9 4 8 , e a rn in g s  fo r th is  y e a r  eq u a l $ 4 .5 9  
p er sh a re , a s  co m p ared  w ith  e a rn in g s  o f $ 4 .0 4  p er sh a re  fo r th e  fisca l y e a r  ended  
M a rch  3 1 , 1 947 , an d  $ 2 .6 0  p e r  sh a re  a v e rag e  fo r  th e  ten  y e a r  p erio d  en d ed  M a rch  3 1 , 
1 948 . T h e  book v a lu e  p e r  sh a re  is  now  $ 2 0 .1 9 , th e  h ig h e s t in  co m p an y  h is to ry  based  
on p re se n t 3 8 4 ,2 5 6  sh a re s  o u ts tan d in g . D u rin g  th e  y e a r  en d ed  M a rc h  3 1 , 1948 , 
d iv id en d s  am o u n ted  to  $ 1 .3 0  p er sh a re , th e  r a te  o f q u a r te r ly  d iv id en d s  b e in g  in c re a se d  
from  th ir t y  c e n ts  to  th ir ty -f iv e  cen ts  p er sh a re  w ith  th e  p a y m e n t m ade 
J a n u a r y  1 , 1948 .

E lsew h e re  in  th is  re p o rt is  a co n so lid a ted  b a lan c e  sh e e t  as o f M a rch  3 1 , 1948 , 
an d  a  co n so lid a ted  s ta te m e n t o f in co m e an d  e a rn ed  s u rp lu s  fo r  th e  f isca l y e a r  ended  
M arch  3 1 , 1 948 , a s  re p o rted  b y  o u r  au d ito rs , M e ssrs . L v b ran d , R o ss B ro s.
&  M o n tgo m ery .

T HE  Y E A R ’S B U S I N E S S
S a le s  fo r  th e  y e a r  ju s t  en d ed  w 'ere th e  g re a te s t  in  G ru en  h is to ry , 

th e  in c re a se  b e in g  sh o w n  in  a  period  w-hen th e  to ta l s a le s  o f je w e lle d  wra tc h e s  in  
A m e r ic a  d ec lin ed  from  th e  p reced in g  y e a r  in  an  a m o u n t e s t im a te d  to  be c lo se  to  tw en ty  
p er cen t . T h is  o v e ra ll  d e c lin e  d id  n o t affect y o u r  co m p an y , o r som e o f  th e  o th er 
m a jo r  co m p an ie s  b e c au se  i t  w as acco m p an ied  b y  a n  in s is te n c e  on th e  p a r t  o f th e  
w atch  b u y in g  p u b lic  fo r  n a t io n a l ly  knowm an d  ad v e r t ise d  wra tch e s .

W h ile  m a te r ia ls  an d  la b o r  wfe re  s t i l l  s c a rc e  in  th e  y e a r  ju s t  en d ed , th u s  re q u ir in g  
u s  to  co n tin u e  d u r in g  th e  y e a r  th e  lim ita t io n  o f p u rc h a se s  b y  o u r  jew -elers on  a 
q u o ta  b a s is , n e v e r th e le s s  co n d itio n s a r e  g r a d u a lly  ap p ro a c h in g  a  m o re  n o rm a l 
s itu a t io n .

F o r th e  co m in g  y e a r ,  G ruen  ag a in  a n t ic ip a te s  a  v e r y  la rg e  u n it  s a le ;  h o w ev e r , a



s la c k e n in g  d em an d  fo r  d iam o n d  a n d  so lid  go ld  m o d e ls  g iv e s  an  in d ic a t io n  th a t  d o lla r  
v o lu m e  m a y  sh o w  som e co n seq u en t d ec re a se . I t  ap p ea rs  c e r ta in  a lso  th a t  th e  co st o f 
o p e ra tio n  w il l  be h ig h e r  an d , b ased  on th e s e  c o n d it io n s , it  is  d o u b tfu l th a t  
e a rn in g s  w il l  eq u a l th e  re co rd  sum  a ch iev ed  fo r  th e  y e a r  ju s t  en ded .

E X P A N S I O N  P L A N S
To in c re a s e  its  m a n u fa c tu r in g  fa c i l i t ie s ,  y o u r  C o m p an y  p u rch a sed  

d u r in g  th e  y e a r , c e r ta in  m a c h in e ry  an d  a ss e ts  o f th e  M t. V ern o n  W a tc h  C o m p an y 
an d  e s tab lish e d  a  sm a ll m o vem en t p la n t a t  M t. V e rn o n , N ew  Y o rk . H ere , fo r  th e  
p re se n t an d  fo re seeab le  fu tu re , we ex p ec t to  e x p e r im e n t w ith  n ew  p ro d u c tio n  m eth o d s, 
tr a in  p e rso n n e l an d  m a n u fa c tu re  a  few  2 1 - jew e l m o v em en ts , on  w h ic h  cu sto m s d u tie s  
a r e  e x c e e d in g ly  h ig h . U lt im a te ly , w e  hope to  e s ta b lish  th is  m o v em en t p la n t  as 
p a r t  o f o u r  o p e ra tio n  in  C in c in n a t i. W e  e x p ec t to  co n tin u e  to  m a n u fa c tu re  th e  g re a t  
m a jo r ity  o f o u r m o v em en ts  in  S w itz e r lan d  w h ere  th e  f in e st w a tc h  m o v em en ts  
in  th e  w o rld  a r e  p ro d u ced .

A s y o u  k n o w  from  p rev io u s  re p o rts , o u r  f a c il it ie s  a t  T im e  H ill— office, h o ro lo g ica l, 
c a se  m a n u fa c tu r in g , a r e  f a r  too lim ite d . W ith  o u r p lan  to  m o ve th e  M t. V ernon  
p la n t to  C in c in n a t i , an d  w ith  o u r p lan s  fo r c o n s ta n t ly  in c re a s in g  s a le s , th e  sp ace  
s itu a t io n  h as  b ecom e m o re  a c u te . W e  h ad  hoped  th a t  it  w o u ld  b e  p o ss ib le  to  expand  
o u r p re sen t fa c il it ie s  a t  T im e H ill, b u t th e  la n d  l im ita t io n  th e re  m ak es th is  
im p ra c tic ab le . T h e re fo re , I am  p leased  to  a d v ise  y o u  th a t  th e  C o m p an y  h a s  a c q u ire d  a 
b e a u t ifu l s ix ty - th re e -a c re  t r a c t  o f lan d  in  A m b e r le y  V illa g e  on th e  o u tsk ir ts  
o f C in c in n a t i . A rc h ite c ts  h ave  also  p rep a red  c e r ta in  p re l im in a ry  d raw in g s . A s you  
k n o w , h o w ev er, b u ild in g  co n d itio n s to d a y  a r e  m o st d iff icu lt an d  exp en s iv e . Y o u r 
m an agem en t an d  B oard  o f D irec to rs  a r e  c a r e fu l ly  co n s id e r in g  th e  s itu a t io n , bu t 
d e fin ite  p lan s  fo r  a c tu a l b eg in n in g  o f co n s tru c t io n  h a v e  n o t a s  y e t  b een  m ad e . I am  
h o p efu l th a t  o u r  p lan s m a y  be c ry s ta ll iz e d  an d  an  a c tu a l b eg in n in g  m ade d u r in g  
th e  co m in g  y e a r .

G R U E N  P E R S O N N E L
O b v io u sly  n o  co m p an y  can  g ro w  o r su c c e e d  b e y o n d  th e  a b i l i t y  and 

sp ir it  o f its  em p lo yees . D u r in g  th e  y e a r s , w e  in  th e  m an agem en t o f th e  C o m p an y  h ave  
been  p a r t ic u la r ly  g ra tif ied  b ecau se  o f  th e  e ag e rn e ss  and  a b i l i t y  o f o u r  p e rso n n e l a t  
T im e  H ill ,  C in c in n a t i, an d  a lso  at T im e  H ill ,  S w itz e r la n d  a n d  T o ro n to , C anada . 
E m p lo yee  re la t io n sh ip  d u r in g  th e  y e a r , a s  in  p as t y e a r s , h a s  b een  v e r y  e x c e lle n t 
in d eed  an d  1 am  m o st ap p re c ia t iv e  o f th e  lo y a lt y  an d  co o p era tio n  sh o w n  b y  a l l  o f o u r 
em p lo yees . O ver th ir t y  p e r  c e n t o f o u r em p lo yees  h av e  b een  w ith  th e  C o m p an y fo r 
p erio d s ra n g in g  from  te n  y e a r s  u p w ard  to  f if ty  y e a r s . T h is  g ro u p  co m p rises  th e  
m em b ersh ip  o f o u r  T en  Y ea r C lub  w h o se  fu n c t io n  is  e n te r ta in m e n t, re c re a t io n  and  
good fe llo w sh ip  a t su c h  e v e n ts  as p a r t ie s ,  b a seb a ll g am es , e tc . N ow in  its  seco nd  y e a r ,



EARNINGS BEFORE TAXES, TAXES, and NET EARNINGS
(Based on 384,256 shares outstanding March 31, 1948)

Dollars
P e r

Dollars
P e r

Share

7.00

6.00

5.00

4.00

3.00

2.00

1.00

1939 1940 1941 1942 1943 1944 1945 1946 1947 1948

Fiscal years ended March 31 *  Provision for domestic and foreign income taxes

th e  C lu b  en gen d ers  a  good sp ir it  o f fr ien d sh ip  w h ich  c o n tr ib u te s  to a  c lo se-w o rk in g  
o rg an iz a t io n  su c h  a s  ou rs .

In  th e  p as t th re e  rep o rts  I h av e  m en tio n ed  th e  E m p loyees P ro fit S h a r in g  T ru s t  
F u n d  e s tab lish e d  b y  y o u r  C o m p an y fo r a ll p e rso n n e l o f  T h e  G ruen  W a tc h  C o m p an y 
an d  T h e  G ruen  N a tio n a l W a tc h  C ase  C o m p an y . O ne y e a r  ago , th e  to ta l c o n tr ib u t io n s  
h e ld  in  th e  T ru s t  w as $ 3 5 6 ,0 2 0 .6 7 . T h is  y e a r ’s  co n tr ib u t io n  o f $ 1 5 1 ,9 9 8 .8 0  b y  y o u r  
C o m p an y b r in g s  th e  to ta l to  $ 5 0 8 ,0 1 9 .4 7 . T h is  P ro f it S h a r in g  T ru s t , to w h ic h  em p lo yees  
m a k e  n o  c o n tr ib u t io n , is  p ro v id in g  an  e x c e lle n t m ean s o f s a v in g  an d , th e re fo re , an  
in c e n t iv e  to th e  em p lo yees . L is ted  below  a re  sam p le  f igu res  to  sh o w  am o u n ts  
a c c u m u la te d  in  T ru s t  fo r p erso n s a t  v a r io u s  s a la r y  ra n g e s , p ro v id ed  th e y  h a v e  been  
c o n tin u o u s ly  em p lo yed  d u r in g  th e  fo u r y e a r s  th e  p la n  h as  b een  in  o p e ra t io n :

Earnings Per Year
$ 2 ,5 0 0

3 .0 0 0
4 .0 0 0
5 .0 0 0

Under Fire Year Employees
$ 1 ,0 4 7 .5 0

1 .2 5 7 .0 0
1 .6 7 6 .0 0
2 .0 9 5 .0 0

Over Five Year Employees
$ 1 ,3 7 5 .2 5

1 ,6 5 0 .3 0
2 ,2 0 0 .4 0
2 ,7 5 0 .5 0



A  su b s ta n t ia l n u m b er o f  o u r  new  w a tc h m a k e r  em p lo yee s  com e from  o u r G ruen  
W a tc h m a k in g  In s t itu te  w h ich  is  d ed ic a ted  to  th e  t r a in in g  an d  re h a b il ita t io n  of 
d isab led  w ar v e te ra n s . O th e r g ra d u a te s  o f  th e  I n s t itu te  h av e  opened  je w e lr y  s to re s  o f 
th e ir  ow n o r a r e  w o rk in g  as tr a in e d  a n d  v a lu e d  em p lo yee s  o f  o th ers .

P L A N S  F O R  T HE  C O M I N G  Y E A R

I th in k  y o u  w ill b e  in te re s te d  in  o u r  p lan s  fo r  th e  co m in g  y e a r  to 
h e lp  s t re n g th e n  y o u r  C o m p an y  in  e v e r y  w a y  p o ss ib le . A m ong th e se  p e rh ap s th e  
m o re  im p o rtan t a r e  th e  fo llo w in g .

N E W  P R O D U C T S— T h is  sp r in g  G ruen  in tro d u ced  th e  A u to w in d , a n o th e r  n o tab le  
in n o v a tio n  b y  y o u r  C o m p an y . T h e  A u to w in d  is  th e  f irs t s e lf -w in d in g  w a tc h  p re sen ted  
b y  a  m a jo r  n a t io n a lly -k n o w n  co m p an y . T h is  w a tc h , d eve lo p ed  on th e  p r in c ip le  o f 
th e  fam o u s V e r i-T h in , is  n o t o n ly  s u b s ta n t ia l ly  th in n e r  th a n  o th e r  au to m a tic  
w in d in g  w a tch e s , b u t is  com posed  o f  few er p a r ts . W e a r e  q u ite  co n fid en t i t  w il l  p rove 
to  be th e  b est an d  m ost s a t is fa c to ry  w atch  o f  its  ty p e  on th e  m a rk e t.

A f te r  y e a r s  o f la b o ra to ry  w ork  an d  e x p e r im e n ta t io n , th e  w e ll-k n o w n  D irec to r 
G en era l o f o u r  S w is s  su b s id ia ry , H e n r i T h ieb au d  an d  h is  te c h n ic a l s ta ff  h a v e  p e rfec ted  
th e  C u rv a m e tr ic  m o v em en t, a new  d ev e lo p m en t w h ich  is  to  b e  in tro d u c e d  th is  fa ll. 
W e  p red ic t a n  e n th u s ia s t ic  re cep tio n  fo r  th is  m o v em en t, an  e v en  fu r th e r  ex ten s io n  of 
th e  fam o u s p a ten ted  C u rv e x  p r in c ip le  o f  a  co m p le te ly  c u rv e d  m o vem en t 
f itt in g  th e  n a tu ra l  c u rv e  o f th e  w ris t.

N E W  ST Y L E S— S in c e  y o u r  C o m p an y  m ade th e  s t y l in g  o f a  w atch  an  im p o rtan t 
fa c to r  in  i t s  s a le ,  G ruen  h as  been  re co gn ized  as th e  s ty le  le a d e r . In  fo llo w in g  th is  
tr a d it io n , G ruen  th is  sp r in g  b ro u gh t o u t, am o n g  m a n y  o th e r  new; s ty le s , its  V eri-T h in  
B r id e  an d  V eri-T h in  G room  m odels, sp o n so red  b y  th e  fam o u s B r id e  an d  Groom 
p ro gram  h eard  o ver th e  A BC rad io  n e tw o rk , b y  an  a u d ie n c e  o f th ir t y  m illio n  per 
w eek . T h ese  w a tc h e s  h av e  a lr e a d y  g a in e d  g re a t  p o p u la r ity . M a n y  o th e r  s t r ik in g  new  
m ode ls a r e  b e in g  d e s ig n ed — w ith  e q u a l ly  in te re s t in g  o p p o rtu n it ie s— for 
in tro d u c t io n  th is  fa ll .

N E W  SA L E S  PRO M O TIO N  E FFO R TS— In  th e  p as t i t  h a s  been  c u s to m a ry  in  
th e  in d u s tr y  to  p la c e  th e  m a jo r em p h asis  o f n a t io n a l m agaz in e  a d v e r t is in g  o f w a tch es  
on th e  p ro m o tio n  o f th e ir  s a le  a s  g if ts  fo r C h ris tm as  an d  G rad u a tio n . W e  b e lie v e  th a t 
w a tch es  can  be so ld  ju s t  a s  su c c e ss fu lly  a s  g if ts  fo r  M o th e r ’s D ay , F a th e r ’s  D ay, 
W ed d in g s  an d  A n n iv e rs a r ie s . T o w ard  th is  en d , w e a r e  p u b lish in g  th is  y e a r  fu l l  page, 
n a t io n a l m agaz in e  c am p a ig n s  to  c rea te  g if t  s a le s  fo r  th e se  sp e c ia l o cca s io n s , as  w e ll as  
C h ris tm as  and  G rad u a tio n . W e  a r e  a lso  p u tt in g  th e  la rg e s t  a d v e r t is in g  cam p a ign  in 
o u r h is to ry  b eh in d  " C u rv a m e tr ic ”  an d , a t  th e  sam e  t im e , c o n t in u in g  o u r re g u la r  
y e a r -ro u n d  n a t io n a l m agaz in e  and  rad io  a d v e r t is in g  cam p a ig n  su p p lem en ted  
w ith  co m p le te  m e rc h a n d is in g  m a te r ia l fo r  th e  je w e le r .

N E W  P U B L IC IT Y — Y o u r C o m p an y h as  p e rh ap s th e  m ost ex te n s iv e  p u b lic ity



p ro g ram  in  th e  w atch  o r je w e lr y  in d u s tr ie s ,  w ith  a c t iv it ie s  em b rac in g  n e tw o rk  
ra d io , m o tio n  p ic tu re s , o u td o o r c locks a n d  s ig n s  an d  o th e r  sp e c ia l p ro m o tio n s .
T h is  p ro gram  w il l  be c o n tin u e d  and  in ten s if ied  d u r in g  th e  co m in g  y e a r .
F o r ex am p le , w e  h ave  a n  a r ran g em en t u n d e r  w h ic h  fu ll-sc re e n  b lo w u p s o f G ruen 
w a tc h e s  in  te c h n ic o lo r  w il l  be sh o w n  d a i ly  in  1 ,0 0 0  th e a tre s  fo r  th e  la s t  s ix  m o n th s  o f 
1948 . A  sec tio n  e ls e w h e re  is  d evo ted  to  th e  p u b lic ity  p ro gram .

N E W  M A R K E T S— Y o u  a re  f a m ilia r  w ith  o u r  C an ad ian  s u b s id ia ry  an d  th e  fine job  it  
h as d o n e . D u r in g  th e  co m in g  y e a r , w e hope to  open  a  few  o u tle ts  in  M ex ico  and  
S o u th  A m er ic a  in  p rep a ra t io n  fo r th e  d a y  w h en  o u r p ro d u c tio n  is  su ff ic ien t to 
r e a l ly  open  th e se  n ew  m ark e ts  on  a  la rg e  sc a le .

I N C O N C L U S I O N
In  c o n c lu d in g  th is  re p o r t , I w a n t to  th a n k  a l l  th e  o fficers, d irec to rs  

an d  em p lo yee s  fo r  th e ir  lo y a lty  an d  effo rts w h ic h  c o n tr ib u te  so  m u c h  to  o u r su cc e ss .
In  b e h a lf  o f  o u r  sh a re h o ld e rs , d ire c to rs , an d  em p lo yees , I ex p re ss  m y  deep  

ap p rec ia t io n  to  o u r  6 5 0 0  G ruen  je w e le rs  fo r  th e ir  fine co o p era tio n  an d  lo y a l 
su p p o rt an d  w ish  fo r  th e m  th e  co n tin u ed  su c c e ss  th e y  so  r ic h ly  d ese rv e .

I w a n t a lso  to  ex ten d  o u r s in c e re  th a n k s  to  o u r  su p p lie r s  in  A m e r ic a , C an ad a , 
an d  S w itz e r la n d  fo r  th e ir  e x c e lle n t co o p era tio n  w h ic h  h as  m ad e  i t  p o ss ib le  to 
co n tin u e  th e  p ro d u c tio n  o f o u r fine w a tch e s , v e r y  o ften  u n d e r  th e  m ost t r y in g  
c irc u m sta n c e s .

To y o u  sh a re h o ld e rs  w ho  h ave  e x h ib ited  y o u r  co n fid en ce  in  th e  m an agem en t,
I w an t to  c o n v e y  th e  g ra t itu d e  of th e  e n t ir e  o rg an iz a t io n  an d  to  p led ge  to  yo u  
o u r co n s tan t efforts to w ard  th e  co n tin u o u s  p ro g ress  o f y o u r  C om pany.

S in c e r e ly  y o u rs ,

Benjamin S. Katz 
President

Time Hill, Cincinnati, Ohio 
May 28, 1948



T H  E W A T C H  C O M P A N Y
CONSOLI DATED BALANCE)

A S S E T S

C ash  on h an d  a n d  d em an d  d e p o s its . . _ „
1 ..................................................................................................................................$  2 ,7 7 7 ,6 6 5 .6 8

$ 1 ,3 5 0 ,0 0 0  U n ited  S ta te s  G o vern m en t s e c u r it ie s ,  a t  c o s t ...........................................................................  2 3 4 9  9 J 5  g3

N o tes an d  a c c o u n ts  re c e iv a b le , t r a d e , le s s  a llo w a n c e  fo r  d o u b tfu l n o te s  an d  a c c o u n t s .....................  1 ,1 7 1 ,9 9 6 .2 9

In v e n to r ie s , a t  th e  lo w er o f  co st o r m a rk e t (N ote 2 ) ...................................................  4  4 1 g  ^  j j

Total current assets. . .
........................................................................................................................................  9 ,7 1 6 ,0 3 9 .9 1

C ash  s u r re n d e r  v a lu e  o f in s u ra n c e  ag g reg a tin g  $ 1 ,1 6 6 ,8 4 0  o n  l iv e s  o f o fficers (N ote 3 ) ...................  1 6 5 ,2 8 4 .8 8

O th er n o te s  a n d  a c c o u n ts  r e c e iv a b le .............................
.......................................................................................................................  8 3 ,8 8 5 .5 9

S u n d r y  in v e s tm e n ts , a t c o s t .  . . .
.............................................................................................................................................  7 5 9 .7 0

L an d , b u ild in g s , an d  eq u ip m en t , a t  c o s t ............................................................................................. $  1 6 6 6  184 03

Less, a llo w a n c e  fo r  d e p re c ia t io n ................................................................  g 99  3qq

9 7 5 ,8 8 3 .7 0

P rep a id  exp en ses  an d  d e fe rred  c h a r g e s ................................................................
............ .............................> . . . . OvU^T'v.ZO

P a te n ts , trad e -m ark s , co p y r ig h ts , an d  g o o d w ill ......................................................  ^

$ 1 1 ,2 4 8 ,0 9 5 .0 4

The a ccom panying notes Nos. 1 to 5 are



$  6 0 3 ,7 4 5 .7 5

A N D  S U B S I D I A R Y  C O M P A N I E S
SHEET,  MARCH 31 ,  1948

LIABILITIES
A cco u n ts  p a y a b le .................................................................................................................

A cc ru e d  e x p e n s e s ....................................................................................................................................................................................  7 2 1 ,6 6 7 .8 2

D iv id en d s p a y a b le ............................................................................................................................................................  1 3 4 ,3 0 0 .8 7

P ro v is io n  fo r  d o m estic  an d  fo re ig n  ta x e s  on in co m e , le s s , U . S .  T re a s u ry  T ax  S a v in g s  N otes

(a t  co st an d  a c c ru e d  in te re s t )  $ 7 5 7 ,9 4 8  (N ote 5 ) ................................................................................................  4 3 1 ,4 7 7 .0 5

Total current liabilities............................................................................................................................................... 1 ,8 9 1 ,1 9 1 .4 9

N o tes p ayab le , b a n k , d u e  a n n u a l ly  in  v a r y in g  am o u n ts  from

J u ly  1 , 1 9 4 9  th ro u gh  J u ly  1 , 1955  (N ote 4 ) ............................................................................................................  1 ,6 0 0 ,0 0 0 .0 0

C A P I T A L
C ap ita l s to ck :

P re fe r r e d  s to c k , 4 Yi p e r  c e n t c u m u la t iv e ; $ 1 0 0 .0 0  p a r  v a lu e ;

au th o r iz ed  2 5 ,0 0 0  sh a r e s , is su e d  an d  o u ts tan d in g , n o n e ................................. $ ----------

C om m on s to ck , $ 1 .0 0  p a r  v a lu e ;  6 5 0 ,0 0 0  sh a re s  au th o r iz ed ,

505 ,337^ 4  sh a re s  is su e d , le s s  121 ,08134  sh a re s  in  t r e a su r y ,

o u ts ta n d in g  3 8 4 ,2 5 6  sh a re s  (N ote 3 ) .............................................................................. 3 8 4 ,2 5 6 .0 0

E arn ed  su rp lu s , as  an n ex ed  (N otes 1 , 3 , an d  5 ) ..........................................................................  7 ,3 7 2 ,6 4 7 .5 5

7 ,7 5 6 ,9 0 3 .5 5

$ 1 1 ,2 4 8 ,0 9 5 .0 4

an in tegral part o f this balance sheet.



N O T E S  T O C O N S O L I D A T E D  S T A T E M E N T
OF INCOME AND EARNED SURPLUS

N O TES 1 , 3 ,  an d  5  to  co n so lid a ted  b a lan ce  sh e e t , M a rch  3 1 , 1948  a r e  in c o rp o ra ted  h e re in  b y  re fe re n c e .

T h e  p ro v is io n s  fo r  d ep re c ia t io n  in c lu d e d  in  th e  co n so lid a ted  s ta te m e n t o f in co m e a m o u n t to  $ 1 0 5 ,8 7 7 .1 4 .

T h e  p ro v is io n s  fo r  co n tr ib u t io n s  to  th e  profit sh a r in g  fu n d , fo r  th e  b en efit o f th e  em p lo yee s  o f T h e  G ruen 
W a tc h  C o m p an y  an d  T h e  G ru en  N a tio n a l W a tch  C ase  C o m p an y , in c lu d e d  in  th e  co n so lid a ted  s ta te m e n t o f 
in c o m e , a m o u n t to  $ 1 5 1 ,9 9 8 .8 0 .

In co m e a cco u n ts  o f fo re ign  su b s id ia r ie s  w ere  c o n v e r ted  su b s ta n t ia l ly  a t  th e  official ra te s  o f ex ch an g e . T h e 
u n re a liz e d  ga in  o f $ 2 1 ,8 5 9 .3 0  a r is in g  fro m  ch an ges in  co n vers io n  v a lu e  o f n e t  c u r re n t  a ss e ts  o f fo re ig n  su b s i­
d ia r ie s  w as c red ited  to co n so lid a ted  e a rn ed  su rp lu s .

In te rco m p an y  sa le s  an d  e s t im a te d  in te rco m p an y  p ro fits w ere  e lim in a te d  in  th e  p rep a ra t io n  o f th e  c o n ­
so lid a ted  s ta tem en t o f in co m e .

C o n so lid a ted  n e t in co m e in c lu d e s  n e t in co m e o f fo re ign  su b s id ia r ie s  ag g reg a tin g  $ 3 0 7 ,9 2 6 .0 7 . No d iv i­
d en d s w ere  re c e iv ed  fro m  fo re ig n  su b s id ia r ie s  d u r in g  th e  y e a r .

LYBRAND, ROSS BROS. & MONTGOMERY
Certified Public Accountants 

CINCINNATI
To the Board o f  Directors, The Gruen Watch Company, Cincinnati, Ohio.

W e  h av e  ex am in e d  th e  co n so lid a ted  b a lan ce  sh e e t o f T h e  G ruen  W a tc h  C o m p an y  and  its  s u b s id ia ry  com ­
p an ie s  as a t M arch  3 1 , 1 948 , a n d  th e  co n so lid a ted  s ta te m e n ts  o f in co m e an d  su rp lu s  fo r th e  y e a r  th e n  en ded . 
E xcep t w ith  re sp ec t to  th e  S w is s  su b s id ia ry  w e h av e  rev iew ed  th e  sy s tem s o f in te rn a l co n tro l a n d  th e  a c c o u n t­
in g  p ro ce d u re s  o f th e  co m p an ies  an d , w ith o u t m a k in g  d e ta ile d  a u d its  o f th e  tr a n sa c t io n s , h av e  ex am in e d  or 
te s ted  a c c o u n t in g  re co rd s  o f th e  co m p an ies  and  o th e r  su p p o rtin g  ev id e n c e , b y  m eth o d s an d  to  th e  e x te n t we 
deem ed  a p p ro p r ia te . O ur e x am in a tio n  w as m ade in  ac c o rd an c e  w ith  g e n e r a l ly  accep ted  a u d it in g  s tan d a rd s  
an d  in c lu d e d  a l l  p ro ced u res  w h ich  w e co n sidered  n e c e s sa ry  in  th e  c irc u m sta n c e s . W e  h a v e  re ce iv ed  th e  rep o rt 
o f  o th e r  a c c o u n ta n ts  w ho  ex am in e d  th e  f in an c ia l s ta te m e n ts  o f th e  S w iss  su b s id ia ry .

In  o u r  o p in io n , b ased  upon  su c h  e x am in a tio n  an d  upon su ch  re p o rt o f o th e r  a c c o u n ta n ts , th e  a c c o m p an y ­
in g  co n so lid a ted  b a lan c e  sh e e t  an d  re la te d  co n so lid a ted  s ta te m e n ts  o f in co m e an d  s u rp lu s  p re se n t f a ir ly  th e  
co n so lid a ted  p o s it io n  o f T h e  G ruen  W a tc h  C o m p an y an d  its  s u b s id ia ry  co m p an ie s  a t  M a rch  3 1 , 1948  an d  th e  
co n so lid a ted  r e s u lt s  o f th e ir  o p e ra tio n s  fo r  th e  y e a r  th en  en d ed , in  co n fo rm ity  w ith  g e n e r a l ly  accep ted  a c c o u n t­
in g  p r in c ip le s  ap p lied  on a  b a s is  c o n s is te n t w ith  th a t  o f th e  p re c e d in g  y e a r .

. Lybrand, Ross Bros. & Montgomery
C in c in n a t i ,  O h io

May 17, 1948



THE GRUEN WATCH COMPANY AND SUBSIDIARY COMPANIES
CONDE NSE D C O M P A R I S O N  OF C O N S O L I D A T E D  F I N A N C I A L  P O S I T I O N

at March 31, 1937, 1942, 1947 and 1948

M ar. 31, 1937 M ar. 31, 1942 M ar. 31, 1947 M ar. 31, 1948

Total Current Assets.......................................
Total Current Liabilities.................................

$2,162,208.68
488,381.43

$6,008,279.22
1,528,001.87

$9,043,040.04
2,091,503.46

$9,716,039.91
1,891,191.49

Net Current Assets..................................
Term Loan From Bank....................................

1,673,827.25 4,480,277.35
1,250,000.00

6,951,536.58
1,600,000.00

7,824,848.42
1,600,000.00

Net Current Assets in Excess of Term
Loan from Bank..............................

Cash Surrender Value of Insurance on
Lives of Officers and Directors.............

Clash D^nnsitfi Restricted

1,673,827.25

5,078.65

3,230,277.35

45,924.96

5,351,536.58

133,535.62
211,854.50

1,157,303.85
*593,105.13

6,224,848.42

165,284.88

Land, Buildings and Equipment, at Cost. . .
Allowance for Depreciation..................

Appraisal Appreciation Included in Prop- 
prtv Aeemints

762,348.07
*297,107.09

84,407.90
113,022.42
29,503.92

839,524.44 
*407,494.00

1,666,184.03
*690,300.33

Investments.......................................................
Other Assets.....................................................

15,219.39
68,931.06

759.70
208,365.07

759.70
390,126.85

Net Assets of Companies Applicable to 
Debenture Holders and Share­
holders...............................................

Registered Debentures Issued in Part 
Settlement of Liabilities to Banks........

2,371,081.12

713,772.15

3,792,383.20 6,470,250.19 7,756,903.55

Equities of Shareholders of The Gruen 
Watch Company............................ $1,657,308.97 $3,792,383.20 $6,470,250.19 $7,756,903.55

Capital Stock Issued in Settlement of 
Balance of Liabilities to Banks: 

niass A Preferred Stoek .8 727,500.00 
357,894.00Class B Preferred Stock................................

$1,085,394.00

Equity of Preferred (Class C and 5 per cent 
Cumulative) and Common Share­
holders.....................................................

Preferred Stock (Class C and 5 per cent 
Cumulative)............................................

.$ 571,914.97 

489,375.00

$3,792,383.20

450,850.00

$6,470,250.19 $7,756,903.55

Equity of Common Shareholders............... .$ 82,539.97 $3,341,533.20 $6,470,250.19 $7,756,903.55

Represented by:
Common Stock......................................
Surplus....................................................

Excess of Cost of Shares of Subsidiaries 
Over Equities in Net Worth at Acqui­
sition ........................................................

.$  120,742.00 
46,809.01

. *85,011.04

$ 430,767.25 
2,910,765.95

$ 384,256.25 
6,085,993.94

$ 384,256.00 
7,372,647.55

Equity of Common Shareholders............... .$  82,539.97 $3,341,533.20 $6,470,250.19 $7,756,903.55

* I ta lic s  d e n o t e  r e d  f i g u r e s .
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S A L E S P R O M O T I O N S

O ne h u n d red  f u l l  p age  and  d o u b le  page a d v e r t is e ­

m e n ts  in  n a t io n a l p u b lic a t io n s  th is  f a ll  w il l  

g r a p h ic a l ly  te ll  th e  A m e r ic a n  p u b lic  th e  co lo rfu l 

s to ry  o f  G ruen  w a tch e s . H u ge  cam p aign s w il l  be 

d evo ted  to  C u rv ex — a n n o u n c in g  th e  d ram atic  C u rva - 

m e tr ic  d ev e lo p m en t— V eri-T h in , A u to w in d , 

d iam o n d  w a tch es  an d  fo u r te e n -k a ra t  go ld  w atch es . 

In te n s iv e  co v e rage  w il l  s t a r t  in  e a r ly  S ep te m b er , 

b u ild in g  up  to  a  c lim ax  a t th e  p e ak  o f th e  C h ris tm as  

b u y in g  sea so n . F u r th e r , o u r  p ro gram  o f rad io  

spo t a n n o u n c e m e n ts , d a i ly  c o v e r in g  m a jo r  

m a rk e ts , w il l  a lso  k eep  A m er ic a  "G ru e n ”  co n sc io u s .

A ll G ruen  a d v e r t is in g  is  d es ign ed  to add to  th e  

C o m p an y ’s  p re s t ig e , re f lec t th e  c h a ra c te r  an d  q u a l it y  

o f  o u r p ro d u c ts , to  in c re a s e  co n su m er a c ce p tan ce  

a n d  to  c r e a te  s a le s . T h e  .1948 cam p aign , ou r 

th ir ty -e ig h th  a s  a  n a t io n a l a d v e r t is e r , w il l  b e , b y  

a n y  s tan d a rd s  o u r  g re a te s t , bo th  in  

v o lu m e  a n d  e ffec tiv en ess .



here come the

and

specially 
designed 
gift watches 
.. .H9.75 
inspired 
l»v the
Bride and Groom
Radio
Program

U nblwj! />><!' hi y m tr in k ?  Start tlw-i. «*miu«ra>ta? jo tm v y  n il! , 
j i l t  that sav- l<c-I ui«h.s«" in  the pla in! avtarwr . . .  .t "Rriitt-*' naUh

e ' u a td i h r  l.r t- rn . Ii;s|dred hv the- Itunou. Unde and
to ruvpMio. A w  .|.»stnpia>fce.l new »at<4tr* i -B m I  the finest

irs m o le 'll »at>h th'sipn 4uJ e ra lt '.im iis 'ii;. Other Mw4*t»
lit *» **>  mclwUug fi-ih-iol t« .  G run t w  lh *  official l iw p h - r

i*ji> \im -i«.in W<mM  V iu jy * . The C ra v e  W al.lt Onnj-om.
T .' iic  ll i l l .C m r it it t i l i  «U>bw. In  C iaa-iv . T<mwl«*.

•  F o r  th en  4 io !  s ift- . con su lt your jrw elcr.

- ia ii»” B It 11) l- and G R (>O M ‘ n d,.. l'-..;.an-.
iir.,jd< * .t  "Vci tlo A BC  m tw *k . M.mrfiiy ItHwtffa Friday.

GMEN
T i l l  w a t c h

In  ad d itio n  to  th e  u su a l b ig  s e l l in g  effort a t  G rad u a tio n  se a so n , G ruen  en gaged  th is  

S p r in g  in  th re e  sp ec ia l a d v e r t is in g  cam p a ig n s , i l lu s t r a te d  on th e se  p ages . M o th e r ’ s and 

F a th e r ’s d a y  ad s  a r e  th e  firs t fu ll p ages devo ted  e s p e c ia l ly  to  s e l l in g  w a tch es  as g if ts  

fo r th e se  o ccas io n s . T h e w id esp read  B ride  an d  G room  p ro m o tio n  is  a sp ec ia l 

a r ran g em en t w ith  th e  B ride  an d  Groom rad io  sh o w  w h ich , in  tu rn , a d v e r t is e s  th ese  

m o d e ls  five d a y s  each  w eek  (re a c h in g  th ir t y  m illio n  per w eek ) o ver the 

2 6 5 -s ta t io n  n e tw o rk  of ABC.



D E A L E R  C O O P E R A T I O N  . . .

Under the terms of our 50/50 Cooperative Advertis­
ing Plan, Gruen jewelers last year purchased 

25,519 newspaper advertisements, totaling 
3,250,000 lines of space in newspapers from 

coast to coast, a one-third increase over 
the previous year

Jewelers are furnished several permanent-type 
window displays each year as well as other window 

and counter cards. Many thousands of car cards 
and billboards are posted annually, each posting 

lasting at least a month.

The full value of national advertising cannot be 
received unless it is backed up with complete 
point-of-sale material—newspaper ad mats, window 
displays, car cards, mailing pieces, clocks, etc. 
More jewelers utilized more Gruen material last 
year than ever before.

40,000 "Gruen Watch Time” clocks which also 
incorporate the name of a jeweler are in use in 
public places such as office buildings, restaurants, 
theatres, etc., throughout the country, reminding 
the public of Gruen.

Direct mail material created by Gruen—postal cards 
and brochures—were mailed by jewelers into 
5,000,000 homes last year. 8,000,000 Gruen 
match folders were distributed over jewelry 
store counters.



P U B L I C I T Y .  . .

A new book, A Matter o f Time, an informal history 
of timepieces, published by Harper & Bros., 

chooses Gruen as the best example of modern 
watches. The last 25,000 words are on the Gruen

factories and product.

Currently fifteen network radio shows with a total 
of twenty-four broadcasts per week transmit the 

Gruen identity to huge audiences daily. This, 
in addition to our own spot announcements, 

gives intense national coverage.

Gruen has recently produced two sixteen milimeter 
films in technicolor, of highest professional 

caliber, which are being circulated on a national 
basis to audiences in schools, churches, civic 

clubs, and to jewelers and watchmakers.

This Company has more than 250 neon 
"Spectaculars” in major cities, mostly in tie-ins 
with nationally-known establishments as shown here. 
Also there are clock installations wherever huge 
crowds gather, such as Metropolitan Opera, many 
airports, baseball parks, and all important race tracks.

Twenty-one feature motion pictures and six 
newsreels last year presented the Gruen identity to 
theatre audiences across the nation. A new 
arrangement will show Gruen watches in techni­
color in 1000 theatres constantly for the 
last half of 1948.



O H I O

T H E G R U E N  W A T C H  
T I M E  H I L L ,

C O M P A N Y

C I N C I N N A T I ,

S A LE S  OFF ICES

N E W  Y O R K  

CHICAGO 

L O S ANG ELES

In te rn a t io n a l B ldg . 6 3 0  F if th  A ve . 

P it ts f ie ld  B ldg. 5 5  E. W a s h in g to n  S t .  

P e r s h in g  S q u a re  B ldg . 4 4 8  S .  H ill S t.

D IRECTORS

Jo h n  R . B u llo c k  

S te r l in g  B . C ram er 

E. W . E dw ards 

G eo. J .  G ruen  

G eorge T . G ruen  

B en ja m in  S .  K atz  

C lifford  R . W r ig h t

A tto rn e y

F ir s t  V ic e  P re s id e n t , T h e  F if th  T h ird  U n io n  T ru s t  C o m p an y 

C h a irm an  of th e  B o ard , T h e  E dw ards M a n u fa c tu r in g  C o m p an y 

C h a irm an  of th e  B oard  

S e c r e ta r y

P re s id e n t and  T re a su re r

C h a irm an  of th e  In v e s tm e n t C o m m ittee , U n io n  C en tra l 

L ife  In su ra n c e  C o m p an y

OFF ICERS

G eo. J .  G ruen  

B en ja m in  S . K atz 

S im o n  C . G e rsh ey  

H e n r i T h ieb au d  

A aro n  T h o rn e  

G eorge T . G ruen  

A lfred  T . R e is  

T h o m as F . J e a r y

C o un se l 

T ra n s fe r  A gen t 

R e g is tr a r

C h a irm an  of th e  B oard

P re s id e n t an d  T re a su re r

V ice  P re s id e n t an d  D ire c to r  o f S a le s

V ice  P re s id e n t in  C h arge  o f M a n u fa c tu r in g

V ice  P re s id e n t an d  W e s te rn  S a le s  M an ag e r

S e c r e ta r y

C o m p tro lle r

A u d ito r

T aft , S te t t in iu s  & H o llis te r , C in c in n a t i , O hio

T h e  F if th  T h ird  U n io n  T ru s t  C o m p an y , C in c in n a t i , O hio

T h e  C e n tra l T ru s t  C o m p an y , C in c in n a t i , O hio





t h s  v t e c u v

Fiscal Year Ended March 31,1949 
The Gruen Watch Company 
Time Hill, Cincinnati 6, Ohio



T H E  G R U E N  W A T C H  C O M P A N Y

Fiscal y e a r  ended March 31, 1949

SA L E S O FFICES

N E W  YO RK  

CHICAGO 

L O S ANGELES

D IRECTO RS

Geo. J .  G ruen
Chairman

Jo h n  R . B u llo ck  

S te r lin g  B . C ram er

O FFIC E R S

G eo. J .  G ruen  

B en jam in  S . K atz 

S im o n  C . G ersh ey  

H en ri T h ieb au d  

G eorge T . G ruen  

A lfred  T . R eis 

T h o m as F . J e a ry

C o un se l 

T ran s fe r  A gent 

R e g is tr a r

In te rn a t io n a l B ld g ., 6 3 0  F ifth  A ve. 

P itts f ie ld  B ldg ., 55  E. W ash in g to n  S t. 

P e rsh in g  S q u a re  B ld g ., 4 4 8  S .  H ill S t.

G eorge T. G ruen 

B en jam in  S .  K atz 

Ira  R . Katz 

C lifford  R . W r ig h t

C h a irm an  o f th e  Board

P res id en t an d  T re a su re r

V ice  P re s id en t and  D ire c to r o f S a le s

V ice  P re s id en t in  C h arge  o f M a n u fa c tu r in g

S e c re ta r y

C om ptro ller

A u d ito r

T aft , S te t t in iu s  &  H o llis te r , C in c in n a t i, Ohio

T h e  F ifth  T h ird  U n io n  T ru s t  C o m p an y , C in c in n a t i, O hio

T h e  C en tra l T ru s t  C o m p an y, C in c in n a ti, O hio



highlights of the y e a r . . .

FINANCIAL

Year Ended March 31 1949 1948
War Years’ 

Average
1942-1946

Last
Prewar Year

1941

Net Profit after Taxes 1,391,217.95 1,764,326.73 896,984.06 903,401.73

Net Profit Per Share* 3.62 4.59 2.33 2.35

Dividends Per Share' 1.40 1.30 .80 .28

Federal Income Taxes 882,387.51 1,048,131.35 1,171,106.84 449,323.39

Ratio: Current Assets to 
Current Liabilities 4.2 5.1 4.0 3.9

Average Number of 
Domestic Customers 7,213 6,763 5,332 5,123

Accumulated Profit Sharing 
of Average $3000 a year 
employee with 5 years’ 
or more service

1,961.10 1,650.30
**758.40

* B a sed  o n  384,256 sh a r e s  ou ts ta n d in g

** A ccu m u la ted  a m ou n t f o r  y e a r s  e n d ed  M arch  31, 1945 a n d  M arch  31, 1946

ADMINISTRATIVE
Personnel
In su ra n c e  an d  h e a lth  p lan s im proved  
T e s t in g , t r a in in g  p ro g ram s exp an ded  
3 -w eek  v a c a t io n s  lo r  2 5 -y e a r  peop le

Promotions
C u rv am e tr ic  cam p aign  b iggest e v e r  sup ­

p o r t in g  one se r ie s  o f w atch es

Products
C u rv a m e tr ic , an  im p ro ved  C u rv e x , m arke ted  
A u to w in d  in tro d u ced , re c ep tio n  e x c e lle n t

Plants and Productions
P ro d u c tio n  in c reased  
M a n u fa c tu re  co n so lid a ted  a t N orwood 

fa c to ry

-



president’s report. . .

President’s Report to the Shareholders
It is  w ith  a  d eep  se n se  o f p r id e , sh a red  b y  th e  e n ­

t ir e  o rg an iza t io n , th a t I p resen t to yo u  th e  repo rt o f 
th e  sev en ty -f if th  y e a r  o f y o u r  C o m p an y ’s o p era tio n s . 
I kn o w  th a t y o u  too w il l  sh a re  th e  p r id e  we d e r iv e  
fro m  re v ie w in g  in  th is  re p o rt y o u r  C o m p an y ’s  s e v ­
en ty -f iv e  y e a r s  o f p ro g ress  and  ach iev em en ts . W e 
sh a ll  o b serve  th e  p a ss in g  o f o u r  sev en ty -f if th  a n n i­
v e r s a ry  b y  m a k in g  th e  m ost v igo ro u s and  en e rg e tic  
effo rts to  co n tin u e  o u r  p ro g ress  in to  th e  fu tu re .

Financial Results
C o n so lid a ted  profit fo r th e  y e a r  en d ed  M arch  3 1 , 

1949  am o u n ted  to  $ 2 ,2 7 3 ,6 0 5 .4 6  b efo re  ta x e s , an d  
$ 1 ,3 9 1 ,2 1 7 .9 5  a f te r  a l l  c h a rg e s  an d  ta x e s , as  co m ­
pared  w ith  $ 2 ,8 1 2 ,4 5 8 .0 8  b efo re  and  $ 1 ,7 6 4 ,3 2 6 .7 3  
a f te r  ta x e s  fo r th e  p reced in g  fiscal y e a r . B ased  on 
3 8 4 ,2 5 6  sh a re s  o f C om m on S to c k  o u ts tan d in g  at 
M arch  3 1 ,1 9 4 9  e a rn in g s  fo r  th is  y e a r  eq u a l $ 3 .6 2  per 
sh a re , a s  com pared  w ith  e a rn in g s  o f $ 4 .5 9  per sh a re  
fo r th e  f isca l y e a r  en d ed  M arch  3 1 , 1948  an d  $ 2 .8 2  
p er sh a re  a v e rag e  fo r th e  ten  y e a r  period  ended  
M arch  3 1 , 1949 . D u rin g  th e  y e a r  en d ed  M arch  3 1 , 
1949 , d iv id en d s  am o u n ted  to  $ 1 .4 0  p er sh a re  a s  co m ­
pared  w ith  $ 1 .3 0  fo r th e  p reced in g  y e a r .

T h e  p as t y e a r  w as p r im a r ily  o n e  o f re ad ju s tm en t 
fo r y o u r  C o m p an y to  m o re  n o rm a l co n d itio n s  of bo th  
p ro d u c tio n  an d  s a le s . S o m e  o f th e  d iff icu lt ie s  th a t  we 
faced  in  S w itz e r lan d  th a t  h ad  lim ite d  o u r p ro d uctio n  
so  su b s ta n t ia l ly  in  th e  p ast y e a r s  w ere  overco m e la te  
in  th e  y e a r , w ith  a  r e su lta n t  p ro d u c tio n  in c rea se . 
T h is  in c re a s e , a lo n g  w ith  th e  v e r y  sm a ll  p ro d u ctio n  
o f o u r n e w ly  e s tab lish ed  A m e r ic a n  m o vem en t d iv i­
s io n  w as su ff ic ien t to  en ab le  u s to  s e ll th e  g re a tes t 
n u m b er o f W atches in  G ruen  h is to ry .

Y ou w ill rem em b er th a t la s t  y e a r  I to ld  yo u  G ruen  
a n t ic ip a te d  s e l l in g  a  la rg e r  n u m b er o f w a tch es th is  
y e a r  bu t th a t  a  s la c k e n in g  d em an d  fo r d iam ond  and  
so lid  gold m o d e ls  in d ic a ted  a  d o lla r  s a le s  vo lu m e d e ­
c re a se . I a lso  p o in ted  ou t th a t in c re a sed  o p era tin g  
co sts  m ade it  do u b tfu l th a t e a rn in g s  w o u ld  eq u a l th o se  
o f th e  y e a r  th en  en d ed . T h e  sa le  o f o u r exp en s iv e  
w atch es h e ld  up  b e tte r  th an  ex p ec ted , and  ou r d o lla r

sa le s  v o lu m e  w as o u r  g re a te s t , su rp a ss in g  th a t  o f la s t  
y e a r  b y  a  sm a ll m a rg in . D esp ite  th is  s a le s  in c re a se  
h o w ev er, e a rn in g s  w e re , a s  a n t ic ip a te d , le s s  th an  
la s t  y e a r .

T h e  d e c re a se  in  y o u r  C o m p an y ’s n e t p ro fit from  
la s t  y e a r ’ s reco rd  h ig h  is  ex p la in ed  b y  fo u r fa c to rs . 
F ir s t , y o u  m a y  rem em b er la s t  y e a r ’s in co m e sta tem en t 
re flec ted  n o n -re c u rr in g  p ro fits o f $ 1 2 6 ,1 0 2 .1 3 , co n ­
s is t in g  o f an  ex ce ss  p ro fits ta x  re fu n d  to  th e  C an ad ian  
C o m p an y , an d  an  ad ju s tm e n t o f ex ce ss  p ro v is io n  for 
exp en ses  on  c a sh  d ep o sits  p re v io u s ly  b locked  b y  th e  
S w iss  g o v e rn m en t. S eco n d , a s  a n t ic ip a te d , o p e ra tin g  
co sts  in c re a sed  b u t y o u r  m a n ag em en t deem ed  it ad ­
v isab le  not to  r a is e  p r ic e s  in  v iew  o f th e  tren d  of

200%

1938 1943 1948
1938=100

This chart indicates comparative increases in selling prices, 
cost o f materials and average earnings o f employees, 1938-48.



A step in ebauche’ manufacture at Long Island

O ur A m erican  m o vem en t p ro d u ctio n  p rogram  h as 
m oved  a lo n g  v e r y  s a t is f a c to r i ly .  S in c e  com p leting  
o u r f irs t A m erican  m ade m o v em en t d u r in g  the p ast 
y e a r , w e h av e  e s tab lish ed  a  m odest flow o f th is  p ro ­
d u c tio n  and  e x p ec t to  in c re a se  it s te a d ily . A lth o u gh  
th is  p ro gram  h as  been  v e ry  e x p en s iv e , it  is  co n ­
s id e red  m ost e s s e n t ia l a s  a  p ro te c tio n , w hen  com ­
p le ted , a g a in s t  bo th  p ro h ib it iv e  in c re a se s  in ta r if f  
ra te s  an d  a  p o ss ib le  co n flic t in  E urope th a t  w ou ld  cu t 
u s  off from  S w itz e r lan d .

Plant Expansion Program
S in c e  th e  la s t  re p o r t , s e v e ra l d eve lo p m en ts  h ave 

tak en  p lace  in  o u r  d o m estic  exp an s io n  p rogram . T h e 
m o vem en t p la n t a t  M t. V e rn o n , N . Y ., o u tg rew  its  
q u a r te r s  an d  w as m oved  to  a  n ew , re n te d  b u ild in g  a t 
L ong Is la n d  C ity . H e re  in  C in c in n a t i, w e com pleted  
p la n s  fo r  th e  u lt im a te  in  e ff ic ien t, m o dern  w atch  fa c ­
to r ie s  to  be e re c ted  o n  th e  lan d  we had  a c q u ire d  on 
th e  o u tsk ir ts  o f C in c in n a t i, an d  to h o u se  a l l  do m estic  
p ro d u c tio n . W h e n  fin a l b id s on  th e  p ro jec t w ere  r e ­
c e iv ed , it  w as dec id ed  to  ho ld  th e  p lan s in ta c t  u n til 
b u ild in g  co sts  becom e m o re  re a so n ab le . M ean w h ile , 
w e h av e  re n ted  in  N orw ood , O h io , ad ja c e n t to  C in ­

c in n a t i , an  e n t ir e  b u ild in g  o f 9 0 ,0 0 0  sq u a re  fe e t to 
h e lp  co n so lid a te  o p e ra tio n s . W e  w il l  m ove in to  th is  
b u ild in g  T h e  G ruen  N atio n a l W a tc h  C ase  C o m p an y 
an d  th e  L o n g  Is lan d  m o vem en t o p era tio n , an d  we 
h av e  a lr e a d y  m oved  th e re  T h e  G ruen  W a tc h m a k in g  
In s t itu te  (o u r  sch o o l com posed la rg e ly  o f d isab led  
v e te ra n s ) and  m ost o f o u r  a s s e m b ly  o p e ra tio n s . T h is  
m ean s th a t  a l l  o u r A m er ic an  o p e ra tio n s  w ill be 
h o u sed  in  tw o b u ild in g s  r a th e r  th an  five a s  d u r in g  
th e  la s t  y e a r . W 'e b e liev e  th is  w ill fu lf ill sp ace  needs 
u n t i l  re a so n ab le  co sts  p e rm it o u r n ew  b u ild in g  p ro ­
g ram  to p ro ceed .

Marketing Program
L ast y e a r  I re p o rted  th a t  to ta l s a le s  o f jew e led  

m o v em en t w a tc h e s  had  d e c lin e d  a lm o st tw e n ty  p e r ­
c e n t d u r in g  th e  p rec ed in g  y e a r , b u t, b e c au se  o f c o n ­
su m er in s is te n c e  fo r  n a t io n a l ly  kn o w n  and  a d v e r t ise d  
b ra n d s , m a jo r  co m p an ies  h ad  n o t b een  affec ted . A lso , 
th ro u g h o u t m ost o f th e  p a s t  y e a r  th e se  co m p an ies  
w ere  n o t affec ted . H o w ever , th e  d o w n w ard  tren d  in  
to ta l sa le s  h a s  co n tin u ed , an d  h as  been  fe lt  in  re c en t 
m o n th s b y  a l l  co m p an ie s , in c lu d in g  y o u r  ow n. 
W a tc h e s  a r e  b eco m in g  m o re  d ifficu lt to  se l l  an d  y o u r  
C o m p an y is  r e e x a m in in g  a n d  sh if t in g  its  m a rk e t in g  
an d  p ro m o tio n  p o lic ie s  to  fit th e  t im e s . P re s e n t p ro ­
g ram s a r e  b e in g  ch an ged  a n d  exp an d ed  a n d  n ew  p ro ­
g ram s a r e  b e in g  la u n c h e d  to  h e lp  y o u r  C om pany 
m a in ta in  and  im p ro ve  its  p o s itio n  o f le ad e rsh ip  in 
th e  in d u s tr y .

As an  ex am p le , th e  p ro m o tio n a l p rogram  b eh in d  
th e  G ru en  A u to w in d , o u r se lf-w in d in g  w a tch , w ill be 
a  v e ry  m u ch  exp an d ed  o n e  b ecau se  su rv e y s  co n ­
d u c ted  th is  y e a r  sh o w  re a l co n su m er p re fe ren ce  fo r 
an  au to m a t ic  w a tch , an d  b ecau se  G ruen  is  s t i l l  th e  
o n ly  m a jo r  w atch  co m p an y  th a t  m a k e s  o n e . W e  hope 
th a t  ta k in g  ad v an tag e  o f th e se  tw o fa c to rs  w ill en ab le  
y o u r  C o m p an y to  b u ild  up  a  co n su m er accep tan ce  
o f an d  d em an d  fo r A u to w in d  p o ss ib ly  a s  g re a t as 
th a t b u ilt  up  fo r C u rvex .

In c reased  p ro d u ctio n  g iv es  u s  th e  o p p o rtu n ity  to 
b roaden  d is tr ib u tio n , an  im p o ss ib ility  d u r in g  the 
w a rt im e  w atch  sh o r tag e . W e  h av e  r e c e n t ly  g ran ted  
th e  G ruen  fran c h is e  to  a  m o d era te  n u m b er o f rep re-
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se n ta t iv e  je w e lr y  s to re s , an d  th e re b y  in c reased  the 
to ta l n u m b e r  o f au th o r iz ed  G ruen  d is tr ib u to rs  in 
th e  U n ited  S ta te s  from  6 5 0 0  la s t  y e a r  to  approx- 
m a te ly  7 2 0 0  to d a y . T h ese  je w e le r s , added  in  a c co rd ­
a n c e  w ith  o u r  p o lic y  o f s e le c t iv e  d is tr ib u tio n , w ill 
p ro v id e  ad d it io n a l w a tch  sa le s .

O ur new  exp o rt d iv is io n , m en tio n ed  la s t y e a r  as 
h av in g  m ade a  m odest s ta r t , h as co n tin u ed  to  grow  
d u r in g  th e  p ast y e a r  a lth o u g h  th e  p ro gress has been  
n e c e s s a r ily  s lo w . O ur n ew  m a rk e t in g  p rogram  ca lls  
fo r in c re a s in g  em p h asis  on  ex p o rts , th e  p o te n t ia l for 
w h ich  seem s v e r y  su b s ta n t ia l . In  a n y  fu tu re  p lan n in g  
h o w ever, i t  m u st be re a liz ed  th a t  fo re ign  exch an ge  
re s tr ic t io n s  an d  q u o ta s  m a y  s e r io u s ly  im pede our 
p ro g ress . It is  s in c e re ly  hoped  th a t th ro u gh  th e  In ­
te rn a t io n a l T rad e  O rgan iza tio n , in  w h ich  o u r co u n ­
t r y  is  so  in te re s te d , trad e  b a r r ie rs  an d  re s tr ic t io n s  
w il l  b e  b ro ken  dow n an d  a  b ro ad e r in te rn a t io n a l 
tr a d e  u n d e rs ta n d in g  w ill re su lt .

Research and Development Program
Y o u r C o m p an y ’s  p ro g ram s o f m a rk e t re se a rc h  and  

p ro d u c t re se a rc h  h av e  b ecom e m o re  an d  m ore a c t iv e  
in  re c e n t y e a r s . D u rin g  th e  p as t y e a r  a  s e r ie s  o f 
m a rk e t su rv e y s  w as co n d u cted . A n exam p le  is  one 
ju s t  co m p le ted  a n d  m en tio n ed  above to  d e te rm in e  
co n su m er an d  d e a le r  a c ce p tan ce  o f th e  A u to w in d . 
W e  fo u n d  a  s tro n g e r p re fe re n c e  fo r  se lf-w in d in g  
w a tch es  th an  even  w e, firm  b e lie v e rs  in  A u to w in d ’s 
fu tu re , h ad  exp ec ted . S p ec ific  co n su m er w an ts  in 
au to m a t ic  w atch es w ere  a lso  u n co v ered , an d  p ro d u ct 
re se a rc h  is  b e in g  co n d u cted  tow ard  fu lf ill in g  th ese . 
W e  a r e  m o st e n th u s ia s t ic  ab o u t th e  re su lts  o f th is  
re se a rc h  p rogram  an d  hope to exp an d  it  in  the fu tu re .

In  th e  e x tre m e ly  im p o rtan t p ro d u c t re se a rc h  in 
S w itz e r lan d , w e c o n s ta n t ly  seek  im p ro vem en ts o f 
q u a l it y ,  p ro d u c tio n  m eth o d s, m o vem en t design , and 
e n g in e e r in g . O n ly  th ro u g h  th is  re s e a rc h , u n d er th e  
d irec t io n  o f M r .T h ie b a u d , w ere  su c h  o u ts tan d in g  d e ­
ve lo p m en ts  as th e  V eri-T h in , th e  C u rv e x , th e  A u to ­
w in d  an d  th e  C u rv am e tr ic  m ade p o ss ib le . A  new  
A u to w in d , th in n e r  an d  g re a t ly  im p ro ved , is  now  
b e in g  deve lo p ed  w ith  th e  a id  o f a  n ew , h e a v y  m eta l 
a l lo y , w h ic h  p e rm its  a sm a lle r  ro ta to r  (th e  part th a t

w in d s th e  w a tch ) w ith o u t o f c o u rse  a n y  sa c r if ic e  o f 
q u a l it y  or d ep en d ab ility .

W ith  th e  e s tab lish m e n t o f th e  A m er ican  m o ve­
m en t p la n t, w e a r e  ex p an d in g  o u r  d o m estic  re se a rc h  
la b o ra to ry  su b s ta n t ia l ly ,  an d  hope e v e n tu a lly  to 
m ake  it  th e  fin est in  th e  e n t ir e  in d u s tr y .

O ne o f th e  m ost im p o rtan t p ro jec ts  is  th e  design  
and  d eve lo p m en t o f w a tc h m a k in g  m a c h in e ry  fo r  our 
A m erican  m o vem en t p ro d u c tio n . As a n o th e r  o f  our 
p ro je c ts , in  co o p era tio n  w ith  a  p ro m in en t in d ep en ­
den t lab o ra to ry , we h av e  b een  c o n d u c t in g  re se a rc h  
on a  n ew  s y n th e t ic  w a tch  o il. T h e  o il h a s  already- 
b een  su b jec te d  to  m ore th an  tw o m illio n  h o u rs  o f lab ­
o ra to ry  o p e ra t in g  te s ts , an d  we hope soon to  be ab le  
to u se  it  in  a l l  o u r w atch es .

Y o u r  C o m p an y w il l  co n tin u e  to  exp an d  its  o v e ra ll 
p ro gram  of re se a rc h  and  d eve lo p m en t so  im p o rtan t 
in  m a in ta in in g  its  q u a l it y ,  s ty le  an d  v a lu e  le ad e rsh ip .

Y o u r  C o m p an y bo th  d ir e c t ly  an d  as a  m em ber o f 
th e  A m erican  W a tc h  A ssem b le rs ’ A sso c ia tio n  h as 
b een  an  im p o rtan t fa c to r  in  o n e  o f th e  m ost v ita l 
eco n o m ic  is su e s  o f to d a y , re c ip ro c a l trad e . S in c e

Your Company and Reciprocal Trade
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p art o f th e  w atch  in d u s tr y  m akes a l l  i ts  m o vem en ts 
h e re , p a r t  m akes som e m o vem en ts h ere  and  som e in  
S w itz e r lan d , an d  p art m ak es o r b u y s  a ll its  m o ve­
m e n ts  in  S w itz e r lan d , a  d iscu ss io n  o f how  h igh  ta r if fs  
w il l  b e  is  v ita l to  a l l  th re e  g ro u p s . T h e  w atch  in d u s­
t r y  is  u s u a lly  b ro u g h t in  w ith  m an y  o th er in d u str ie s  
on  d iscu ss io n s  o f re c ip ro c a l trad e  m a tte rs . T h is  y e a r  
h o w ever, th e  w atch  in d u s tr y  w as v a u lte d  in to  the 
sp o tlig h t o f th e  re c ip ro c a l trad e  d iscu ss io n s  b ecau se  
o f th e  p e tit io n  fo r reo rg an iz a tio n  in  b an k ru p tcy  o f 
o n e  o f th e  w h o lly  d o m estic  m a n u fa c tu re r s , th e  
W a lth a m  W atch  C o m p an y.

S w iss  w atch  im p o rts and  th e  re c ip ro ca l trad e  
ag reem en ts  h av e  b een  b lam ed  by W a lth a m , and o th er 
h ig h  ta r if f  ad v o ca te s , fo r W a lth a m ’s tro u b le . It is 
sa id  th a t  th e  co st o f S w iss -m ad e  m ovem en ts is  so 
low  th a t  th e  ta r if f  is  n o t en o u gh  to  eq u a liz e  costs 
an d  th u s  th e  d o m e stic a lly -m ad e  m ovem en ts c an n o t 
co m p ete . T h a t th is  s ta te m e n t is  n o t based  o n  fa c t 
is  e a s i ly  p ro ven . F ir s t , th e  1948  sh o w in g  o f the H am ­
ilto n  and  E lg in  w atch  co m p an ies  (th e  o n ly  o th er two 
e x c lu s iv e ly  d o m estic  p ro d u ce rs ) both sa le s -w ise  and 
p ro fit-w ise  w ere  th e ir  g re a te s t in  m o re  th an  e igh teen  
y e a r s . In fac t H am ilto n  m o re  th an  do ub led  i t s  1947 
pro fits . S eco n d , a  g re a t  d ea l o f W a lth a m ’s  tro u b le , 
a s  ad m itted  b y  o ffic ia ls o f  th e  C o m p an y , was d u e  to 
i t s  ou tm oded  p la n t, eq u ip m en t, an d  s a le s  and  m er­

c h an d is in g  p o lic ie s , and  not re c ip ro c a l trad e . T h ird , 
th e  co sts  o f p ro d u c in g  a fine jew e led  m o vem en t h ere  
an d  in  S w itz e r lan d  a r e  n o t g r e a t ly  d ifferen t an d  w ith  
th e  p re se n t d u ty  added  a r e  w ith in  a  few  c e n ts  o f 
e ach  o th er.

I am  con fiden t th a t th e  ex ten s io n  o f th e  R ec ip ro ca l 
T rad e  A g reem en ts  A ct w il l  b e  p assed  and  th a t  no 
p ro h ib it iv e  ta r if f  o r A m er ic an  q u o ta s  w ill be im posed  
o n  th e  im p o rts o f y o u r  C o m p an y o r o th e r  u se r s  o f 
S w iss  w a tc h  m o vem en ts .

Your Employees
D u rin g  th e  p as t y e a r  th e  em p lo yees  o f y o u r  C om ­

p an y  w o rked  a t  th e  h ig h e s t  w age ra te s  an d  had  th e  
h ig h e st e a rn in g s  o f a n y  period  in  th e  C o m p an y ’s  h is ­
to ry . Y o u r C o m p an y h as  lo n g  re co gn ized  th e  im p o r­
ta n c e  o f p eo p le  a n d  kn o w s th a t to p ro sp er an d  e x ­
pand  it m u s t  p ro v id e  fo r its  em p lo yees  m a n y  o f th e  
l it t le  th in g s  an d  b ig  th in g s  th a t th e y  d e s ire  from  life . 
T h e  firs t s tep  in  su ch  a  p ro g ram  is  to  t r e a t  and  deal 
w ith  each  em p lo yee  a s  an  in d iv id u a l w ho is  co n ­
tr ib u t in g  to  G ru en ’s su cc e ss . T h is  p r in c ip le  h as been  
b as ic  w ith  y o u r  C o m p an y and  it h as been  m o st g ra t­
if y in g  to se e  th e  e x c e lle n t re la t io n sh ip s  am o n g  em ­
p lo y ee s , a n d  b e tw een  each  em p lo yee  and  th e  m an ­
ag em en t, exp ressed  in  th e  lo y a lt y  an d  sp ir it  o f th e  
e n t ir e  o rgan iza tio n .

M a n y  o f th e  b en efits  p ro v ided  fo r em p lo yees a re  
d esc rib ed  in  th e  H ig h lig h ts  a n d  in  th e  P e rso n n e l 
s e c t io n  in  th e  rep o rt.

Your Customers
W e  n o w  h ave  ap p ro x im a te ly  8 0 0 0  re ta i l  je w e le rs  

th ro u g h o u t a l l  fo r ty -e ig h t s ta te s , C an ad a , H aw a ii, 
A la sk a , P u e rto  R ico  and  P an am a . In  a d d it io n , we 
se l l  la rg e  an d  f in a n c ia lly  s tro n g  d is tr ib u to rs  in  the 
fo re ig n  c o u n tr ie s  n o w  co vered  b y  o u r  ex p o rt d iv is io n .

T h ese  cu s to m ers  a r e  re p re se n ta t iv e  o f a l l  k in d s 
o f peo p le , lo c a ted  in  e v e ry  k in d  o f c o m m u n ity  from  
th e  la rg e s t  m e tro p o lis  to  th e  sm a lle s t  v illa g e . R e ­
g a rd le s s  o f c o m m u n ity  h o w ever, th e y  a r e  a l l  re p u ­
ta b le  an d  re p re se n ta t iv e  m e rc h an ts , an d  th e y  h ave  
e s ta b lish e d  w ith  y o u r  C o m p an y s tro n g  tie s  b ased  on



EARNINGS BEFORE TAXES, TAXES, and NET EARNINGS
(Based on 384,256 shares outstanding March 31, 1949)

Dollars
Dollars per

p« r Share

Fiscal years ended March 31 *  Provision for domestic and foreign income taxes

m u tu a l co n fid en ce . W e  a r e  p ro ud  o f and  th a n k fu l for 
o u r cu s to m ers ’ good w ill.

Your Fellow Shareholders
Y o u r C o m p an y is  ow ned  b y  2 9 6 . sh a reh o ld e rs  

m e n , w om en  and  c h ild re n  in  a l l  w a lk s  o f l ife . B elow  
is  a  su m m a ry  sh o w in g  th e  c la ss if ic a tio n s  o f y o u r  
fe llo w  sh a re h o ld e rs . N ote e sp e c ia lly  th e  la rg e  n u m ­
b er o f w om en an d  th e  la rg e  in te re s t  th e y  ho ld .

Class Number %
Number of 

Shares
% o f

Shares
Men 1380 47 181,271 47
Women 1557 52 177,399 46
Corporate and 
Trust Accounts 30 1 25,586 7

Totals 2967 100 384,256 100

A n o th er im p o rtan t fa c t  is  th a t  8 5 .4 %  o f th e  sh a re ­
h o ld e rs  ow n  100 o r few er sh a re s , an  u n u s u a lly  h igh  
p e rc en tag e , sh o w in g  a  w id e  d iv e rs if ic a t io n  of o w n e r­
sh ip . T h is  d iv e rs iv ic a t io n  sh o w s th a t  p eo p le  of a ll 
eco n o m ic  g ro u p s h a v e  h ad  th e  co n fid en ce  to  in v est 
in  y o u r  C o m p an y  an d  w e a r e  m ost ap p re c ia t iv e  of 
th is  con fidence .

Your Management
P erh ap s  th e  o n ly  o th e r  perso n  in  y o u r  C om pany 

w ith  w hom  yo u  a r e  a t  a l l  a cq u a in te d  th ro u gh  th e  
re a d in g  of m y a n n u a l le t te r s  is  M r . T h ieb a u d , ab o u t 
w hom  th e re  is  u s u a lly  so m e th in g  in te re s t in g  to  r e ­
co u n t. I w ish  1 co u ld  te l l  yo u  o f th e  m a n y  a c h ie v e ­
m e n ts  o f a l l  th e  o fficers, e x e c u t iv e s  and  em p lo yees  in  
th e  o rg a n iz a t io n ; u n fo r tu n a te ly , sp ac e  l im ita t io n  pre-



WATCH COMPANY
CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
MARCH 31, 1949

THE

C u rre n t a s s e ts :
C ash  on h an d  an d  dem and  d e p o s its ............................................................................................................................... $  2 ,2 2 0 ,6 1 7 .0 9
U n ited  S ta te s  G o vern m en t s e c u r it ie s , a t  c o s t ......................................................................................................... 8 5 0 ,0 0 0 .0 0
N otes an d  a cco u n ts  re c e iv a b le , trad e , le ss  a llo w an ce  fo r d o u b tfu l no tes an d  a c c o u n t s ..............  1 ,8 8 0 ,2 4 6 .5 8
In v e n to r ie s , a t  th e  lo w e r o f co st o r m arke t (N o te  2 ) .......................................................................................  4 ,9 7 1 ,0 3 3 .4 9

Total current a ssets ................................................................................................................................................. 9 ,9 2 1 ,8 9 7 .1 6
L ess :

C u rre n t l ia b i l i t ie s :
L oan  p a y a b le , fo re ign  b a n k .........................................................................................................
A cco u n ts  p a y a b le ................................................................................................................................
A cc ru ed  i t e m s .......................................................................................................................................
D iv id en d s p a y a b le ..............................................................................................................................
P ro v is io n  fo r  d o m estic  an d  fo re ign  taxes  on  in co m e , le s s , $ 5 0 0 ,0 0 0  U .S . 

T re a s u ry  T ax  S av in g s  N otes, a t  co st (N ote 4 ) ........................................................

3 8 6 ,8 1 7 .1 4
6 6 1 .0 9 7 .1 8  
7 3 9 ,8 6 5 .7 9  
1 3 4 ,3 3 3 .2 9

4 2 8 .7 7 3 .1 8

Total current liabilities .........................................................................................................................................  2 ,3 5 0 ,8 8 6 .5 8

N et w o rk in g  c a p i t a l .......................................................................................................................................................................... 7 ,5 7 1 ,0 1 0 .5 8
C ash  s u r re n d e r  v a lu e  o f in s u ra n c e  ag g reg a tin g  $ 2 ,1 6 6 ,8 4 0  on liv e s  o f officers (N ote 3 ) ..............  1 9 6 ,1 8 2 .4 8
O th er n o te s  an d  a cco u n ts  r e c e iv a b le .................................................................................................................................. 1 4 1 ,9 5 3 .7 3
S u n d ry  in v e s tm e n ts , a t  c o s t ......................................................................................................................................................  1 0 ,7 5 9 .7 0
L an d , b u ild in g s , an d  eq u ip m en t, a t  co st, le ss  a llo w an ce  fo r  d ep re c ia t io n  o f $ 8 4 2 ,3 0 8 .8 7 . . . . 1 ,5 8 5 ,3 0 1 .9 8
P rep a id  exp en ses  a n d  d e fe rred  c h a r g e s ............................................................................................................................. 5 0 4 ,8 8 2 .5 9
P a te n ts , trad em ark s , co p y r ig h ts  an d  g o o d w ill ..............................................................................................................  1 .00

T o ta l a s s e ts  le ss  c u r re n t  l i a b i l i t ie s ........................................................................................................................................  1 0 ,0 1 0 ,0 9 2 .0 6

N o te sp ay ab le , b an k , d ue  a n n u a l ly  in  v a r y in g  am o u n ts  from  J u ly  1, 1950  th ro u gh  J u ly  1, 1 9 5 5 . 1 ,4 0 0 ,0 0 0 .0 0

E x cess  o f a ss e ts  o ver l i a b i l i t i e s ............................................................................................................................................... $  8 ,6 1 0 ,0 9 2 .0 6

C a p ita l :
C ap ita l s to c k :

P re fe rre d  s to ck , 4 XA  p e r c e n t c u m u la t iv e ; $ 1 0 0  p a r  v a lu e ;  au th o r iz ed  2 5 ,0 0 0  sh a re s ,
is su e d  an d  o u ts tan d in g , n o n e ..................................................................................................................................

C om m on s to ck , $ 1 .0 0  p a r  v a lu e ;  6 5 0 ,0 0 0  sh a re s  au th o r iz e d , 5 0 5 ,3 3 7 M  sh a re s  is su ed , le ss
1 2 1 ,0 8 1 M  sh a re s  in  t r e a su r y , o u ts tan d in g  3 8 4 ,2 5 6  sh a re s  (N ote 3 ) ..........................................$  3 8 4 ,2 5 6 .0 0

E arn ed  su rp lu s , as  a n n e x e d  (N otes 1 , 2 , 3  an d  4 ) .............................................................................................. 8 ,2 2 5 ,8 3 6 .0 6

Total................................................................................................................................................................................ $  8 ,6 1 0 ,0 9 2 .0 6

I
I

I
I

The accom panying notes are an integral part o f  this consolidated statement o f  finan cia l position.



^NY AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENT OF INCOME AND EARNED SURPLUS 
FOR FISCAL YEAR ENDED MARCH 31, 1949

G ross profit from  s a l e s .................................................................................................................................................................. $  5 ,7 5 0 ,6 8 0 .6 9

S e l l in g ,  a d m in is tr a t iv e , an d  g e n e ra l e x p e n s e s ..............................................................................................................  3 ,3 8 9 ,9 1 9 .9 9

Profit before other income and expenses and incom e taxes ..................................................................  2 ,3 6 0 ,7 6 0 .7 0

O th er in c o m e ........................................................................................................................................................................................ 2 4 0 ,4 1 4 .5 8

2 ,6 0 1 ,1 7 5 .2 8

In te re s t  an d  o th e r  e x p e n s e s ....................................................................................................................................................... 3 2 7 ,5 6 9 .8 2

2 ,2 7 3 ,6 0 5 .4 6

P ro v is io n  fo r d o m estic  an d  fo re ign  ta x e s  on  in c o m e .............................................................................................  8 8 2 ,3 8 7 .5 1

Net in com e .......................................................................................................................................................................... 1 ,3 9 1 ,2 1 7 .9 5

E arn ed  su rp lu s , A p ril 1, 1 9 4 8 .................................................................................................................................................  7 ,3 7 2 ,6 4 7 .5 5

8 ,7 6 3 ,8 6 5 .5 0

Loss a r is in g  from  co n v ers io n  o f fo re ig n  n e t a ss e ts  to  d o l la r s .......................................................................... 70 .11

8 ,7 6 3 ,7 9 5 .3 9

D iv id en d s , com m on s to ck  $ 1 .4 0  p er s h a r e ..................................................................................................................... 5 3 7 ,9 5 9 .3 3

E arn ed  su rp lu s , M a rch  3 1 , 1 9 4 9 ........................................................................................................................................... $  8 ,2 2 5 ,8 3 6 .0 6

I
I

The accom panying notes are an integra l part o f  this consolidated statement o f  incom e and earned surplus.



NOTES TO FINANCIAL STATEMENTS
OF FINANCIAL POSITION AND INCOME AND EARNED SURPLUS

NOTE 1. The consolidated statement of financial posi­
tion includes foreign net assets aggregating 81,480,206.17, 
stated in United States currency, of which net current 
assets were $1,004,262.47.

Current assets and liabilities of foreign subsidiaries 
included in the consolidated statement of financial posi­
tion were converted into U. S. dollars at official rates 
of exchange.

Noncurrent assets recorded in foreign currencies were 
converted substantially at rates of exchange prevailing 
when acquired.

Income accounts of foreign subsidiaries were converted 
substantially at the official rates of exchange.

NOTE 2. The estimated amounts of intercompany 
profits in inventory items purchased from companies 
whose accounts are consolidated were eliminated in the 
preparation of these consolidated financial statements.

NOTE 3. In accordance with the employment agree­
ment between the company and Benjamin S. Katz, Presi­
dent, the company is obligated, in event of his death dur­
ing the term of the agreement, to purchase for cash, if 
requested within 120 days from the date of his death, 
common stock of the company held by the personal repre­
sentative of his estate, widow, children, grandchildren or 
trustee, for an amount not in excess of $1,000,000. The 
price per share to be paid shall be the consolidated book 
value per share as of the day following his death.

The company carries insurance aggregating $1,800,000 
on the life of Benjamin S. Katz. The company has agreed 
to continue $1,000,000 of this insurance for the period 
that the employment agreement is in effect and it is 
expected that the proceeds of such insurance will be held 
by the company to be used in the purchase of said stock, 
if offered.

NOTE 4. It is estimated (based on present laws) that 
additional foreign taxes on transfers to the parent com­
pany of the accumulated surplus of foreign subsidiaries 
would approximate $584,000.

NOTE 5. Consolidated net income includes net income

of foreign subsidiaries aggregating $278,134.15. No divi­
dends were received from foreign subsidiaries during 
the year.

NOTE 6. Theprovisionsfordepreciationincludedinthe 
consolidated statement of income amount to $169,541.57.

NOTE 7. The provisions for contributions to the profit 
sharing fund, for the benefit of the employees of The 
Gruen Watch Company and The Gruen National Watch 
Case Company, included in the consolidated statement of 
income, amount to $122,456.44.

LYBRAND, ROSS BROS. & MONTGOMERY
Certified Public Accountants 

CINCINNATI
To the Board of Directors,
The Gruen Watch Company, Cincinnati, Ohio.

We have examined the consolidated statement of finan­
cial position of The Gruen Watch Company and its sub­
sidiaries as of March 31, 1949 and the related statement of 
income and earned surplus for the year then ended. Our 
examination was made in accordance with generally ac­
cepted auditing standards, and accordingly included such 
tests of the accounting records of the companies (except 
the Gruen Watch Mfg. Co., S. A.) and such other auditing 
procedures as we considered necessary in the circum­
stances. Financial statements of the Gruen Watch Mfg. 
Co., S. A., a consolidated subsidiary, for the year ended 
March 31, 1949, together with a report thereon of other 
public accountants, were submitted to us.

In our opinion, based upon our examination and upon 
the above-mentioned report of other public accountants, 
the accompanying statement of financial position and 
statement of income and earned surplus present fairly the 
consolidated financial position of The Gruen Watch Com­
pany and its subsidiaries at March 31,1949, and the results 
of their operations for the year then ended, in conformity 
with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 
Cincinnati, Ohio. Lybrand, R oss B ros. & M ontgomery 
June 3, 1949.
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P R O G R E S S . , .

A f t e r  th r e e  q u a r te r s  o f a  c e n tu ry  o f s te a d y  g ro w th  y o u r  Company- 
s tan d s  to d ay  a s  a  reco gn ized  le ad e r  in  th e  w a tc h  in d u s tr y , an  in te rn a t io n a l 
co rp o ra tio n  w ith  w h o lly -o w n ed  su b s id ia r ie s  in  S w itz e r lan d  an d  C an ad a , 
w ith  m o v em en t fa c to r ie s  in  S w itz e r lan d  an d  th e  U n ited  S ta te s , a n d  w ith  
a n  in te rn a t io n a l re p u ta t io n  and  m ark e ts  in  m a n y  co u n tr ie s .

T h is  firm  w as fo u n d ed  in  1874— U ly sse s  S . G ran t w as p re s id e n t and  
C in c in n a t i w as a  b r is t l in g  r iv e r  c ity  o f 2 2 0 ,0 0 0 — b y D ie tr ich  G ru en , a 
yo u n g  e n g in e e r  an d  h o ro lo g is t n ew ly  g ra d u a ted  from  th e  w atch m ak in g  
sch o o ls  a n d  s te rn  ap p re n tic e sh ip s  o f N u rem b erg  an d  S w itz e r lan d . His 
sk i ll  w as g re a t  an d  th e  fo rce  th a t  m oved  h im  w as to c re a te  w atch es o f th e  
fin est q u a l it y .  F rom  th is ,  th e  C o m p an y h as  n e v e r  d ev ia ted .

T h e  G ruen  W a tc h  C o m p an y h as m ad e  m a n y  co n tr ib u t io n s  to  th e  a r t  
o f fine w a tch m ak in g  an d  to  th e  sc ie n c e  o f p ro g re ss iv e  w atch  m e rch an ­
d is in g  an d  s ty lin g . T o d ay , m o re  th an  ev e r , G ruen  w a tc h e s  a r e  n o t o n ly  
e x c e lle n t t im e p ie ce s , b u t b e a u t ifu l a r t ic le s  o f p e rso n a l ad o rn m en t.



horological progress. . .

F r o m  th e  d ay s  w h en  w a tc h  cases  w ere  m ade o f to r to ise  sh e ll  and  a l l  p a r ts  o f  th e  m o v e ­

m e n t w ere  p a t ie n t ly  h an d -to o led , in g en io u s  in v e n tio n s  an d  te ch n o lo g ic a l im p ro vem en ts  

h av e  co n tr ib u ted  to th e  e v o lu tio n  o f w atch es and  th e ir  m a n u fa c tu re . H ere  a r e  a  few  o f  th e  

c o n tr ib u t io n s  m ade b y  y o u r  C o m p an y.

1 8 7 4 ...GRUEN PATENTED SAFETY PINION
T h is  w as a  n o tab le  G ruen  in v en tio n  w h ich  w as su b se q u e n tly  u sed  
on p o cket w a tch es  o f m a n y  b ran d s fo r m o re  th an  f ifty  y e a r s . It w as 
a  d e v ic e  to  p rev en t b roken  m a in sp r in g s  from  re c o ilin g  w ith  fo rce 
an d  d am ag in g  th e  m o vem en t.

1 8 7 8 ...CREATED SIZE-16, THE RAILROAD STANDARD
N in e teen th  c e n tu ry  w atch es w ere  q u ite  b u lk y , an d  G ruen  s tro v e  to 
re d u c e  s ize  an d  in c re a s e  e ff ic ien cy . T o w ard  th is  g o a l, G ruen  acco m ­
p lish e d  th e  f irs t S ize -16 , w h ich  w as  th en  accep ted  an d  s t i l l  is  u sed  
a s  s tan d a rd  fo r  ra ilro ad s .

1 8 9 6 ...FIRST TO SELL COMPLETE WATCHES,
CASED AND BOXED
P re v io u s ly , one co m p an y  so ld  m o v em en ts , a n o th e r  c ases  and  the 
r e ta i le r  f itted  th e m  to g e th e r . G ruen firs t took  th e  lo g ic a l s tep , from  
te c h n ic a l an d  m e rc h a n d is in g  s tan d p o in ts  o f s e l l in g  p ar t o f its  o u tp u t 
a s  co m p le ted  w a tc h e s , b e a u t ifu lly  boxed .

1 9 0 2 ...CREATION OF VERI-THIN POCKET WATCH
A new  p r in c ip le  o f m o vem en t m a n u fac tu re  w as  d ev ised  in  o rd e r  to 
c re a te  th in n e r , m ore a t t r a c t iv e  m e n ’s w a tch e s . T h e  n ew  V eri-T h in  
w atch es co m p ared  to  o th e r  w atch es o f  th e  t im e  a s  s le e k , m odern  
f igh te r p lan e s  do  to  L in d b e rg h ’s S p ir i t  o f S t .  L o u is .



t e w

1 9 0 8 ...FIRST TO MARKET LADIES’ WRISTWATCHES
W o m en ’s w a tch es  h ad  b een  w orn on a  r ib b o n  aro u n d  th e  n e c k  or 
p in n ed  on to  th e  fro n t o f th e  d re ss . N e v er sa t is f ied  w ith  th e  s ta tu s  
q u o , G ruen  in tro d u c e d , on  a  n a tio n w id e  s c a le , w r is tw a tc h e s  fo r  th e  
la d ie s . T h is  s ta rted  a  n ew  vogue an d  o p en ed  a  new' m a rk e t .

1918... INTRODUCED MEN’S WRISTWATCHES
A  re v o lu t io n a ry  s tep  in  w atch  m a rk e t in g  w as ta k e n , d e sp ite  a  b e lie f  
in  th e  in d u s tr y  th a t  m en  w o u ld  n e v e r  w ea r  w r is tw a tc h e s . T h e  n ew  
G ruen  l in e ,  b acked  b y  a  n a t io n a l a d v e r t is in g  cam p a ign  w as a  su c ­
cess— now' 95  per c e n t o f m en ’s w a tch es  a r e  fo r th e  w r is t .

1 9 2 5 ...PATENTED QUADRON MOVEMENT
U n t il  ab o u t 1 925 , o n ly  ro u n d  m o v em en ts  h ad  been  w id e ly  u sed , 
w h ic h  m e an t th a t  sp ace  w as w asted  w ith  a  ro u n d  m o v em en t in  a 
sh ap ed  ca se . A fte r e x te n s iv e  re se a rc h , G ruen  re -a rran ged  th e  oper­
a t in g  m ech an ism  so th a t  effic ien t sh ap ed  m o v em en ts  co u ld  be 
p roduced .

1935 ... CURVEX— MOST FAMOUS INNOVATION
T o co m b in e  s t y l in g  an d  p rec is io n , a  p a ten ted  cu rv ed  m o vem en t w as 
in tro d u ced . A cu rv ed  case  p erm its b e tte r  s ty lin g . U s in g  a  cu rved  
m o vem en t in  th a t cu rv ed  case  m ean s la rg e r  p a r ts  and  g re a te r  a c c u ­
r a c y  th a n  i f  a  flat m o v em en t w ere  u sed .

1 9 3 9 ...CREATION OF VERI-THIN WRISTWATCH
In  co n s tan t efforts to  m ake  b e au t ifu l w 'atches, th is  n ew  m o vem en t 
p r in c ip le  w'as c re a ted . T h e  m o vem en t g row s s lim m er tow ard  s id e s  
and  en d s  ( l ik e  a s l ic e  off a  te n n is  b a l l) .  G ruen  V eri-T h in  is  th e  
th in n e s t  p o p u la r  p riced  w 'atch on m ark e t.



advertising progress, . .
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National Advertisements
A n a t io n a l a d v e r t is e r  can n o t re a liz e  th e  to ta l p o te n t ia l o f  d o lla r s  u sed  u n le ss  he 
cap ita liz e s  fu l ly  u p o n  a ll th e  lo c a l p o in t-o f-sa le  o p p o rtu n itie s  an d  d e a le r  co o p era tio n s 
th a t  a r e  a v a ila b le . W e  a re  p r a c t ic a l ly  p a r tn e rs  w ith  th e  je w e le r  in  p o in t-o f-sa le  ad v e r­
t is in g  in  th a t  w e co o p era te  in  p ro v id in g  a l l  ty p e s  o f  m a te r ia l fo r  lo c a l u se  u n d er the 
te rm s o f o u r 5 0 / 5 0  C o o p erativ e  A d v e rt is in g  P la n . I t  is  th e  b e lie f  o f  G ruen  th a t  th is  
p ro gram  d o u b le s  th e  e ffec tiv en ess  o f th e  n a t io n a l m agaz in e  and  ra d io  cam p a ign s .

I ------------- --------- ----------------------------------------------— ------- --------- —
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personnel progress , . ,

PROFIT SHARING
Since March 31, 1945, five per 
cent of profit before taxes as 
provided by the Profit Sharing 
Trust, has been divided among 
all qualifying personnel in pro­
portion to their earnings. Trust 
Fund balance is §644,553.37.

VACATION PLAN
All employees with more than 
six months’ service receive paid 
vacations of varying duration 
dependent upon length of serv­
ice. Twenty-five year personnel 
are granted three weeks each 
year.

SICK BENEFITS
A liberal sick benefit plan is in 
effect to relieve an ill employee 
of financial worry. Annual bene­
fits received vary in accordance 
with length of service.

ORTHO-RATER
EXAMINATION

Scientific equipment tests vision 
qualities of eyes to determine if 
requirements for a specific job 
are met. Result of this plan is 
reduction of fatigue and in­
crease in efficiency and earnings.

PICNIC AND PARTY
Because good fellowship is im­
portant, all personnel are invited 
to a gala Christmas party and 
(with their families) to an an­
nual all-day picnic as the guests 
of the company.

TUITION PLAN
To permit those so desiring to 
continue their education, the 
Company pays half the tuition 
costs of any evening school 
courses related to work of the 
employee.

HOLIDAY PAY
Six holidays are observed annu­
ally with all employees being 
fully paid. They are New 
Year’s, Memorial Day, July 4, 
Labor Day, Thanksgiving and 
Christmas.

INSURANCE
To assist personnel in obtaining 
maximum insurance protection, 
a group plan is made available 
at a very modest cost with the 
Company bearing an important 
share of the expense.

EYE CARE PLAN
If an employee’s eyesight is de­
ficient or in need of professional 
attention, he may go to an ocu­
list or ophthalmologist for needed 
care with the Company bearing 
the expense.

SERVICE AWARDS
Long, loyal service is a valua­
ble asset which is recognized 
by Gruen in many wrays, includ­
ing company - supported Ten 
Year Club, pin awards, watch 
awards, and ring awards for va­
rious periods.





T H E  G R U E N  W A T C H  C O M P A N Y - T I M E  H I L  L , C I N C I N N A T  I 6 ,  O H I O



inancial summary o f  the year

Y E A R  E N D E D  M A R C H  3 1 1 9 5 0 1 9 4 9

Income Before Federal Taxes 1,2 9 9 ,1 04 2 ,2 7 3 ,6 0 5

Federal Taxes On Income 5 3 3 ,3 5 6 8 8 2 ,3 8 7

Net Income 7 6 5 ,7 4 8 1,3 9 1 ,2 1 8

Net Income Per Share 1.99 3 .6 2

Dividend Per Share 1.30 1.40

Earnings Retained In The Business .69 2 .2 2

Ratio: Current Assets To Current Liabilities 3 .7 4.2

Number of Stockholders 3 ,0 3 4 2 ,9 6 7

Book Value Per Share of Common Stock 2 2 .9 7 22.41

Average Number of Domestic Customers 8316 7213

Accumulated Profit Sharing of $3000 A Year Em­
ployee With Five Years Service at Start of Plan 2 ,1 3 3 1,961
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resident’s report...

To the Shareholders of The Gruen Watch Company:
O n  b e h a l f  o f  y o u r  B o a r d  o f  D ir e c t o r s ,  I  a m  p r e ­

s e n t in g  h e r e w i t h  t h e  7 6 t h  a n n u a l  r e p o r t  o f  th e  o p e r ­
a t io n s  o f  y o u r  C o m p a n y .  I n c lu d e d  in  th is  r e p o r t  is a  
c o n s o lid a te d  b a la n c e  s h e e t  as o f  M a r c h  3 1 ,  1 9 5 0 ,  
a n d  a  c o n s o lid a te d  s ta t e m e n t  o f  in c o m e  a n d  e a rn e d  
s u rp lu s  f o r  t h e  y e a r  e n d e d  M a r c h  3 1 ,  1 9 5 0 ,  as r e ­
p o r t e d  b y  t h e  a u d ito r s  f o r  y o u r  C o m p a n y ,  M e s s r s .  
L y b r a n d ,  R o s s  B ro s . &  M o n t g o m e r y .

N e t  in c o m e  f o r  t h e  y e a r  ju s t  e n d e d  w a s  th e  lo w e s t  
e a rn e d  b y  y o u r  C o m p a n y  in  f iv e  y e a rs . T h is  n e t  i n ­
c o m e  a m o u n t e d  t o  $ 1 ,2 9 9 ,1 0 4  b e fo r e  ta x e s , a n d  
$ 7 6 5 ,7 4 8  a f te r  a l l  c h a rg e s  a n d  ta x e s , as c o m p a r e d  
w i t h  S 2 ,2 7 3 ,6 0 5  b e fo r e  a n d  $ 1 ,3 9 1 ,2 1 8  a f te r  ta x e s ,  
f o r  th e  p r e c e d in g  f is c a l y e a r . B a s e d  o n  3 8 4 ,2 5 6  
s h a re s  o f  C o m m o n  S to c k  o u t s t a n d in g  a t  M a r c h  3 1 ,  
1 9 5 0 ,  t h e  e a rn in g s  p e r  s h a re , a f te r  ta x e s , f o r  t h e  y e a r  
ju s t  e n d e d  w e r e  $ 1 .9 9 ,  as c o m p a r e d  t o  p e r  s h a re  
e a rn in g s  o f  $ 3 -6 2  f o r  t h e  y e a r  e n d e d  M a r c h  3 1 ,  1 9 4 9 ,  
a n d  a n  a v e ra g e  o f  $ 2 .8 3  p e r  s h a re  e a rn in g s  f o r  th e  
te  i - y e a r  p e r io d  e n d e d  M a r c h  3 1 ,  1 9 5 0 .

I n  v ie w  o f  t h e  s u b s ta n t ia l  d e c re a s e  in  n e t  in c o m e ,  
th e  q u e s t io n s  w h ic h  m u s t  m o s t  c o n c e r n  y o u  a n d  a l l  
o f  us  as s h a re h o ld e rs  a re :

WHAT CAUSED THIS DECREASE? WHAT IS 
BEING DONE TO IMPROVE THE SITUATION? 
WHAT ARE TIIE PROSPECTS FOR THIS YEAR 
AND THE YEARS TO COME?

B e c a u s e  o f  t h e i r  im p o r t a n c e  a n d  in te r e s t ,  I  w i l l  
d e v o t e  th e  f i r s t  p a r t  o f  m y  le t t e r  t o  th e s e  th r e e  q u e s ­
t io n s ,  a n d  I  w i l l  t r y  t o  e x p la in  in  t u r n  th e  c o n d i t io n s  
b o t h  in  t h e  C o m p a n y  a n d  t h e  in d u s t r y  t h a t  c a u s e d  
th e  d e c re a s e ; t h e  s p e c if ic  t h in g s  y o u r  C o m p a n y  is 
d o in g  t o  in c re a s e  its  e a rn in g s  th is  y e a r ;  a n d  t h e  p r o s ­
p e c ts  f o r  y o u r  C o m p a n y  in  th e  f u t u r e  w h ic h ,  d e s p ite  
th e  t e m p o r a r i ly  d e p re s s e d  e a r n in g s , I  fe e l  a re  v e ry  
g o o d .  L a te r  in  m y  r e p o r t  I  w i l l  t e l l  y o u ,  in  a c c o rd a n c e  
w i t h  m y  u s u a l p r a c t ic e ,  a b o u t  th e  o t h e r  p h a s e s  o f  
y o u r  C o m p a n y  a n d  its  o p e r a t io n  w h ic h  I  fe e l  i t  is 
im p o r t a n t  f o r  y o u  as s h a re h o ld e rs  t o  k n o w .

What caused the decrease in net income 
this past year?

T h e  y e a r  ju s t  e n d e d  w a s  o n e  o f  m a jo r  r e a d ju s t ­
m e n t  in  t h e  o p e r a t io n s  o f  y o u r  C o m p a n y  t o  m e e t

c o m p e t i t i v e  c o n d i t io n s  o f  t h e  p r e s e n t  a n d  f u t u r e .  
T h e  d e c re a s e  in  e a rn in g s  in  th is  y e a r  o f  r e a d ju s tm e n t  
a n d  in te n s e  c o m p e t i t io n  w a s  c a u s e d  b y  a d e c re a s e  in  
s a le s , a  d e c re a s e  in  g ro s s  p r o f i t ,  a  p r o p o r t io n a t e  i n ­
c re a s e  in  o v e r h e a d  e x p e n s e , a n d  th e  a b s o r p t io n  o f  a 
n u m b e r  o f  h e a v y  n o n - r e c u r r in g  e x p e n s e s , a l l  o f  
w h ic h  I  w i l l  e x p la in  h e r e in .

E v e n  t h o u g h  a v a ila b le  d a ta  s h o w s  w e  a g a in  i n ­
c re a s e d  o u r  s h a re  o f  th e  d e c l in in g  t o t a l  w a tc h  
m a r k e t ,  sa les  in  n u m b e r  o f  w a tc h e s  d e c re a s e d . T h e  
a v e ra g e  p r ic e  p e r  u n i t  a ls o  d e c re a s e d  d u e  t o  c u s to m e r  
p r e fe r e n c e  f o r  w a tc h e s  in  lo w e r  p r ic e  ra n g e s . B e ­
c a u s e  o f  b o t h  th e s e  fa c to rs ,  o u r  sa les  in  d o lla r s  d e ­
c l in e d  f o r  t h e  f i r s t  t im e  in  f iv e  y e a rs .

T h e  n u m b e r  o f  w a tc h e s  s o ld  d e c re a s e d  b e c a u s e : ( l )  
T h e  e x t r e m e  c o n s u m e r  s h o r ta g e  o f  G r u e n  w a tc h e s  has  
to  a  g r e a t  e x te n t  b e e n  o v e r c o m e .  ( 2 )  L e g is la t iv e  d is ­
c u s s io n s  a n d  p ro p o s a ls  d u r in g  th e  p a s t  y e a r  r e g a r d ­
i n g  t h e  r e m o v a l  o f  t h e  e x c is e  ta x  h a s  c a u s e d  m a n y  
c o n s u m e rs  t o  p o s t p o n e  t h e i r  p u r c h a s e  o f  a w a tc h .
( 3 )  H a l f - p r i c e  sa les  o f  l i t t l e  k n o w n  b ra n d s  h a s  a ls o  
a f fe c te d  t h e  m a r k e t  f o r  n a t io n a l ly  a d v e r t is e d  w a tc h e s .
( 4 )  T h e  t r e m e n d o u s  u p s u r g e  o f  te le v is io n  sa les  p lu s  
th e  m a jo r  s tr ik e s  o f  la s t  f a l l  a n d  th is  s p r in g  h a v e  
s e r io u s ly  c u r ta i le d  t h e  b u s in e s s  o f  a l l  je w e le rs .

O u r  p e r c e n ta g e  o f  g ro s s  p r o f i t  o n  sa les  d e c re a s e d  
b o t h  b e c a u s e  w e  w e r e  r e q u ir e d  t o  s e ll m o r e  w a tc h e s  
in  lo w e r  p r ic e  ra n g e s  o n  w h ic h  w e  m a k e  a  s m a l le r  
p e r c e n ta g e  o f  g ro s s  p r o f i t ;  a n d  b e c a u s e , as a  r e s u lt  o f  
t h e  s h i f t  in  d e m a n d  t o  th e s e  lo w e r  p r ic e  ra n g e s , w e  
a c c u m u la t e d  s o m e  exc es s  o f  h ig h e r  p r ic e d  in v e n t o r y  
w h ic h  h a d  t o  b e  w r i t t e n  d o w n .

O v e r h e a d  e x p e n s e s  d id  n o t  d e c re a s e  i n  p r o p o r t io n  
t o  t h e  sa les  d e c re a s e  b e c a u s e  s u b s t a n t ia l  o p e r a t in g  
e ff ic ie n c ie s  t h a t  h a v e  b e e n  m a d e  c o u ld  n o t  b e  c o m ­
p le t e d  u n t i l  la te  in  t h e  y e a r  a n d  w i l l  n o t  s h o w  t h e i r  
e f fe c t  u n t i l  t h e  c u r r e n t  f is c a l y e a r . A ls o  a n  in c re a s e d  
e m p h a s is  w a s  p la c e d  o n  sa les  a n d  a d v e r t is in g  d u r in g  
t h e  y e a r  b e c a u s e  o f  m o r e  h ig h ly  c o m p e t i t iv e  c o n ­
d i t io n s .

T h e  y e a r  ju s t  e n d e d  s a w  a  c o n s o l id a t io n  o f  th e  
C o m p a n y ’s C in c in n a t i  p la n t  a n d  o ff ic e s  in t o  its  o w n  
T i m e  H i l l  p la n t  a n d  its  le a s e d  f a c t o r y  in  N o r w o o d .  
A l t h o u g h  e x p e n s iv e ,  th is  c o n s o l id a t io n  s h o u ld  e n ­
a b le  y o u r  C o m p a n y  t o  o p e r a te  m o r e  e f f ic ie n t ly  a n d



Our oivn automatic watch making machines de­
signed and manufactured by Gruen fo r precision 
facing and recessing operations, at Norwood.

m o r e  e c o n o m ic a l ly  in  t h e  f u t u r e .  E x te n s iv e  le a s e h o ld  
im p r o v e m e n t s  a t  N o r w o o d  a n d  r e m o d e l in g  a t  T i m e  
H i l l  in v o lv e d  a  c o n s id e r a b le  n o n - r e c u r r in g  e x p e n s e  
f o r  m o v in g ,  in s t a l l in g ,  a n d  r e a r r a n g in g ,  w h ic h  is r e ­
f le c te d  in  th e  in c o m e  s ta te m e n t .  In c lu d e d  in  th is  
c o s t  o f  e x p a n d in g  p r o d u c t io n  fa c i l i t ie s  w a s  t h e  c o n ­
t in u e d  a n d  e v e n  g r e a te r  e x p e n s e  in c u r r e d  d u r in g  th e  
y e a r  in  c o n n e c t io n  w i t h  t h e  e s ta b l is h m e n t  o f  o u r  
A m e r ic a n  m o v e m e n t  m a n u f a c t u r in g  p la n t .  I  a m  
h a p p y  t o  b e  a b le  t o  r e p o r t  t o  y o u ,  h o w e v e r ,  t h a t  s u c h  
c o s ts  a re  n o w  d e c re a s in g  a n d  I  a m  h o p e f u l  d u r in g  
th e  c u r r e n t  y e a r  t h e y  w i l l  b e  r e d u c e d  t o  a p o i n t  w h e r e  
o u r  A m e r ic a n  M o v e m e n t  M a n u f a c t u r i n g  o p e r a t io n s  
c a n  b e  c o n d u c te d  o n  a  b r e a k -e v e n  b a s is , (e a r lie r  
t h a n  o r ig in a l ly  e x p e c te d )  d e s p ite  o u r  s c h e d u le d  
l im i t e d  p r o d u c t io n  f o r  t h e  c u r r e n t  y e a r .

What is being done to increase earnings?
I n  o r d e r  t o  in c re a s e  e a rn in g s  y o u r  C o m p a n y  is  

m a k i n g  e v e ry  e f fo r t  t o  in c re a s e  its  p e r c e n t a g e  o f  
g ro s s  p r o f i t  o v e r  la s t  y e a r , d e c re a s e  its  o v e r h e a d ,  a n d  
in c re a s e  its  sa les .

a

I  a m  e x t r e m e ly  h o p e f u l  t h a t  w e  w i l l  b e  a b le  to  i n ­
c re a s e  o u r  g ro s s  p r o f i t  th is  y e a r  b e c a u s e  o f  a n e w ly  
d e v is e d  c o n t r o l  s y s te m  w h ic h  w i l l  h e lp  us to  e l i m i ­
n a te  case  c h a n g e s , d ia l  c h a n g e s , a n d  t o  a s u b s ta n t ia l  
d e g re e , in v e n t o r y  w r i t e - d o w n s .  T h is  p r o d u c t io n  a n d  
in v e n t o r y  c o n t r o l  w i l l  e n a b le  us  t o  m o v e  e v e n  m o r e  
q u ic k ly  w i t h  c h a n g e s  in  b u y in g  tr e n d s .

Y o u r  C o m p a n y  w i l l  m a k e  s u b s t a n t ia l  o v e r h e a d  
d e c re a s e s  in  t h e  c u r r e n t  y e a r , m a n y  o f  t h e m  d u e  
d ir e c t ly  t o  e x p e n d itu r e s  m a d e  la s t  y e a r . T h e  e x te n s iv e  
r e m o d e l in g  a t  N o r w o o d  a n d  T i m e  H i l l  w i l l  e n a b le  
a l l  d e p a r tm e n ts ,  b e c a u s e  o f  less c r o w d in g  a n d  a  m o r e  
e f f ic ie n t  a r r a n g e m e n t  o f  s p a c e , t o  o p e r a te  m o r e  e c o ­
n o m ic a l ly .  A ls o ,  as a  r e s u lt  o f  in d u s t r ia l  e n g in e e r in g  
s tu d ie s  w h ic h  a re  b e in g  c o n t in u e d ,  d e cre as e s  in  f a c ­
t o r y  a n d  o f f ic e  la b o r  c o s ts  h a v e  b e e n  e f fe c te d . A  
s tu d y  is  a ls o  b e in g  m a d e  n o w  t o  e n a b le  u s  t o  f u r th e r  
r e d u c e  d is t r ib u t io n  c o s ts .

T h e  la rg e s t  d e c re a s e  w i l l  b e  in  t h e  c o s t  o f  th e  
o p e r a t io n  o f  t h e  A m e r ic a n  M o v e m e n t  D iv i s i o n ,  b e ­
c a u s e  a  s u b s t a n t ia l  p a r t  o f  th is  c o s t  ( t h a t  in v o lv e d  in  
t h e  m o v e  t o  N o r w o o d )  w a s  n o n - r e c u r r in g ,  a n d  b e ­
c a u s e  im p r o v e d  p r o d u c t io n  is n o w  t o  a  p o i n t  w h e r e  
w e  a re  g e t t in g  a m o d e r a te  b u t  s te a d y  f lo w  o f  h ig h  
q u a l i t y  2 1 -J e w e l m o v e m e n ts  f r o m  o u r  N o r w o o d  
p la n t .  D e s p i t e  its  h ig h  c o s t , y o u r  M a n a g e m e n t  a n d  
B o a r d  o f  D ir e c t o r s  h a v e  f e l t  t h a t  th is  A m e r ic a n  
s u p p le m e n t  t o  o u r  S w is s  m o v e m e n t  p r o d u c t io n  
is  e s s e n t ia l as a  p r o t e c t io n ,  w h e n  c o m p le t e d ,  a g a in s t  
p r o h ib i t i v e  in c re a s e s  in  t a r i f f  ra te s  a n d  a  p o s s ib le  c o n ­
f l i c t  in  E u r o p e  t h a t  w o u ld  c u t  us  o f f  f r o m  S w it z e r ­
la n d .  N o w  t h e  f i r s t  a n d  m o s t  d i f f ic u l t  p h a s e  o f  th is  
A m e r ic a n  m o v e m e n t  p r o d u c t io n  p r o g r a m  is v i r t u a l ly  
c o m p le te d  a n d ,  f o r  t h e  f i r s t  t i m e  in  its  h is t o r y ,  y o u r  
C o m p a n y  c a n  see  in  t h e  f u t u r e  t h e  t i m e  w h e n  i t  w i l l  
b e  f u l ly  p r e p a r e d  f o r  a n y  e v e n tu a l i t y .

W h e t h e r  o r  n o t  y o u r  C o m p a n v  c a n  a c tu a l ly  i n ­
c rea se  its  s a les , d e p e n d s  u p o n  g e n e r a l  e c o n o m ic  c o n ­
d i t io n s  a n d  a n u m b e r  o f  o t h e r  e x te r n a l  fa c to rs . Y o u r  
C o m p a n y  is , h o w e v e r ,  d o in g  a ~ e a t  m a n y  th in g s  t o  
h e lp  in c re a s e  b o t h  its  u n i :  ar. d d o l la r  sa les , a n d  th u s  
its  n e t  in c o m e .

T h e  m o s t  im p o r t a n t  o f  th e s e  t h in g s  in c lu d e :  ( l )  a  
f u r t h e r  e x p a n s io n  o f  t h e  s a les  f o r c e  in  o r d e r  t o  o b t a in  
a m o r e  t h o r o u g h  c o v e r a g e  or* te r r i t o r ie s ;  ( 2 )  a f u l l y



m a in t a in e d  o r  p e rh a p s  e v e n  in c re a s e d  e x p e n d i t u r e  
f o r  a d v e r t is in g  t o  o b t a in  m o r e  d e a le r  b a c k in g  a n d  
c o n s u m e r  in te r e s t ;  ( 3 )  a  g r e a te r  e m p h a s is  o n  te le ­
v is io n  a d v e r t is in g  in  m a jo r  m a r k e ts  w h ic h  n o w  f in a l ly  
h a v e  la r g e  e n o u g h  a u d ie n c e s  t o  m a k e  t h e  u s e  o f  th is  
m e d iu m  w o r t h w h i le ;  ( 4 )  a  s t r o n g e r  p r o g r a m  t h a n  
e v e r  o f  d e a le r  h e lp s  a n d  d e a le r  e d u c a t io n ;  ( 5 )  t h e  i n ­
t r o d u c t io n  o f  t h e  m o s t  b e a u t i f u l l y  s ty le d  l in e  in  th e  
h is t o r y  o f  y o u r  C o m p a n y ,  w h ic h  as y o u  k n o w  h a s  
a lw a y s  b e e n  c o n s id e r e d  t h e  s ty le  le a d e r  o f  t h e  i n ­
d u s t r y ;  a n d  ( 6 )  a  m o r e  in te n s e  p r o g r a m  o f  m a r k e t  
re s e a rc h  t h a n  e v e r  b e fo r e  t o  k e e p  y o u r  C o m p a n y ’s 
m a r k e t i n g  p r o g r a m  w e l l  a h e a d  o f  c o m p e t i t io n .

What are the prospects for this year 
and the years to come?

I  b e l ie v e ,  as I  a lw a y s  h a v e , t h a t  t h e  l o n g  r u n  o u t ­
l o o k  f o r  y o u r  C o m p a n y  is  e x t r e m e ly  g o o d ,  a n d  t h a t  
G r u e n  w i l l  c o n t in u e  t o  m a in t a in  a n d  im p r o v e  its  i n ­
d u s tr y  le a d e r s h ip .  N e e d le s s  t o  s a y , I  a m  h o p e f u l  t h a t  
th is  im p r o v e m e n t  w i l l  b e  r e f le c te d  in  t h e  e a rn in g s  o f  
y o u r  C o m p a n y .  T o  w h a t  e x te n t ,  i f  a n y , th e  i m p r o v e ­
m e n t  in  e a rn in g s  w i l l  b e  a c h ie v e d  in  th e  c u r r e n t  
y e a r ’s o p e r a t io n s ,  is d e p e n d e n t  n o t  o n ly  o n  t h e  s u c ­
cess o f  t h e  p la n s  t h a t  I  h a v e  o u t l in e d  t o  y o u  a b o v e ,  
b u t  a ls o  t o  a  c o n s id e r a b le  e x t e n t  o n  g e n e r a l  b u s in e s s  
c o n d i t io n s ,  C o n g r e s s io n a l  a c t io n  o n  e x c is e  ta x e s ,  
a n d  th e  e x t e n t  o f  f u t u r e  h a l f  p r ic e  sa les  o f  l i t t l e  
k n o w n  w a tc h e s . G e n e r a l ly ,  sa les  o f  je w e lr y  a n d  
w a tc h e s  h a v e  b e e n  o f f  m a t e r ia l ly  f o r  th e  p a s t  th r e e  
y e a rs , a n d  m o r e  e s p e c ia lly  f o r  t h e  p a s t  s ix  o r  e ig h t  
m o n t h s .  T h e  t o t a l  v o lu m e  o f  y o u r  C o m p a n y ’s sales  
w i l l ,  in  s o m e  p a r t ,  b e  m e a s u re d  a n d  l im i t e d  b y  th e s e  
t o t a l  je w e lr y  a n d  w a tc h  sa les . I f  t h e  a b o v e  m e n t io n e d  
fa c to rs  o f  g e n e r a l  b u s in e s s  c o n d i t io n s ,  e tc . a re  a l l  
f a v o r a b le ,  i t  is  p o s s ib le  t h a t  d o l la r  sa les  o f  y o u r  C o m ­
p a n y  f o r  t h e  c u r r e n t  y e a r  m i g h t  e v e n  e x c e e d  sales  o f  
th e  y e a r  ju s t  e n d e d .

I  d o  n o t  e x p e c t  a ll o f  th e s e  fa c to rs  t o  b e  fa v o r a b le  
h o w e v e r ,  a n d  w e  h a v e  m a d e  o u r  p la n s  o n  th e  b a s is  
o f  a n  e s t im a te d  s l ig h t  d e c re a s e  in  t h e  s a le  o f  u n its  
a n d  a  s l ig h t ly  g r e a te r  d e c re a s e  in  d o l la r  s a les . E v e n  
o n  th is  b a s is , w e  a re  h o p e f u l  t h a t  e a rn in g s  f o r  th e  
y e a r  m a y  s h o w  s o m e  s m a l l  in c re a s e  o v e r  e a rn in g s  o f

I N V E S T M E N T  O F  F U N D S

th e  y e a r  ju s t  e n d e d .  O f  c o u rs e , i f  th e r e  s h o u ld  b e  a  
m a t e r ia l  d r o p  in  b u s in e s s  g e n e r a l ly ,  o r  i f  u n f a v o r a b le  
a c t io n  s h o u ld  b e  t a k e n  d u r in g  th e  y e a r  o n  ta r if fs  o r  
im p o r t a t io n s  o f  w a tc h  m o v e m e n t s ,  s u c h  c o n d i t io n s  
w o u ld  b e  r e f le c te d  in  o u r  im m e d ia t e  e a rn in g s . I  a m  
q u i t e  c o n f id e n t  h o w e v e r  t h a t  th e s e  c o n d i t io n s  
w i l l  n o t  d e v e lo p .

I  h a v e  t r ie d  t o  g iv e  y o u  as c le a r , c o m p le t e ,  a n d  
o b je c t iv e  a n  a n s w e r  as is  p o s s ib le  t o  t h e  th r e e  q u e s ­
t io n s  t h a t  I  k n o w  m o s t  c o n c e rn  a l l  o f  us  as s h a re ­
h o ld e r s ;  a n d  n o w  as is  m y  c u s t o m , I  w o u ld  l i k e  t o  
t e l l  y o u  in  s o m e  d e ta i l  a b o u t  th e  o t h e r  p h a s e s  o f  
y o u r  C o m p a n y ,  b o t h  f in a n c ia l  a n d  o p e r a t io n a l .

Financial Information
Fixed and Working Capital

L a n d ,  B u i ld in g s  a n d  E q u ip m e n t ,  a f te r  a l lo w a n c e  
f o r  d e p r e c ia t io n ,  h a v e  in c re a s e d  b y  $ 5 0 6 ,4 4 3  o v e r  
th e  p r e c e d in g  y e a r  (S e e  c h a r t  a b o v e ) .  A lm o s t  th e



e n t i r e  a m o u n t  o f  t h e  in c re a s e  re la te s  t o  th e  A m e r ic a n  
m o v e m e n t  o p e r a t io n .  P a r t  is in  e q u ip m e n t  p u r c h a s e d  
a n d  b u i l t  f o r  o u r  A m e r ic a n  m o v e m e n t  p r o d u c t io n  
p r o g r a m .  A n o t h e r  la r g e  p a r t  is  in  le a s e h o ld  i m ­
p r o v e m e n t s  a t  o u r  N o r w o o d  p la n t ,  a n d  s t i l l  a n o th e r  
is  in  a n  a d d i t io n a l  p a r c e l  o f  la n d  p u r c h a s e d  in  A m -  
b e r le y  V i l l a g e  f o r  o u r  c o n t e m p la t e d  f u t u r e  b u i l d i n g  
p r o g r a m .  E v e n  t h o u g h  th is  b u i l d i n g  p r o g r a m  w a s  
p o s t p o n e d ,  i t  w a s  c o n s id e r e d  a d v is a b le  t o  p r o t e c t  
th e  C o m p a n y  f o r  t h e  f u t u r e  s h o u ld  i t  g o  a h e a d ,  
e s p e c ia lly  in  v ie w  o f  th e  s c a rc ity  o f  g o o d  in d u s ­
t r ia l  p r o p e r t y  in  th is  c i t y .  A  s m a l le r  p a r t  o f  th e  
in c re a s e  is in  r e m o d e l in g  o f  t h e  T i m e  H i l l  p la n t  
w h e r e  o p e r a t io n s ,  f o r m e r ly  s p re a d  t h r o u g h o u t  th e  
c it y ,  a re  n o w  c o n s o lid a te d .  A l t h o u g h  th e s e  c a p ita l  
e x p e n d itu r e s  h a v e  b e e n  v e r y  h e a v y  f o r  th e  p a s t  th r e e  
y e a rs , t h e  m a jo r  e x p e n d itu r e s  n e c e s s a ry  a t  th is  t im e  
in  c o n n e c t io n  w i t h  o u r  A m e r ic a n  m o v e m e n t  p r o ­
d u c t io n  p r o g r a m  h a v e  b e e n  c o m p le t e d  a n d  c a p ita l  
e x p e n d itu r e s  w i l l  b e  v e ry  m u c h  s m a l le r  d u r in g  th e  
c u r r e n t  f is c a l y e a r .

T h e  d e c re a s e  in  w o r k i n g  c a p ita l  w h ic h  w a s  d u e  
p r im a r i ly  t o  th e  c a p ita l  e x p e n d itu r e s  o f  th e  p a s t  y e a r  
is  s h o w n  in  t h e  s c h e d u le  a t  th e  r ig h t .

Cash Requirements
C a s h  o n  h a n d  a t  th e  e n d  o f  t h e  y e a r  w a s  l ik e w is e  

lo w e r  t h a n  a y e a r  a g o  a n d ,  in  a d d i t io n ,  y o u r  C o m p a n y  
h a d  a n  in c re a s e  in  its  c u r r e n t  lo a n s  o u t s t a n d in g  o f  
$ 5 5 5 ,5 7 9 .  B o t h  o f  th e s e  c h a n g e s  w e re  c a u s e d  b y  
th e  a b o v e  m e n t io n e d  c a p ita l  e x p e n d itu r e s  a n d  b y  
o u r  h ig h e r  re c e iv a b le s . O u r  re c e iv a b le s  h a v e  i n ­
c re a s e d  b y  $ 1 ,1 1 9 ,4 3 8  o v e r  th e  p r e v io u s  y e a r  b e c a u s e  
i t  h as  b e c o m e  n e c e s s a ry  t o  l ib e r a l iz e  te rm s  to  a n  e v e n  
g r e a te r  e x t e n t  t h a n  in  t h e  p r e v io u s  y e a r . W e  a re  
r a p id ly  g e t t in g  c lo s e r  t o  o u r  p r e w a r  c r e d i t  te rm s .  
T h is  l ib e r a l iz a t io n  h a s  b e e n  n e c e s s a ry  t o  m e e t  c o m ­
p e t i t i v e  te r m s , as fa r  as fe a s ib le ,  a n d  t o  e n a b le  o u r  
c u s to m e rs  t o  o r d e r  a d v a n ta g e o u s ly ,  b u t ,  th e s e  re ­
c e iv a b le s  a re  c o n s t a n t ly  w a tc h e d  a n d  th e  re s e rv e  f o r  
b a d  d e b ts  is k e p t  c o n s id e r a b ly  in  excess  o f  o u r  lo ss  
e x p e r ie n c e .

S in c e  th e  c lo s e  o f  o u r  f is c a l y e a r  o n  M a r c h  3 1 s t ,  
w e  h a v e  m a d e  a  s ig n if ic a n t  c h a n g e  in  t h e  b a la n c e  
s h e e t  w h ic h  w i l l ,  o f  c o u rs e , n o t  s h o w  u p  in  th e
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SOURCE OF NET CURRENT ASSETS
Year ended March 31,1950

Additions to Net Current Assets 
Net income.................................... $ 765 ,748 .20
Depreciation and amortization
on plant and equipment.............. 230 ,789 .61
Fixed assets sold or scrapped. ..  76,3 56.32

Decrease in miscellaneous assets. 2 1 ,7 0 1 .3 8

1,094,595 .5  1

Reductions of Net Current Assets
Dividends.......................................  499 ,532 .93
Additions—land, buildings and
equipment......................................  765,572.65
Long term notes paid..................  200 ,000 .00

I Prepaid expenses and deferred
charges...........................................  2 1 ,1 16 .4 4

Loss from conversion of foreign

I net assets to dollars......................  49 ,395.33

1 .535 ,617 .35

Decrease in Net Current Assets. .. 4 4 1 ,0 2 1 .8 4
Net current assets at beginning of

period.............................................  7 ,5 7 1 ,0 10 .5 8
Net current assets at end of period. S 7 ,129 ,988 .74

f in a n c ia l  s ta te m e n ts  o f  th is  r e p o r t .  Y o u r  B o a r d  o f  
D ir e c t o r s ,  in  r e c o g n i t io n  o f  t h e  fa c t  t h a t  m o r e  
l ib e r a l  c r e d i t  te r m s  h a v e  a g a in  b e c o m e  a  n o r m a l  p a r t  
o f  th is  in d u s t r y ,  a u t h o r iz e d  a n  in c re a s e  o f  $ 1 ,3 0 0 ,0 0 0  
in  o u r  lo n g  t e r m  lo a n .  T h is  b r o u g h t  th e  t o t a l  a m o u n t  
o u t s t a n d in g  t o  $ 2 ,5 0 0 ,0 0 0  a n d  e n a b le d  u s  t o  e l i m i ­
n a te  a l l  c u r r e n t  d o m e s t ic  lo a n s  o u t s t a n d in g  a t  M a r c h  
3 1 , 1 9 5 0 .  T h e  f in a l  p a y m e n t  o n  t h e  l o n g  te r m  lo a n  
is n o w  d u e  o n  J u ly  1 , 1 9 5 8 .  B o t h  y o u r  B o a r d  a n d  
y o u r  M a n a g e m e n t  fe e l  t h a t  th is  is a n  a d v a n ta g e o u s  
lo a n  f o r  y o u r  C o m p a n y  a t  a v e r y  f a v o r a b le  in te r e s t  
ra te .



Dividend Policy
W i t h  th e  d iv id e n d  p a id  o n  A p r i l  1 , y o u r  B o a r d  o f  

D ir e c to r s  r e d u c e d  t o  2 5 c  a  s h a re  t h e  q u a r t e r ly  d i v i ­
d e n d ,  w h ic h  f o r  a p e r io d  o f  a b o u t  t w o  y e a rs  h a d  b e e n  
3 5 c  a  s h a re . T h is  r e d u c t io n  w a s  c o n s id e r e d  n e c e s s a ry  
b e c a u s e  o f  t h e  d e c re a s e d  e a rn in g s  o f  th e  p a s t  y e a r ,  
t h e  d e c re a s e d  w o r k i n g  c a p i ta l  a n d  th e  in c re a s e d  n e e d  
f o r  c a s h , e x p la in e d  a b o v e .  O f  c o u rs e , f u t u r e  d i v i ­
d e n d s  m u s t  d e p e n d  u p o n  o p e r a t in g  re s u lts  a n d  
n e e d s  o f  c a s h  in  th e  b u s in e s s . C e r t a in ly ,  h o w e v e r ,  a t  
t h e  p re s e n t  t im e  th e r e  is n o  in t e n t io n  o f  r e d u c in g  th e  
q u a r te r ly  d iv id e n d  b e lo w  t h e  2 5 c  ra te . I t  is  h o p e d  
t h a t  o p e r a t io n s  a n d  c o n d i t io n s  w i l l  b e  s u c h  t h a t  th is  
d iv id e n d  c a n  b e  c o n t in u e d  a n d ,  in  t h e  y ea rs  a h e a d ,  
in c re a s e d  o r  s u p p le m e n te d  b y  e x tra s .

Operations
I  w o u ld  l i k e  in  th is  la s t  s e c t io n  o f  m y  r e p o r t  t o  

t e l l  y o u  a b o u t  th e  o p e r a t io n s  o f  o u r  v a r io u s  s u b s id ­
ia r ie s  a n d  d iv is io n s ,  th e  t a r i f f  q u e s t io n  w h ic h  a ffe c ts  
a l l  th e s e  o p e r a t io n s ,  a n d  o u r  c u s to m e r  a n d  e m p lo y e e  
r e la t io n s h ip s  u p o n  w h ic h  o u r  o p e r a t io n s  a re  s o  d e ­
p e n d e n t .

The Gruen Watch Manufacturing Company, S. A ., 
Switzerland

Y o u r  C o m p a n y  r e c e iv e d  d u r in g  t h e  p a s t  f is c a l  
y e a r  f r o m  its  S w is s  s u b s id ia r y  4 %  fe w e r  m o v e m e n ts  
t h a n  i t  re c e iv e d  t h e  y e a r  b e fo r e ,  w i t h  a g r e a te r  p e r ­
c e n ta g e  b e in g  in  t h e  lo w e r  p r ic e  ra n g e s . T h e  r e s u lt  
h a s  b e e n  t h a t  S w is s  C o m p a n y  sales  w e r e  d o w n  s o m e ­
w h a t  a n d  n e t  in c o m e  o f  th is  s u b s id ia r y  w a s  a ls o  
d o w n  s l ig h t ly .  P r o d u c t io n  a n d  c o s ts  o f  p r o d u c t io n  
in  th is  p la n t  h a v e  b e e n  e x t r e m e ly  s a t is fa c to r y  d u e  
p r im a r i ly  t o  th e  m o s t  c a p a b le  le a d e r s h ip  a n d  te c h ­
n ic a l  g e n iu s  o f  its  D i r e c t o r  G e n e r a l ,  M r .  H e n r i  
T h ie b a u d .  A m o n g  m a n y  o t h e r  t h in g s ,  M r .  T h ie b a u d  
d e v e lo p e d  f o r  us  d u r in g  t h e  y e a r  t w o  n e w  m o v e ­
m e n ts  t o  b e  u s e d  in  o u r  lo w e r  p r ic e d  w a tc h e s . T h e s e  
a re  t e c h n ic a l ly  s u p e r io r  t o  t h e  m o v e m e n ts  t h e y  a re  
r e p la c in g  a n d  a re  p r o d u c e d  a t  a lo w e r  c o s t  b e c a u s e  
o f  t e c h n o lo g ic a l  im p r o v e m e n t s .  O u r  S w is s  s u b s id i ­
a r y  c o n t in u e s  t o  b e  t h e  o u t s t a n d in g  w a tc h  fa c to r y  
in  th e  w o r ld  a n d  h a s  b e e n  s o  a c c la im e d  b y  a lm o s t  
e v e r y o n e  w h o  h a s  s e e n  i t .

Norwood’s New Hydroptic Jig  Borer—the finest 
o f its kind in the world—used in producing high 

precision watchmaking machinery.

The Gruen National Watch Case Company
S ales  in  u n its  o f  th is  s u b s id ia ry  f o r  th e  y e a r  ju s t  

p a s t  w e re  d o w n  a b o u t  1 0 %  f r o m  th e  p r e c e d in g  y e a r ,  
b u t  b e c a u s e  th is  s u b s id ia ry  w a s  r e q u ir e d  t o  p r o d u c e  
m o s t ly  lo w e r  p r ic e d  cases , its  d o l la r  sa les  w e r e  
d o w n  a b o u t  2 5 % . E a r n in g s  w e r e  d o w n  s u b s t a n t ia l ly  
m o r e  t h a n  t h e  2 5 %  d e c re a s e  in  sales  b e c a u s e  o f  th e  
f ix e d  e x p e n s e s  w h ic h  c o u ld  n o t  b e  re d u c e d  a n d  th e  
n o n - r e c u r r in g  e x p e n s e s  in v o lv e d  in  th is  s u b s id ia r y ’s 
m o v e  t o  N o r w o o d .  D e s p i t e  t h e  lo w e r  e a rn in g s , y o u r  
m a n a g e m e n t  fe e ls  t h a t  M r .  C a r l  B ie s e r , V ic e - P r e s i ­
d e n t  o f  th is  s u b s id ia r y ,  h a s  d o n e  a g o o d  j o b  u n d e r  
t r y i n g  c o n d i t io n s .

W i t h  t h e  g re a te r  e f f ic ie n c y  in  o p e r a t io n  b e c a u s e  o f  
t h e  im p r o v e d  la y o u t  a n d  fa c i l i t ie s  t h a t  y o u r  C a s e  
C o m p a n y  n o w  h a s  in  N o r w o o d ,  its  s h o w in g  in  th e
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f u t u r e ,  p r o v id in g  i t  e n jo y s  a  s u f f ic ie n t  v o lu m e  o f  
b u s in e s s , s h o u ld  b e  m u c h  im p r o v e d .

The Gruen Watch Company of Canada, Limited
I  a m  h a p p y  t o  r e p o r t  t h a t  b o t h  sa les  a n d  n e t  i n ­

c o m e  o f  t h e  C a n a d ia n  C o m p a n y  in  C a n a d ia n  d o lla r s ,  
w e r e  g re a te r  th a n  t h e  p r e v io u s  y e a r  d u r in g  w h ic h  
t im e  th is  s u b s id ia r y  o p e r a te d  u n d e r  a  q u o t a  re s t r ic ­
t io n .  T h e  sa les  in c re a s e  in  u n its  w a s  a b o u t  3 7 % , b u t  
th e  in c re a s e  in  d o lla r s  w a s  o n ly  a b o u t  2 8 % , d u e  to  
in c re a s e d  p r e fe r e n c e  in  C a n a d a  a ls o  f o r  w a tc h e s  in  
th e  lo w e r  p r ic e  ra n g e s . A l t h o u g h  th e  n e t  in c o m e  o f  
th e  C a n a d ia n  C o m p a n y  w a s  h ig h e r  t h a n  t h e  p r e ­
c e d in g  y e a r , t h e  p e r  c e n t  o f  n e t  in c o m e  w a s  s l ig h t ly  
lo w e r  b e c a u s e  o f  in c re a s e d  m a n u f a c t u r in g  c o s ts ; a n d ,  
d u e  t o  a d ju s tm e n ts  c a u s e d  b y  t h e  C a n a d ia n  d e v a lu ­
a t io n  in  S e p te m b e r ,  1 9 4 9 ,  a c tu a l  n e t  in c o m e  in  U .S .  
d o lla r s  w a s  s u b s t a n t ia l ly  t h e  s a m e  as in  t h e  p r e v io u s  
y e a r . I  w o u ld  l i k e  t o  t e l l  y o u  t h a t  M r .  C .  S . B a l la r d ,  
th e  V ic e - P r e s id e n t  a n d  G e n e r a l  M a n a g e r  o f  o u r  
C a n a d ia n  C o m p a n y ,  d e s e rv e s  a  g r e a t  d e a l o f  c r e d it  
f o r  th e  e x c e l le n t  jo b  h e  h a s  d o n e  w i t h  th is  s u b s id ia r y .

Export Division
D e s p i t e  t h e  t r e m e n d o u s  p o t e n t ia l  e x p o r t  m a r k e t  

f o r  G r u e n  w a tc h e s , i f  a n d  w h e n  t r a d e  b a r r ie rs  a re  
l i f t e d ,  a n d  t h e  fa c t  t h a t  y o u r  C o m p a n y  h o p e s  in  th e  
y e a rs  a h e a d  t o  d e v e lo p  th is  m a r k e t ,  t h e  p a s t  y e a r  
s h o w e d  v e r y  l i t t l e  p ro g re s s  i n  o u r  e x p o r t  p r o g r a m .  
T h e  f o r e ig n  e x c h a n g e  r e s t r ic t io n s  a n d  q u o ta s  w h ic h  
l im i t e d  o u r  v o lu m e  in  t h e  p r e v io u s  y e a r  d id  n o t  ease  
u p  a t  a l l  in  t h e  y e a r  ju s t  p a s t ;  a n d  as a r e s u lt ,  v o lu m e  
c o n t in u e s  t o  b e  s m a l l .  T h e r e  is n o t h i n g  t o  in d ic a t e  
t h a t  t h e  f o r e ig n  e x c h a n g e  o r  q u o t a  s i t u a t io n  w i l l  i m ­
p r o v e  m a t e r ia l ly  in  t h e  n e a r  f u t u r e ,  a n d  o u r  e x p o r t  
v o lu m e  f o r  t h e  c u r r e n t  y e a r  s h o u ld  b e  s u b s t a n t ia l ly  
th e  s a m e  as i t  w a s  in  th e  y e a r  ju s t  e n d e d .

Gruen Watchmaking Institute
T h e  G r u e n  W a t c h m a k i n g  I n s t i t u t e  ( G r u e n ’s 

s c h o o l  f o r  w a t c h m a k e r s )  is  n o w  c o m p le t in g  its  f i f t h  
y e a r  in  e x is te n c e . D u r i n g  th is  t i m e  y o u r  C o m p a n y  
h a s  le a r n e d  a  g r e a t  d e a l f r o m  te a c h in g  th e  y o u n g ,  i n ­
t e l l ig e n t  v e te ra n s  ( m a n y  d is a b le d )  w h o  m a k e  u p  th e  
s c h o o l.  I t  is in te r e s t in g  t o  n o t e  t h a t  2 1 %  o f  th e  
g r a d u a te s  o f  th e  s c h o o l  h a v e  b e c o m e  e m p lo y e e s  o f

t h e  C o m p a n y  u p o n  g r a d u a t io n ,  a n d  4 1 %  h a v e  s ta r te d  
b u s in e s s e s  o f  t h e i r  o w n .  A  n u m b e r  o f  th e s e  h a v e  a l ­
r e a d y  b e c o m e  G r u e n  je w e le rs  a n d ,  as c a n  b e  i m ­
a g in e d ,  v e r y  lo y a l  G r u e n  je w e le rs .

Your Company and the United States T ariff Program
S in c e  m y  la s t  r e p o r t  t o  y o u ,  t h e  E x t e n s io n  o f  th e  

R e c ip r o c a l  T r a d e  A g r e e m e n ts  A c t  w a s  p a s s e d ; h o w ­
e v e r ,  th e r e  h a s  s t i l l  b e e n  c o n s id e r a b le  a g i t a t io n  in  
W a s h in g t o n  f o r  a  h ig h e r  t a r i f f  o r  a  q u o t a  o f  s o m e  
k in d .

T h is  t a r i f f  q u e s t io n  h a s  ta k e n  u p  a  g r e a t  d e a l  o f  th e  
t i m e  o f  th e  C o m p a n y ’s e x e c u t iv e s  d u r in g  th e  p a s t  
s e v e ra l y e a rs . A b o u t  a  y e a r  a n d  a h a l f  a g o ,  I  w a s  r e ­
q u ir e d  t o  s p e n d  a n u m b e r  o f  d a y s  in  W a s h in g t o n  in  
o r d e r  t o  t e s t i f y  b e fo r e  S e n a te  a n d  H o u s e  c o m m it te e s  
a n d  c o n s id e r a b le  t i m e  b e fo r e  t h a t  p r e p a r in g  m y  
t e s t im o n y .  T h e  s u b je c t  c o n t in u e s  t o  b e  t im e - c o n ­
s u m in g  b u t  th is  t im e  m u s t  a n d  is b e in g  g iv e n  b y  a l l  
e x e c u t iv e s  b e c a u s e  th e  s u b je c t  is o n e  o f  s u c h  v i t a l  
im p o r t a n c e .

I t  is  i m p o r t a n t  t o  e x p la in  w h a t  th e  e f fe c t  o f  e i t h e r  
a  h ig h e r  t a r i f f  o r  a q u o t a  w o u ld  b e , n o t  o n ly  o n  
G r u e n ’s o p e r a t io n s ,  b u t  o n  t h e  r e t a i l  a n d  w h o le s a le  
je w e le rs  o f  t h e  c o u n t r y ,  th e  c o n s u m e rs  o f  w a tc h e s  
s u c h  as t h e  a v e ra g e  s h a r e h o ld e r ,  a n d  th e  fe d e r a l  
g o v e r n m e n t .

I f  t h e  t a r i f f  w e r e  in c re a s e d  o r  a  q u o t a  w e r e  es ­
ta b l is h e d ,  t h e  p r ic e s  o f  a ll w a tc h e s  s o ld  in  th is  
c o u n t r y  w o u ld  in c re a s e . I f  o n ly  h ig h e r  p r ic e d  w a tc h e s  
w e r e  t o  b e  s o ld  in  th is  c o u n t r y ,  m a n y  p e o p le  w o u ld  
b e  u n w i l l i n g  o r  u n a b le  t o  b u y  a  w a tc h .  S u c h  m a r k e t  
r e s t r ic t io n s  as th e s e  w i l l  a f fe c t  a l l  c o n s u m e r s ;  a l l  
je w e le r s ;  a n d  a l l  m a n u fa c tu r e r s  a n d  a s s e m b le rs , i n ­
c lu d in g  t h e  w h o l ly  d o m e s t ic  p r o d u c e r s .  T h e y  w o u ld  
a ls o  a f fe c t  t h e  fe d e r a l  g o v e r n m e n t  in  b o t h  re d u c e d  
c u s to m s  d u t ie s  a n d  e x c is e  ta x e s  c o lle c te d .

I t  s e e m s  o n ly  s o u n d  e c o n o m ic s  t o  k e e p  th e  la w  o f  
s u p p ly  a n d  d e m a n d  o p e r a t in g  in  as n a tu r a l  a w a y  as 
p o s s ib le .  T h e  w h o l ly  d o m e s t ic  m a n u fa c tu r e r s  p r o ­
d u c e  a  f in e  p r o d u c t  w h ic h  th e y  s e ll  a t  a  f a i r  p r ic e  a n d  
t h e y  d o  n o t  n e e d  a n y  h ig h e r  ta r if fs  o r  r e s t r ic t iv e  
q u o ta s  t o  h e lp  k e e p  t h e m  in  b u s in e s s . A s  a  m a t t e r  o f  
fa c t ,  th is  p a s t  y e a r  o p e r a t in g  u n d e r  t h e  p re s e n t  
t a r i f f ,  b o t h  o f  th e  w h o l ly  d o m e s t ic  c o m p a n ie s  s h o w e d



a  b e t te r  p ic t u r e  b o t h  sa les  a n d  p r o f i t - w is e  c o m p a r e d  
t o  t h e i r  o w n  p r e v io u s  y e a r  t h a n  d id  a n y  o f  th e  
m a jo r  c o m p a n ie s  w h ic h  im p o r t  t h e i r  m o v e m e n ts .

D e s p i t e  t h e  e f fo r ts  o f  t h e  w h o l ly  d o m e s t ic  c o m ­
p a n ie s ,  I  fe e l  r e a s o n a b ly  s u re  th e r e  w i l l  b e  n o  
c h a n g e  in  t h e  w a tc h  ta r if fs  d u r in g  th e  c o m in g  y e a r ,  
o r  a n y  i m p o s i t io n  o f  q u o t a  r e s t r ic t io n s  e i t h e r  h e r e  o n  
im p o r t s ,  o r  in  S w it z e r la n d  o n  e x p o r ts .

Your Customers
T h e  f r ie n d ly  r e la t io n s h ip  t h a t  h a s  e x is te d  b e tw e e n  

th is  C o m p a n y  a n d  its  d e a le rs  f o r  th r e e -q u a r te r s  o f  a  
c e n t u r y  is  t o d a y  c lo s e r  t h a n  i t  h as  e v e r  b e e n . Y o u r  
C o m p a n y  h a s  c o n s is te n t ly  b a c k e d  its  c u s to m e rs  in  
t h e  re s a le  o f  G r u e n  w a tc h e s  t h r o u g h  n a t io n a l  a d ­
v e r t is in g  a n d  lo c a l  d e a le r  h e lp s  a n d  th e s e  p r o m o t i o n ­
a l  e f fo r ts  h a v e  b e e n  in te n s if ie d  d u r in g  t h e  p a s t  a n d  
c u r r e n t  y e a r  t o  f u r t h e r  c e m e n t  th is  c lo s e  r e la t io n s h ip .  
I  a m  a ls o  h a p p y  t o  r e p o r t  t h a t  th e  n u m b e r  o f  o u r  
d e a le rs  h a s  in c re a s e d  b y  1 0 8 6  d u r in g  th e  y e a r  a n d  n o w  
to ta ls  m o r e  t h a n  9 0 0 0  s t r o n g ,  a g g re s s iv e  a n d  lo y a l  
G r u e n  d e a le rs  in  t h e  U n i t e d  S ta te s  a n d  C a n a d a .

Your Employees
I  a m  h a p p y  t o  b e  a b le  t o  r e p o r t  t o  y o u  t h a t  th e  

s a m e  f r ie n d ly  r e la t io n s h ip  t h a t  h a s  a lw a y s  e x is te d  b e ­
tw e e n  t h e  C o m p a n y  a n d  its  e m p lo y e e s  h a s  c o n t in u e d .  
I n  p r e v io u s  y e a rs , I  h a v e  t o ld  y o u  o f  v a r io u s  a c t iv i ­
t ie s  u n d e r t a k e n  f o r  e m p lo y e e s ,  i n c lu d in g  in s t a l la t io n  
o f  th e  p r o f i t  s h a r in g  p la n ,  t h e  g r o u p  in s u r a n c e  p la n ,

t h e  T e n  Y e a r  C lu b ,  t h e  t e s t in g  a n d  t r a in in g  p r o g r a m ,  
a n d  a  r e c r e a t io n a l  p r o g r a m ,  b o t h  a t h le t ic  a n d  n o n ­
a t h le t ic ,  s p o n s o re d  b y  th e  G r u e n  A c t iv i t ie s  C o m ­
m i t t e e  w h ic h  in  t u r n  is  r u n  e n t i r e ly  b y  t h e  e m p lo y e e s  
th e m s e lv e s . T h e  t o t a l  p a id  t o  T h e  G r u e n  E m p lo y e e s ’ 
P r o f i t  S h a r in g  T r u s t ,  i n c lu d in g  th is  y e a r ’s c o n t r ib u ­
t io n  b y  t h e  C o m p a n y  is $ 6 9 9 ,5 0 6 ,  a n  a v e ra g e  o f  
$ 1 1 6 ,5 8 4  p e r  y e a r  s in c e  th e  in c e p t io n  o f  t h e  p la n  in  
1 9 4 5 -

A l l  th e s e  a c t iv i t ie s ,  o f  c o u rs e , c o n t in u e  a n d  h a v e ,  
I  b e l ie v e ,  s u c c e e d e d  in  m a k i n g  o u r  m a n y  n e w  e m ­
p lo y e e s ,  w h o  h a v e  c o m e  w i t h  th e  C o m p a n y  s in c e  th e  
s ta r t  o f  o u r  A m e r ic a n  m o v e m e n t  m a n u f a c t u r in g  
o p e r a t io n s ,  a  re a l  p a r t  o f  t h e  G r u e n  f a m i ly .

I n  s u m m a r y  I  c a n n o t  e m p h a s iz e  t o o  s t r o n g ly  th e  
c o n f id e n c e  t h a t  I  h a v e , a n d  a lw a y s  h a v e  h a d ,  i n  th e  
l o n g  r u n  f u t u r e  o f  y o u r  C o m p a n y .  W e  h a v e  t h e  b e s t  
s ty le d  p r o d u c t  in  th e  in d u s t r y  o f  a  q u a l i t y  s e c o n d  t o  
n o n e .  W e  h a v e  t h e  c o n t in u e d  g o o d - w i l l  a n d  c o n ­
f id e n c e  o f  o u r  m o r e  t h a n  n in e  th o u s a n d  lo y a l  G r u e n  
je w e le rs ,  f o r  w h ic h  a t  th is  t i m e  I  w o u ld  l i k e  t o  t h a n k  
t h e m .  I t  is  th e s e  je w e le rs  w h o  a re  t h e  b a c k b o n e  o f  
o u r  b u s in e s s . W e  h a v e  t h e  g o o d - w i l l  a n d  c o n f i ­
d e n c e  o f  a l l  o f  o u r  e m p lo y e e s . W e  h a v e  a  g r o u p  o f  
a b le ,  i n t e l l ig e n t  e x e c u t iv e s . I t  is th e s e , o u r  g re a te s t  
assets , t h a t  ju s t i f y  m y  c o n f id e n c e  in  th e  c o n t in u e d  
su ccess  o f  y o u r  C o m p a n y .

I  w a n t ,  o n  b e h a l f  o f  y o u r  M a n a g e m e n t  a n d  B o a r d  
o f  D ir e c t o r s ,  t o  t h a n k  y o u ,  o u r  s h a re h o ld e rs ,  f o r  
y o u r  c o n f id e n c e  a n d  c o o p e r a t io n  w h ic h  w e  w i l l  c o n ­
t in u e  t o  d o  e v e r y t h in g  w i t h i n  o u r  p o w e r  t o  m e r i t .

S in c e re ly  y o u rs ,

Time Hill, Cincinnati, Ohio 
June 16, 1950



GRUENTHE
CONSOLIDATED STATEMENT OF F IN A N C IA L  POSITION

WATCH COMPANY

MARCH 31, 1950

C u r r e n t  a ssets :

C a s h  o n  h a n d  a n d  d e m a n d  d e p o s i t s .............................................................................................................................................$  1 ,3 3 3 ,6 1 1 .2 3
U n i t e d  S ta te s  G o v e r n m e n t  s e c u r it ie s ,  a t  c o s t .......................................................................................................................  3 5 0 ,0 0 0 .0 0
N o t e s  a n d  a c c o u n ts  r e c e iv a b le ,  t r a d e ,  less  a l lo w a n c e  f o r  d o u b t f u l  n o te s  a n d  a c c o u n t s ...............  2 ,9 9 4 ,2 0 8 .3 9
In v e n t o r ie s ,  a t  t h e  lo w e r  o f  c o s t  o r  m a r k e t  ( N o t e  2 ) ................... ................................................................................ 5 ,0 5 5 ,0 8 4 .4 3

Total current assets..............................................................................................................................................................  9 ,7 3 2 ,9 0 4 .0 5
L e s s :

C u r r e n t  l ia b i l i t i e s :
N o t e  p a y a b le ,  b a n k ................................................................................................................................................... $ 5 0 0 ,0 0 0 .0 0
L o a n  p a y a b le ,  fo r e ig n  b a n k ............................................................................................................................... 4 4 2 ,3 9 5 - 9 4
A c c o u n t s  p a y a b le ........................................................................................................................................................  4 0 9 ,8 4 5 .6 1
A c c r u e d  i t e m s ................................................................................................................................................................  5 8 9 ,5 0 3 .2 3
D iv id e n d s  p a y a b l e .....................................................................................................................................................  9 5 ,9 8 0 .2 8
P r o v is io n  f o r  d o m e s t ic  a n d  fo r e ig n  ta x e s  o n  in c o m e  ( N o t e  4 ) ....................................... 5 6 5 ,1 9 0 .2 5

Total current liabilities..................... ..................................................................................... .........................................

N e t  w o r k i n g  c a p i t a l ...........................................................................................................................................................................................

C a s h  s u r r e n d e r  v a lu e  o f  in s u r a n c e  a g g r e g a t in g  $ 2 ,1 6 6 ,8 4 0  o n  l iv e s  o f  o f f ic e rs  ( N o t e  3 ) ..................
N o t e s  r e c e iv a b le ,  t r a d e ,  w i t h  m a t u r i t y  s u b s e q u e n t  t o  M a r c h  3 1 ,  1 9 5 1 ...............................................................
O t h e r  n o te s  a n d  a c c o u n ts  r e c e iv a b le ................................................................................ .................................................................
S u n d r y  in v e s tm e n ts ,  a t  c o s t .......................................................................................................................................................................
P r o p e r t y ,  p la n t ,  im p r o v e m e n ts  t o  le a s e d  p r o p e r t y ,  a n d  e q u ip m e n t ,  a t  c o s t ,

less a llo w a n c e s  f o r  d e p r e c ia t io n  a n d  a m o r t i z a t io n  o f  $ 1 , 0 1 6 , 7 5 2 . 4 5 ..............................................................
E q u ip m e n t  n o t  in  u s e , a t  e s t im a te d  r e a l iz a b le  v a l u e ...........................................................................................................
P r e p a id  e x p e n s e s  a n d  d e fe r r e d  c h a r g e s ............................................................................................................................................
P a te n ts ,  t r a d e m a r k s ,  c o p y r ig h ts  a n d  g o o d w i l l ............... .. ........................................................................................................

T o t a l  assets  less c u r r e n t  l i a b i l i t i e s .........................................................................................................................................................
N o t e s  p a y a b le ,  b a n k ,  d u e  a n n u a l ly  in  v a r y in g  a m o u n ts  f r o m  J u ly  1 , 1 9 5 1  t h r o u g h  J u ly  1 , 1 9 5 5

E x c e s s  o f  assets  o v e r  l i a b i l i t i e s ................................................................................................................................................................ $

C a p i ta l :
C a p i t a l  s to c k :

P r e fe r r e d  s to c k ,  4 !4  p e r  c e n t  c u m u la t iv e ;  $ 1 0 0  p a r  v a lu e ;
a u t h o r iz e d  2 5 ,0 0 0  s h a re s , is s u e d  a n d  o u t s t a n d in g ,  n o n e .............................................................................

C o m m o n  s to c k ,  $ 1 .0 0  p a r  v a lu e ;  6 5 0 ,0 0 0  s h a re s  a u t h o r iz e d ,  5 0 5 ,3 3 7 2 4  s h are s  is s u e d ,
less  1 2 1 ,0 8 1 2 4  s h a re s  in  t r e a s u r y , o u t s t a n d in g  3 8 4 ,2 5 6  s h a re s  ( N o t e  3 ) ........................................  3 8 4 ,2 5 6 .0 0

E a r n e d  s u r p lu s ,  as a n n e x e d  ( N o t e s  1 , 2 ,  3 a n d  4 ) .......................................................................... ......................................  8 ,4 4 2 ,6 5 6 .0 0
Total.............................................................................................................................................................................................. $  8 ,8 2 6 ,9 1 2 .0 0

2 ,6 0 2 ,9 1 5 .3 1

7 ,1 2 9 ,9 8 8 .7 4
2 3 5 ,6 3 1 .1 5

5 ,4 7 5 .7 0
7 5 ,3 2 7 .9 8
1 0 ,7 5 9 .7 0

1 ,9 7 5 ,6 8 9 - 4 4
1 1 6 ,0 5 6 .0 4

4 7 7 ,9 8 2 .2 5
1.00

10,026,912.00
1 ,200 ,000.00

8 ,826,912.00

The accompanying notes are an integral part of this consolidated statement o f financial position.



AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENT OF INCOME AND EARNED SURPLUS

FOR FISCAL YEAR ENDED MARCH 31, 1950

G r o s s  p r o f i t  f r o m  s a le s ....................................................................................................

S e l l in g ,  a d m in is t r a t iv e ,  a n d  g e n e r a l  e x p e n s e s .............................................

Profit before other income and expenses and income taxes 

O t h e r  i n c o m e ...........................................................................................................................

In te r e s t  a n d  o t h e r  e x p e n s e s ........................................................................................

P r o v is io n  f o r  d o m e s t ic  a n d  f o r e ig n  ta x e s  o n  i n c o m e ........................

Net income......................................................................................................

E a r n e d  s u r p lu s ,  A p r i l  1 , 1 9 4 9 ....................................................................................

L o s s  a r is in g  f r o m  c o n v e r s io n  o f  f o r e ig n  n e t  assets  t o  d o l l a r s . .

D iv id e n d s ,  c o m m o n  s to c k ,  $ 1 .3 0  p e r  s h a r e ................................................

E a r n e d  s u r p lu s ,  M a r c h  3 1 ,  1 9 5 0 .............................................................................

$  4 ,6 8 5 ,6 0 4 .1 1  

3 ,1 8 7 ,8 6 8 .2 9  

1 ,4 9 7 ,7 3 5 .8 2  

1 5 3 ,6 8 2 .0 7  

1 ,6 5 1 ,4 1 7 .8 9  

3 5 2 ,3 1 3 -9 3  

1 ,2 9 9 ,1 0 3 .9 6  

5 3 3 ,3 5 5 .7 6  

7 6 5 ,7 4 8 .2 0  

8 ,2 2 5 ,8 3 6 .0 6  

8 ,9 9 1 ,5 8 4 .2 6  

4 9 ,3 9 5 .3 3  

8 ,9 4 2 ,1 8 8 .9 3  

4 9 9 ,5 3 2 .9 3  

$  8 ,4 4 2 ,6 5 6 .0 0

The accompanying notes are an integral part o f this consolidated statement o f income and earned surplus.



otes to financial statements...
OF FINANCIAL POSITION AND INCOME AND EARNED SURPLUS

NOTE 1. The consolidated statement of financial posi­
tion includes foreign net assets aggregating $1,126,082, 
stated in United States currency, of which net current assets 
were $666,803.

Current assets and liabilities of the Swiss subsidiary in­
cluded in the consolidated statement of financial position 
were converted into U.S. dollars at the March 31, 1950 
current quoted buying rate of exchange for the Swiss franc.

Current assets and liabilities of the Canadian subsidiary 
included in the consolidated statement of financial position 
were converted into U. S. dollars at the official rate of 
exchange.

Noncurrent assets recorded in foreign currencies were 
converted substantially at rates of exchange prevailing when 
acquired.

Income accounts of the Swiss and Canadian subsidiaries 
were converted, substantially, at the March 31, 1950 current 
quoted buying rate of exchange for the Swiss franc, and at 
the official rate of exchange for the Canadian dollar.

NOTE 2. The estimated amounts of intercompany 
profits in inventory items purchased from companies whose 
accounts are consolidated were eliminated in the prepara­
tion of these consolidated financial statements.

NOTE 3. In accordance with the employment agree­
ment between the company and Benjamin S. Katz, Presi­
dent, the company is obligated, in the event of his death 
during the term of the agreement, to purchase for cash, if 
requested within 120 days from the date of his death, com­
mon stock of the company held by the personal representa­
tive of his estate, widow, children, grandchildren or 
trustee, for an amount not in excess of $1,000,000. The 
price per share to be paid shall be the consolidated book 
value per share as of the day following his death.

The company carries insurance aggregating $1,800,000 
on the life of Benjamin S. Katz. The company has agreed 
to continue $1,000,000 of this insurance for the period that 
the employment agreement is in effect and it is expected 
that the proceeds of such insurance will be held by the com­
pany to be used in the purchase of said stock, if offered.

NOTE 4. It is estimated (based on present laws) that 
additional foreign taxes on transfers to the parent company 
of the accumulated surplus of foreign subsidiaries would 
approximate $646,000.

NOTE 5. Consolidated net income includes net income 
of foreign subsidiaries aggregating $270,545. No dividends

were received from foreign subsidiaries during the year.

NOTE 6. The provisions for depreciation and amortiza­
tion included in the consolidated statement of income 
amount to $230,790.

NOTE 7. The provisions for contributions to the profit 
sharing fund, for the benefit of the employees of The Gruen 
Watch Company and The Gruen National Watch Case 
Company, included in the consolidated statement of in­
come, amount to $69,030.

LYBRAND, ROSS BROS. & MONTGOMERY
Certified Public Accountants 

CINCINNATI

To the Board of Directors,
The Gruen Watch Company, Cincinnati, Ohio

We have examined the consolidated statement of finan­
cial position of The Gruen Watch Company and its sub­
sidiaries as of March 31, 1950 and the related consolidated 
statement of income and earned surplus for the year then 
ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly in­
cluded such tests of the accounting records of the com­
panies (except the Gruen Watch Mfg. Co., S.A.) and such 
other auditing procedures as we considered necessary in the 
circumstances. Financial statements of the Gruen Watch 
Mfg. Co., S.A., a consolidated subsidiary, for the year ended 
March 31, 1950, together with a report thereon of other 
public accountants, were submitted to us.

In our opinion, based upon our examination and upon 
the above-mentioned report of other public accountants, 
the accompanying consolidated statement of financial 
position and consolidated statement of income and earned 
surplus present fairly the consolidated financial position of 
The Gruen Watch Company and its subsidiaries at March 
31, 1950, and the consolidated results of their operations 
for the year then ended, in conformity with generally 
accepted accounting principles applied on a basis consis­
tent witlTthat of the preceding year.

Lybran d , R oss B ros. & M ontgomery

Cincinnati, Ohio 
June 5, 1950.
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SUPPORTS JEWELERS EVERYWHERE

Gruen has long been noted as one of the most 
consistent and aggressive advertisers in the watch 
industry. It is proud of a record of over 50 years 
of consistent advertising in national media, which 
today includes extensive use of television and 
radio, as well as magazines such as Life, Saturday 
Evening Post, etc. Supplementing this consumer

advertising program is Gruen’s outstanding Re­
tail Promotion Service which supplies jewelers 
with a comprehensive array of point-of-sale 
material, some of which is illustrated below.

Great public acceptance and goodwill has been 
a priceless heritage of Gruen jewelers for over 
seventy-six years.
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PRESIDENT’S REPORT

To the Shareholders of

THE GRUEN WATCH COMPANY

On behalf of your Board of Directors, I am pleased 
to present this report of your Company for the fiscal year 
ended March 31, 1951. Included is a consolidated balance 
sheet as of March 31, 1951, and a consolidated statement 
of income and earned surplus for the fiscal year ended 
March 31, 1951, as reported by our auditors, Messrs. 
Lybrand, Ross Bros. & Montgomery.

In accordance with the practice of the past few 
years, I would like to comment first on the operating 
results of the year and then tell you about various aspects 
of the Company's business and the problems facing it.

Operating Results

Consolidated net profit for the year amounted to 
$1,908,833, before taxes, and $1,086,746 after all charges 
and taxes, as compared with consolidated net profit of 
$1,299,104 before taxes, and $765,748 after taxes, for 
the preceding fiscal year. Based on 396,956 shares of 
common stock outstanding on March 31, 1951, exclusive 
of treasury shares, earnings this year equal $2.74 per 
share, as compared with net earnings of $1.99 per share 
for the fiscal year ended March 31, 1950, based on 
384,256 shares then outstanding. Quarterly dividends of 
25c per share, or a total of $1 per share, were paid during 
the year.

Long Term Loan

As I reported in my letter last year, a long term 
loan of $2,500,000 was made in May, 1950 which, of 
course, did not show in last year's balance sheet. This loan 
has enabled us to eliminate all current domestic loans that

were outstanding at March 31, 1950, and has increased 
our working capital. $200,000 that was due in July 1951 
was anticipated and paid in January 1951, leaving a 
balance owing as of March 31, 1951 of $2,300,000 which 
is payable annually in varying amounts from July 1, 1952 
through July 1, 1958.

The Year’s Business

Sales of the Company for the year just ended were 
the greatest in its history. While our prediction at this 
time last year mentioned a possible increase in sales, I 
did not expect the large increase we did have which was 
caused entirely by the unexpected outbreak of the Korean 
conflict. Jewelers, fearing wartime shortages which they 
experienced in World War II, placed large orders for all 
watches, particularly brand name watches. Watch sales 
to consumers, while improved over the preceding year, 
did not increase in proportion to watch manufacturers’ 
sales to jewelers. Despite every effort on the part of 
your Company to prevent overstocking by its customers, 
we were unable to supply the demand for Gruen Watches 
during the last half of our fiscal year and, thus far, 
orders for the current season are far ahead of the pre­
ceding year. It is obvious that jewelers and other retailers 
cannot continually increase their own inventories unless 
consumer demand warrants it. If overstocking occurs on 
a large scale, sales of all watch manufacturers, including 
your Company, are bound to suffer.

Late last summer when it became apparent that 
jewelers’ inventories were going to be much too large in 
relation to potential retail sales, Gruen realized the need 
for greater and more powerful advertising to increase

i 6 S . c o m
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PRESIDENTS

consumer demand, thereby, helping jewelers clear their 
overstocked shelves. For this reason, your Company spent 
more money for advertising for the last fiscal year than 
in any previous year. Because of this intensive promotion 
campaign and the fine reputation Gruen has achieved in 
its 77-year history, we believe the demand for Gruen 
Watches today is greater than ever before.

Increased Operating Costs

While the net profits, after all charges and taxes, 
for this past fiscal year were $320,998 greater than for 
the preceding year, they were not as large as we had hoped 
they would be based on our increased sales, due to the 
increase in taxes, increased expenditures for advertising 
as explained above, and substantial increases in material 
costs. If these costs continue to increase, with retail 
price controls presently in effect, it cannot help but affect 
our profits for the current year.

American Movement Division

Youi Company, as you know, has been planning 
and working for more than ten years to establish an 
American movement division to protect us against pro­
hibitive increases in the tariff or a war in Europe which 
would make it impossible for us to receive movements 
from our Swiss plant. Developments this year in both the 
tariff and world situation have proved that our concern 
and subsequent establishment of this American Movement 
Division were well justified.

1 am very happy to advise you that during this past 
fiscal year costs were very greatly reduced. We are now 
producing our American-made 21-jewel movements at a 
cost that enables us to properly merchandise this series of 
watches. Further expansion of this movement manufac­
turing project depends on our government’s defense 
program, since our movement division is now heavily 
engaged in production of material for our armed forces.

INVESTMENT OF FUNDS Defense Contracts

We now have contracts for the manufacture of 
essential precision instruments, amounting to approxi­
mately $7,500,000. The making of these instruments is 
well suited to our plant and is closely related to our 
normal watch production methods. I have every confi­
dence that the Company will execute these contracts 
efficiently and creditably as it did its war contracts during 
World War II.

During the current year the foremost task in our 
movement division will be the performance of these 
defense orders. We hope to maintain the current level in 
21-jewel movement production, but increasing this pro­
duction will be deferred until government orders are 
completed. We feel certain you will agree with us that 
these contracts, which are of such vital importance to our 
country’s defense effort, should receive our first considera­
tion. Personnel working on these defense contracts will be 
well qualified for movement manufacturing operations 
when our government no longer requires our facilities 
for its defense effort.

page 4



REPORT

The Tariff Situation

\bu may recall that in my report last year I 
mentioned there was considerable agitation for a higher 
tariff or quota of some kind on the importation of watches 
and watch movements. On October 13, 1950, the wholly- 
domestic watch manufacturers succeeded in having an 
escape clause included in the United States-Switzerland 
tariff agreement. Shortly thereafter they applied for relief 
under this clause by requesting a tariff increase. The Tariff 
Commission held hearings from May 15 through May 24 
on such application. If a tariff increase is put through, 
it will result in an increase to the American public on 
the price of Graen, and other watches using imported

movements, as much as $5.00 a watch or a total of $20 
million to $40 million annually.

I am unalterably opposed to an increase in watch 
tariffs. The domestic manufacturers have been enjoying the 
largest profits in the past few years that they have made 
in many, many years. To me, it seems not only unnecessary 
but entirely unreasonable to impose this large increase in 
cost on the ultimate consumer, simply for the purpose of 
permitting the domestic manufacturers to make larger 
profits. Your executives are taking a very active part in 
opposition to this application to increase tariff rates but 
as this letter is written, it is impossible to predict whether 
or not a tariff increase will be put into effect.

Gruen is the Choice of
Distinguished Personalities

Joan Fontaine 

Dana Andrews

Arlene Francis 

Guy Lombardo 

Mary Martin

page }
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PRESIDENTS

Gruen Personnel

I have said before that our Company’s personnel 
policy is based on the principle that great organizations 
are built of flesh and blood—the life work of men and 
women. Money, machinery, land and buildings do not 
make an organization great. Only people can do that. It is 
the men and women who make an inanimate organization 
come alive—make it progress and grow. Because we value 
so highly the loyalty and industry of our employees, we 
are constantly striving to help them lead happier, more 
productive lives. Gruen benefits for its personnel include 
profit sharing, vacation plans, periodic eye examinations, 
group insurance, service awards, sick benefit plans and 
recreational activities.

This year the employee’s profit sharing plan was 
substantially revised to include a savings and a retirement 
feature. There are two main reasons for the changes 
and the form that they took. (1 ) \our Company was 
worried about the fact that the former profit sharing 
plan made no provision for the retirement of loyal 
employees who had been with the Company for many 
years; (2) After seeing many studies on savings, your 
Company was concerned about the very small savings all 
working people are able to accumulate during their work­
ing lives.

The three basic provisions of the new plan are as 
follows: (1 ) Employees must contribute from two to five 
per cent of their salaries. The option within this range is 
theirs. This provides the savings feature of the plan. (2) 
The Company contributes 5% of its consolidated net 
profit before taxes. This is exactly the same provision as 
in the former plan. (3) Distribution to the retired em­
ployees starts at sixty-five.

During the past fiscal year, pursuant to authoriza-

A  — To electronically test each watch, Gruen technicians 
use the oscillograph, an instrument, comparable to a cardi­
ograph, which records the "heart beat” of the movement.

B — Infinitesimal measures, invisible to the naked eye, 
are made with this high precision machine. On it readings 
can be made to 1/100,000 of an inch.
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tion of your Board of Directors, 12,700 shares of common 
stock of the Company were sold to employees at the then 
market price of $10 a share, with payments spread over 
a six-year period. None of this stock was offered to any 
officer who was a director of the Company so that all such 
shares were sold to some 22 executives and junior execu­
tives of the Company and its subsidiaries. I believe that 
these executives are most appreciative of the action of your 
Board and that this acquisition of further ownership in 
the Company will provide increased incentives for them.

I Gruen Subsidiaries

The Gruen Watch Manufacturing Company, S.A., Bienne, 
I Switzerland

In order to supply the tremendous demand for 
Gruen Watches in the past year, this wholly-owned sub­
sidiary, under the able leadership of Mr. Henri Thiebiud, 
its Director General, has developed and installed many 
new machines, a number of which are Mr. Thiebaud’s 
own invention. These innovations in the watch industry 
will assure your Company increased production in the 
coming year.

It is with a great deal of pleasure that I also report 
the development of a new movement by Mr. Thiebaud 
during that same period. This new movement is a man’s 
automatic movement smaller than our present automatic 
movement being sold under the trade-mark Autowind 
which is today considered the finest automatic watch in 
this country. This new automatic movement has many 
features which have been patented and which are not now 
incorporated in any other movement. It is Mr. Thiebaud’s

! opinion that this new movement, which is being intro­
duced to Gnien customers this Fall, will be the finest 
automatic watch ever offered to the consuming public.

f

C — This luxurious, new watch box made of jeweled lit cite 
and turquoise satin is one of a series of re-designed 
presentation packages introduced by Gruen this year.

D — To maintain extremely high precision standards, the 
Profile Projector is used to determine accuracy of work­
manship. The part to be examined is projected on a glass 
screen and magnified 100 times its normal size.

page 7
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The Grnen National Watch Case Company

I am happy to report that sales and profits of this 
subsidiary were substantially increased over last year. 
Lower operational costs have been achieved by improved 
facilities since its establishment in our new Norwood 
Plant. Mr. Carl Bieser, vice president of this subsidiary, 
deserves special credit for his efficient management of 
its operation.

The Grnen Watch Company of Canada, Limited

It is with pleasure that I can again report a continued 
increase in net sales under the splendid guidance of Mr. 
C. S. Ballard, vice president and general manager. This 
Canadian subsidiary has made rapid strides forward during 
the last few years and has achieved a position of real 
importance in the Canadian watch industry.

The Grnen Watch Export Company, S.A., Geneva, Switz­
erland

To overcome numerous exchange restrictions which 
have limited our operation in previous years, the Gruen 
Watch Export Company, S. A., was organized in Decem­
ber, 1950 to replace our Export Division. This company 
is a wholly-owned subsidiary of the Gruen Watch Man­
ufacturing Company, S. A., Bienne, Switzerland. It is

under the direction of Mr. Jacques Leal, former head of 
our Export Division.

Gruen Watchmaking Institute

This highly accredited school for watchmakers, 
which has during the past six years trained hundreds of 
disabled veterans to become self-supporting members of 
their communities, is making a valuable contribution to 
the nation’s supply of skilled craftsmen needed for its 
defense program. Many graduates of the school are 
making use of their training in fine, precision work for 
Gruen and other essential industries. This school is very 
ably headed by Mr. George T. Gruen.

Before closing this report on your Company’s 
operations, I would like, on behalf of our shareholders, 
directors and employees, to express my sincere appreciation 
to the more than 9000 Gruen jewelers whom we consider 
our greatest asset, for their continued cooperation and 
loyal support.

To you, our shareholders, I extend my deepest 
gratitude for your confidence and pledge to you our 
untiring efforts toward the continued progress of your 
Company.

Sincerely yours,

Benjamin S. Katz 
President

Time Hill, Cincinnati, Ohio 
Jt/ne 15, 1951

GruenWristwatches.com
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Y e a r

E n d ed

M a rc h  31 --- ---------------- -------- ------------ ---

Income Before Federal Taxes____________

Federal Taxes On Income..........................

Net Income............ ............... .....................

Net Income Per Share..................................

Dividends Per Share..................................... .

Earnings Retained In The Business............

Ratio: Current Assets To Current Liabilities

Number of Shareholders................... ..........

Book Value Per Share of Common Stock ...  

Average Number of Domestic Customers...

1 9 5 1 ................. 1 9 5 0

1,908,833

822,087

1,086,746

2.74 

1.00

1.74 

3.7

2,968

GruenWristwatches.com



WATCH COMPANY

Consolidated Statement
of Financial Position
March 31, 1951

Current assets:
Cash on hand and demand deposits..........................................
United States Government securities, at cost..............................
Notes and accounts receivable, trade, less allowance

for doubtful notes and accounts........................................
Inventories, at the lower of cost or market (Note 2 ) ................
In process costs accumulated under U. S. Government contract.

Total current assets........................................................................................................
Less:

Current liabilities:
Loan payable, foreign bank.......................................................................... $864,825.70
Accounts payable ................   911,333.40
Accrued items ..............................................................................................  718,919.90
Dividends payable ........................................................................................  98,957.47
Provision for domestic and foreign taxes on income (Note 4 ) ...............  836,212.55

Total current liabilities

$ 1 ,698, 163.81 
350,000.00

4,871,194.64
5,479,026.93

122,449.78
12,520,835.16

3,430,249.02

Net working capital............................................................................................................................. 9,090,586.14
Cash surrender value of insurance aggregating $2,166,840 on lives of officers (Note 3 ) ...............  291,408.85
Other notes and accounts receivable....................................................................................................  142,050.01
Sundry investments, at cost..................................................................................................................  10,759-70
Property, plant, improvements to leased property, and equipment, at cost,

less allowances for depreciation and amortization of $1,204,125.54.........................................  1,999,287.09
Emergency facilities purchased, to be acquired by U. S. Government upon approval.......................  95,671.47
Prepaid expenses and deferred charges............................... ................................................................  333,750.07
Patents, trademarks, copyrights and goodwill......................................................................................  ................1.00
Total assets less current liabilities........................................................................................................  11,963,514.33
Notes payable, bank, due annually in varying amounts from July 1, 1952 through July 1, 1958.....  2,300,000.00
Excess of assets over liabilities............................................................................................................  $ 9,663,514.33

Capital:
Capital stock:

Preferred stock, 4Vi per cent cumulative; $100 par value;
authorized 25,000 shares, issued and outstanding, none 

Common stock, $1.00 par value; 650,000 shares authorized, 505,337% shares
issued, less 108,381% shares in treasury, outstanding 396,956 shares (Note 3 ) .......  396,956.00

Paid-in surplus, premium received on sale of 12,700 shares of
common capital stock to officers and employees.......................................................... 114,300.00

Earned surplus, as annexed (Notes 1, 2, 3 and 4 ) .................................................................... 9,152,258.33
Total ......................................................................................................................  $ 9,663,514.33

The accompanying notes are an integral part of this consolidated statement of financial position.
page 10



AND SUBSIDIARY COMPANIES

Consolidated Statement of
Income and Earned Surplus
For Fiscal Year Ended March 31, 1951

Gross profit from sales......................................................................................................  $ 6,074,518.47

Selling, administrative, and general expenses.................................................................... 3,946,896.83

Profit before other income and expenses and income taxes.............................  2,127,621.64
Other Income ....................................................................................................................  150,013.08

2,277,634.72

Cash discount allowed, interest and other deductions........................................................ 368,802.17

1,908,832.55

Provision for domestic and foreign taxes on income (no provision made or
believed required for Federal excess profits tax).....................................................  822,086.88

Net income ................................................................................................  1,086,745.67

Earned surplus, April 1, 1950.......................................................................................... 8,442,656.00

9,529,401.67

Unrealized gain arising from conversion of foreign net assets to dollars.......................  16,638.26

9,546,039.93

Dividends, common stock, $1.00 per share...................................................................... 393,781.60

Earned surplus, March 31, 1951........................................................................................  $ 9,152,258.33

The accompanying notes are an integral part of this consolidated statement of income and earned surplus.

page 11
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NOTES TO FINANCIAL STATEM ENTS

of Financial Position
and Income and Earned Surplus

Note 1. The consolidated statement of financial position 
includes foreign net assets aggregating $622,540 stated 
in United States currency, of which net current assets 
were $213,864.
Current assets and liabilities of the Swiss and Canadian 
subsidiaries included in the consolidated statement of 
financial position were converted into U. S. dollars at 
the March 31, 1951 current quoted buying rates of 
exchange for the Swiss franc, and the Canadian dollar. 
Noncurrent assets recorded in foreign currencies were 
converted substantially at rates of exchange prevailing 
when acquired.
Income accounts of the Swiss and Canadian subsidiaries 
were converted, substantially, at the March 31, 1951 
current quoted buying rates of exchange for the Swiss 
franc, and the Canadian dollar.
Note 2. The estimated amounts of intercompany profits 
in inventory items purchased from companies whose 
accounts are consolidated were eliminated in the prepara­
tion of these consolidated financial statements.
Note 3- In accordance with the employment agreement 
between the company and Benjamin S. Katz, President, 
the company is obligated, in the event of his death dur­
ing the term of the agreement, to purchase for cash, 
if requested within 120 days from the date of his death, 
common stock of the company held by the personal 
representative of his estate, widow, children, grand­

children or trustee, for an amount not in excess of 
$1,000,000. The price per share to be paid shall be the 
consolidated book value per share as of the day follow­
ing his death.
The company carries insurance aggregating $1,800,000 
on the life of Benjamin S. Katz. The company has 
agreed to continue $1,000,000 of this insurance for the 
period that the employment agreement is in effect and 
it is expected that the proceeds of such insurance will be 
held by the company to be used in the purchase of said 
stock, if offered.
Note 4. It is estimated (based on present laws) that 
additional foreign taxes on transfers to the parent com­
pany of the accumulated surplus of foreign subsidiaries 
would approximate $692,000.
Note 5. Consolidated net income includes net income 
of foreign subsidiaries aggregating $213,826. No divi­
dends were received from foreign subsidiaries during 
the year.
Note 6. The provisions for depreciation and amortiza­
tion included in the consolidated statement of income 
amount to $239,350.
Note 7. The provisions for contributions to the profit 
sharing fund, for the benefit of the employees of The 
Gruen Watch Company and The Gruen National Watch 
Case Company, included in the consolidated statement 
of income, amount to $102,458.

To the Board of Directors,
The Gruen Watch Company, Cincinnati, Ohio

Lybrand, Ross Bros. & Montgomery 
Certified Public Accountants 

Cincinnati

We have examined the consolidated statement of financial position of The Gruen Witch Company and its 
subsidiaries as of March 31, 1951 and the related consolidated statement of income and earned surplus for the year 
then ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records of the companies (except the Gruen Watch Mfg. Co., S. A .) and such 
other auditing procedures as we considered necessary in the circumstances. Financial statements of the Gruen 
Watch Mfg. Co., S. A., a consolidated subsidiary, for the year ended March 31, 1951, together with a report thereon 
of other public accountants, were submitted to us.

In our opinion, based upon our examination and upon the above-mentioned report of other public account­
ants, the accompanying consolidated statement of financial position and consolidated statement of income and earned 
surplus present fairly the consolidated financial position of The Gruen Watch Company and its subsidiaries at March 
31, 1951, and the consolidated results of their operations for the year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year.

LYBRAN D, ROSS BROS. & MONTGOMERY. 
Cincinnati, Ohio June 4,1951

page 12
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fiscal years ended March 31

A C C O U N T S  F R O M S T A T E M E N T  O F F I N A N C I A L  P O S I T I O N

1951 1950 1949 1948 1947 1946 1945 1944 1943 1942

T*>ial Current Assets............. $12,520,835 $9,732,904 $9,921,897 $9 ,716,040 $9,043,040 $8,471,856 $7,118,495 $7,801,835 $6,262,310 $6,008,279

Total Current L iab ilities.. . 3,430,249 2,602,915 2,350,886 1,891,191 2,091,503 1,998,370 1,706,792 1,907,806 1,846,635 1,528,002

Net Current Assets............. 9,090,586 7,129,989 7,571,011 7,824,849 6,951,537 6,473,486 5,411,703 5,894,029 4,415,675 4,480,277

Plant and Equipment—Net. . 2,094,959 2,091,745 1,585,302 975,884 564.199 455,511 431,000 451,982 444,738 432,030

Term Loan From Bank. . . 2,300,000 1,200,000 1,400,000 1,600,000 1,600,000 2,000,000 1,750,000 2,000,000 1,000,000 1,250,000

Earned Surp lus...................... 9 ,152,258 8,442,656 8,225,836 7,372,648 6,085,994 5,000,100 4,212,551 3,889,226 3,222,925 2,910,766

Net W o rth ................................. 9 ,663,514 8,826,912 8,610,092 7,756,904 6,470,250 5,384,356 4,596,807 4,724,332 4,058,031 3,792.383

(1 )  Book Value —
Common Stock ................... 24.34 22.97 22.41 20.19 16.84 14.01 11.96 11.12 9.39 7.76

A C C O U N T S  F R O M

Gross Profit..............................

S T A T E M E N T  O F

$6,074,518 $4,685,604

I N C O M E

$5,750,681 $6 ,113 ,041 $5,843,133 $5,599,129 $3,826,871 $4,653,880 $3,779,292 $3,701,268

Profit Before Income Taxes 1,908,833 1,299,104 2,273,605 2,812,458 2,640,375 2,531,552 1,426,985 2,530,244 2,076,367 1,775,306

Provision For Income Taxes. 822,087 533,356 882,387 1,048,131 1,088,147 1,459,715 762,102 1,589,538 1,168,288 875,891

Net P rofit................................... 1,086,746 765,748 1,391,218 1,764,327 1,552,228 1,071,837 664,883 940,706 908,079 899,415

( I) tam ings Per Share— 
Common Stock................. 2.74 1.99 3.62 4.59 4.04 2.79 1.69 2.39 2.30 2.04

Dividends—
Common Stock............... 393,782 499,532 537,959 499,532 461,104 345,831 307,401 249,771 372,885 270,656

( 1) Dividends Per Share. 1.00 1.30 1.40 1.30 1.20 .90 .80 .65 •921/2 .621/2

(1 )—Based on shares outstanding on dates shown.

page 13
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THE NAME "GRUEN” IS SEEN
OVER 2 1 /2  BILLION TIMES A YEAR

The fam e o f  G ru en , h era lded  by m ore than 40  years o f  consistent 

ad vertisin g , is achieving g reater consum er acceptance than  ever. 

M uch o f th is can be cred ited  to  te levisio n  w h ere  the  

G ruen  s to ry  is to ld  to  m ore than 16  m illio n  

A m erican s every  w eek. A d d itio n a l sales 

im pact is received  th rou gh  fu l l  pages  

. y y f :  *n w e ll-k n o w n  m agazines, thousands
'V o f d ea ler new spaper ads, w in d o w  d is­

p lays, e lectric-signs, p u b lic ity , etc.

Charming Arlene Francis, First Lady of Television, stars on 
''Blind Dale” sponsored hy Gruen on the ABC network

Ur mta wli« seek j£$g 
tk# finait . i V

Say “Happy Birthday” with a Gruen Watch

BUND DATE” TV Show



The Gruen Watch Company • Time Hill, Cincinnati, Ohio

S A L E S  O F F IC E S -

New York International Bldg., 630 Fifth Ave.

Chicago Pittsfield Bldg., 55 E. Washington St.

Los Angeles Pershing Square Bldg., 448 S. H ill St.

D IR E C T O R S

John R. Bullock Attorney

Sterling B. Cramer First Vice President, The Fifth Third Union Trust Company

Geo. J. Gruen Chairman o f the Board
George T. Gruen Secretary

Benjamin S. Katz President and Treasurer

Ira R. Katz V ice President

C lifford  R. W righ t President, Cincinnati Equitable Fire Insurance Company

O F F IC E R S

Geo. J. Gruen Chairman of the Board

Benjamin S. Katz President and Treasurer

Henri Thiebaud Vice President

Ira R. Katz Vice President

M aurice Merz V ice President

George T. Gruen Secretary

A lfred  T. Reis Comptroller

Thomas F. Jeary Auditor

Counsel Taft, Stettinius & H ollister, Cincinnati, Ohio

Transfer Agent The Fifth Third Union Trust Company, Cincinnati, Ohio

Registrar The Central Trust Company, Cincinnati, Ohio
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F in an c ia l S u m m a ry  o f  th e  Y ear  

P re s id e n t’s R e p o r t  to  S h a re h o ld e rs  

C o n so lid a te d  S ta te m e n t o f  F in a n c ia l P o s itio n  

C o n so lid a te d  S ta tem en t o f  In co m e an d  E arn ed  S u rp lu s  

N o te s  to  F in an c ia l S ta tem en ts

F i n a n c i a l  S u m m a r y  Y e a r  E n d e d  M a r c h  3 1 ,  1 9 5 2

In c o m e  B e f o r e  F e d e r a l  T a x e s 2 ,0 2 2 ,3 1 8

F e d e ra l  T a x e s  O n  In c o m e 1 ,0 6 9 , 1 8 4

N e t  In c o m e 9 5 3 , 1 3 4

N e t  In c o m e  P e r  S h a re 2 .4 0

D iv id e n d s  P e r  S h a re 1 .0 0

----------------------- --

E a rn in g s  R e ta in e d  In  T h e  B u s in e ss 1 .4 0

—

R a t io :  C u r r e n t  A s s e ts  T o  C u r r e n t  L ia b il i t ie s 2 .1

N u m b e r  o f  S h a r e h o ld e rs 2 ,9 2 5

B o o k  V a lu e  P e r  S h a re  o f  C o m m o n  S to c k 2 6 .0 3

A v e r a g e  N u m b e r  o f  D o m e s t ic  C u s to m e rs 8 8 7 8

T a b le  of 
C o n t e n t s



p r e s i d e n t ’ s r e p o r t

To the
Shareholders
of

O n b e h a lf o f  yo u r B oard  o f  D irecto rs, I 

am  p leased  to p resen t th is rep o rt o f  yo u r C om ­

pany fo r  the fiscal year ended M arch  3 1 , 19 5 2 . 

Included is a consolidated  statem ent o f  financial 

position  as o f  M arch 3 1 , 1 9 5 2 , and a consolidated  

statem ent o f  incom e and earned surp lus fo r  the  

fiscal yea r ended M arch  3 1 , 1 9 5 2 , as rep orted  by 

o ur auditors, M essrs. Lybrand, Ross Bros. & M o n t­

gom ery.

C onso lidated  net p ro fit, b e fo re  taxes, fo r  

the year am ounted to $ 2 ,0 2 2 ,3 1 8 .3 6 ,  as com pared  

to $ 1 ,9 0 8 ,8 3 2 .5 5  fo r  the fiscal year ended M arch  3 1 ,  

1 9 5 1 .  H ow ever, because o f  h ig h er ta x  rates, n et p ro f­

its, a fte r  taxes, fo r  the year just ended am ounted  

to $ 9 5 3 ,1 3 4 .3 1 ,  as com pared to $ 1 ,0 8 6 ,7 4 5 .6 7  net 

earn ings, a fte r  taxes, fo r  the year ended M arch  3 1 , 

1 9 5 1 .  A s  you  w ill  see by the ch art show n on Page  

4  in this rep o rt ind icating  the am ount o f  p a yro ll, 

taxes and p ro fit re la ted  to each com m on share fo r  

th e  year ended M arch 3 1 , 1 9 5 2 , taxes fo r  the year 

ju st ended consum ed m ore d o lla rs  than w ere  

earn ed  fo r  the shareholders.

B ased on 3 9 6 ,9 5 6  shares o f  com m on stock  

outstand in g  on M arch 3 1 , 1 9 5 2 , exc lusive  o f  treas­

ury shares, earn ings fo r  the year just ended w ere  

equal to $ 2 .4 0  per share as com pared w ith  net 

earn ings o f  $ 2 .7 4  per share fo r  the fiscal year 

ended M arch 3 1 , 1 9 5 1 .  Q u arte rly  d ividends o f  25c  

per share, or a to ta l o f  $ 1  per share, w ere  paid  

d u rin g  the past year.

D u rin g  the year just ended, as show n on  

the consolidated  statem ent o f  incom e and earned  

surp lus, the C om pany also  received  as p a rtia l re ­

covery o f  fed e ra l excess p ro fits taxes o f  the w ar  

years, a re fu n d  o f  $ 1 6 6 ,8 4 1 .9 3 .

T otal w atch  sales fo r  the year just ended  

w ere  th e g reatest in G ru e n ’s h istory, and in m any  

respects, the year just ended w as one o f  th e m ost 

in teresting  in the C o m pan y’s history. A m o n g  the  

m ore outstand in g  events are  the fo llo w in g :

1. Increase in d o lla r  vo lu m e o f  w atch  sales 

despite a num ber o f  handicaps, such as the con­

tinuance, d u rin g  a good  p a rt o f  the year, o f  an

3
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P E R  C O M M O N  S H A R E

over-stocked condition in jew e lry  stores caused by 

la rg e  scale buying a fte r  the outbreak  o f  the K o rea n  

W ar; innu m erab le  clearance and o th er cut-price  

sales, p a rticu la rly  o f  lesser k no w n brand nam e  

w atch es; and the decision o f  the Suprem e C ourt, 

w hich fo r  p ractical purposes n u llified  th e m in i­

m um  resale  p rice m aintenance acts o f  the in d i­

v id ual states as ap p lied  to in terstate  com m erce.

2. P roduction , d e livery , and acceptance by 

the G o vern m en t o f  th e first sizable p rodu ction  runs 

o f  d efense  item s w hich  the C om pany is producing. 

T hese w ere  com pleted  near the end o f  the fiscal 

year and are just the in itia l de liveries  u n der our 

very  substantial defense contracts.

4

3. Steady im provem ent in m an u factu rin g  

techniques and lo w e rin g  o f  costs in our o w n  A m er­

ican M ovem ent D ivision , in w hich  w e produce  

G ru en  2 1 - je w e l m ovem ents.

4. A cquisition  o f  a ll the outstand ing capi­

tal stock o f  W illia m  B. O gush, Inc., o f  N ew  York, 

the fo rem o st m an u factu rer in the U n ited  States o f  

fine w atch  cases. In acquiring th e  com pany w e  

w ere  exceedingly fo rtu n a te  in obta in ing  the serv­

ices o f  W il l ia m  B. O gush, one o f  the best know n  

and best lik ed  m en in the jew e lry  industry w hich  

he has served  fo r  o ve r th irty  years.

5. C ontinuance o f  the extrem ely  p leasan t 

re la tio n sh ip  th at has a lw ays existed betw een the 

C om pany and its executives, and o th er em ployees. 

Since the close o f  the fiscal year, the C om pany has 

elected tw o  ad ditional v ice presidents, nam ely, M r. 

H aro ld  H. Jeske, V ice  P residen t in C h arg e o f  

M an ufactu rin g , w h o  since Septem ber has been in 

charge o f  o ur A m erican  production , and M r. Jam es 

A . M aro h n , V ice  P resident in C harge o f  Finance.

Last year, I rep orted  w e  had  certain  con­

tracts fo r  the m an ufactu re  o f  essential precision  

instrum ents. D u rin g  th e  year just ended, ad d ition al 

contracts w ere  obtained and I am  happy to be ab le  

to rep o rt th at your C om pany is n o w  producing  

these defense item s in sizable quantities, and as o f  

M arch 31 m ore than th irty  m illio n  d o lla rs  o f  such 

defense o rders rem ain un filled .

D u rin g  the yea r ended M arch  31s t, to o l­

ing  up w as p ractica lly  com pleted  and, as ea rlie r  

stated, at the year-end w e  had just begun to d e live r

3  ruenWristwatches.com
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p r e s i d e n t ’ s r e p o r t

these d efense  item s in quantities. I h a ve  every  

confidence th at du rin g  the cu rren t yea r the C om ­

pany w ill  continue its c red itab le  p erfo rm an ce record  

and  shou ld  show  a reason ab le p ro fit on these  

contracts.

T he G ru en  organ ization  has expanded  quite  

rap id ly . D u rin g  the year just ended, the num ber 

o f  em ployees in the U nited  States, C anada, and  

Sw itzerlan d  increased by ap p ro x im ate ly  1 0 0 % .  

M ost o f  th e new  em ployees are engaged in de­

fense production. A l l  o f  us at T im e H ill and at 

o ur N o rw o o d  P lan t are exceedingly p ro ud  o f  our 

n ew  em ployees and p a rticu la rly  o f  the fa c t that 

they v e ry  rap id ly  are  absorbed into  and becom e 

in tegra l parts o f  the G ru en  fam ily .

Your C om pany is con tinuing and increas­

ing the benefits to  w hich  o ur em ployees are  en­

titled  as v is ib le  p ro o f th a t m anagem ent appreciates  

th eir sincere cooperation . M ost im portan t is the  

new  p ro fit sharing  and retirem en t p lan  w hich  has 

just com pleted its first year and w hich  I described  

in d eta il in last y e a r’s rep ort. E nthusiastically  re­

ceived  by o u r personnel fo r  its m ore  lib era l featu res, 

the retirem ent fu nd  now  contains $ 1 ,0 1 1 ,9 9 5 .7 0 .

In m y rep ort last year, I advised  you that 

the T ariff Com m ission h e ld  hearings fro m  M ay  

15 th  th rough M ay 24 , 1 9 5 1 ,  on the app lication  o f  

certain  w holly-dom estic  w atch  m an ufactu rers fo r  

an increase in ta riff rates on w atches. To date, the 

T ariff Com m ission has n o t acted on such ap p lica­

tion, and fo r  the reasons set fo rth  in m y rep ort 

le tte r o f  last year, I certa in ly  trust th at the T ariff 

C om m ission w ill no t g ra n t this application , as w e  

sincerely believe an increase in  ta riff rates is not 

justified.

O n M ay 2 1 , 1 9 5 1 ,  the U nited  States Su­

prem e C o u rt handed  dow n its decision in th e case 

o f  Schwegmann Brothers vs. Calvert D istillers 
Corp., w hich held  th at state fa ir  trad e o r m in i­

m um  resa le  p rice m aintenance contracts w o u ld  not 

be en fo rceab le  in in terstate  com m erce against re ­

tailers w h o  did  not ac tually  sign such agreem ents.

s 9i  ■ ■ ■ ■■ sp , Jft.-
,

G R U E N w .
is the acknowledged leader
in the field of Self-Winding 
watches, both in variety ofwatches, both in variety of 
styles and in beauty of de­
sign. And every year since the* • - introduction of Gruen Auto­
wind this leadership has been 
strengthened and incrooeaA

P|g an

icreased.

___________________________________________________________________
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T he decision w as unexpected as it w as g en era lly  

accepted th at under the M ille r-T yd in g s A c t such 

fa ir  trad e agreem ents cou ld  be en forced  un der the  

statutes in fo rty -five  states against a ll retailers  

d ealin g  in the p a rticu la r b rand  nam e com m odity. 

H ow ever, the Suprem e C o u rt he ld  th at un der the 

fed e ra l an ti-trust law s such agreem ents w ere  not 

en fo rceab le  against re ta ile rs in the state w h o  had  

not ac tually  signed the agreem ents, even though  

under th e  state law s such non-signer re ta ile rs  had  

been notified  o f  th e  existence o f  such agreem ents.

T h e  decision o f  the Suprem e C o u rt fo r  

practical purposes ren dered  ineffective the fa ir  

trade leg isla tion  o f  the in d iv id u a l states and has 

led  to innum erab le instances o f  undesirab le  trade  

practices and ind iscrim inate p rice cutting. B ills  

h a ve  been introduced in C ongress to correct this 

situation , but at this m om ent it is im possib le to 

te ll w h e th e r o r n o t such leg isla tio n  w ill  be enacted  

this year. T his C om pany, a lo n g  w ith  m ost o f  the 

com panies m an ufactu ring  brand nam e item s in

active com petition  w ith  sim ilar item s o f  o ther 

brand nam e m anufactu rers, sincerely believes th at 

reason ab le m inim um  price m aintenance at the re ­

tail le ve l is g ood  and desirab le fro m  th e p o in t o f  

v ie w  o f  th e m an ufactu rer, th e  re ta ile r, and the  

consum er. We hop e C ongress and the President 

w ill  see to the p ro m p t enactm ent o f  p ro p e r leg is­

la tion  to this end.

Gruen Watch Manufacturing Company, S.A.
Bienne, Switzerland

U nd er the ab le d irection  o f  M r. H enri 

T hiebaud, the D irecto r G en era l o f  o u r Sw iss p lan t, 

the produ ction  fo r  the last year w as th e  greatest 

in its en tire h istory. T his increased p roduction  w as  

broug ht about by the deve lop m en t u n der M r. T hie- 

baud ’s ab le d irection , o f  a num ber o f  new  m ethods 

and n ew  m achines never b e fo re  used in the w atch  

industry. It is th is continuous research and d eve l­

opm en t w o rk  o f  M r. T hiebaud, a lw ays o f  p rim e  

im portance in  you r C om pan y’s o ve ra ll p rog ram ,

fi



th at has enabled us to stay a t the head o f  th e  indus­

try  design-w ise and production-w ise. W e lo o k  fo r ­

w a rd  to  a continuance o f  the outstand ing  record  

o f  this w atch  facto ry, w hich  w e be lieve  to be the  

finest in the w o rld .

The Gruen National Watch Case Company
Sales and pro fits  o f  this subsid iary w ere  

sub stan tia lly  increased o ver the preced in g  year. 

M r. C arl W .  B ieser continues to  do an outstand­

ing  job  in the m anagem ent o f  this extrem ely  effi­

cien t and fine w atch  case m an u factu rin g  com pany. 

William B. Ogush, Inc.
I h ave  ea rlie r to ld  you o f  the acquisition  

o f  this fo rem o st p rodu cer o f  fine w atch  cases and 

fine jew e lry . W h ile  M r. W illia m  B. O gush as 

P residen t o f  this subsidiary, w il l  continue to  super­

vise  its operation , he w ill also devote a la rg e  p art 

o f  his tim e assisting m e in th e ad m in istrative  end

p r e s i d e n t ’ s r e p o r t

o f the o v e ra ll C o m p an y ’s affa irs .

Gruen Watch Company o f  Canada, Limited
B ecause  o f c red it restr ic tio n s an d  th e  im po­

sitio n  o f h ig h  consum er taxes, sa le s  o f ou r C an a ­

d ian  su b s id ia ry  d ropped  co n sid erab ly  in  th e  y e a r  

ju s t en ded . H o w ever, I b e liev e  th is  C om pany, 

u n d er th e  cap ab le  m an agem en t o f  M r. C . S. B a l­

la rd , g a in e d  po sitio n -w ise  am o n g  th e  w atch  com ­

p an ie s  in  C an ad a . A t th e  b e g in n in g  o f  M a y  o f  th is 

y e a r , c red it restr ic tio n s w e re  re la x e d  an d  our sa les 

show ed  an  im m ed ia te  u p tu rn . W e are  now  lo o k ­

in g  fo rw a rd  to  a  co n sid erab le  in c rease  in  sa les 

th is y e a r  and  in  the yea rs  ah ead  in  th is very  im p o r­

tan t m arket.

Gruen Watch Export Company, S.A.
Geneva, Switzerland

L ast yea r , I ad v ised  you  o f the fo rm atio n  

in  D ecem ber, 1950 o f  th is C om pany, w h ich  re-



Part of the new 
production line 
in the Fuze division, 
at the Norwood Plant.

placed the E xport D iv ision  o f  T h e  G ru en  W&tch 

C om pany. I am happy to  advise you th a t our 

E xport C om pany, u n d er th e ab le direction  o f  M r. 

Jacques Leal, its P resident, has show n a sm all 

p ro fit in  the first fu ll  year o f  its operation .

T his h ig h ly  accredited school fo r  w atch­

m akers, organ ized  som e seven years ago by M r.

G eo rg e  T, G ru en  and d irected  by him  since then, 

continues to  do an outstand in g  job  in  tra in ing  

applicants, p a rticu la rly  disab led veterans, to be­

com e excellen t w atchm akers.

Mr. George J. Gruen
A s this le tte r is w ritten , a ll o f  us are  

g rea tly  saddened by the passing o f  M r. G eo rg e  J.



p r e s i d e n t ’ s r e p o r t

G riien . W h ile  fo r  several years his h ea lth  had not 

been good, this did  no t upset his ch eerfu l disposi­

tion n o r in te rfe re  w ith  his very  g re a t in terest in 

the C om pany, w hich  continued up un til the date  

o f  his sudden death , June 3, 19 5 2 .

D u rin g  his 53 years w ith  the Com pany, 

M r. G eo rg e  J. G ru en  acquired an outstand ing  

rep uta tio n  in the w atchm aking  industry. W h ile  

he w as not active in the da ily  m anagem ent o f  the 

C om pany during the last years o f  his life , his gen­

era l counsel and service as C hairm an o f  th e B oard  

o f  D irecto rs w as o f  inestim able v a lu e  to the C om ­

pany. H is death is a g re a t and irrep laceab le  loss.

C o n c lu sio n

In closing this report, I w o u ld  lik e  to once 

again  re ite ra te  a statem ent th at I h ave  m ade repeat­

ed ly  du rin g  the seventeen years th at I h a ve  been 

P resident o f  this C om pany, and th at is th at our 

greatest asset is our m ore than e ig h t thousand  

jew elers  w h o  h ave  g iven  us th eir continued coop­

eration  and lo ya l support. T o  them  I w o u ld  like  

to  express the sincere appreciation  o f  a ll our share­

ho lders, d irectors and em ployees fo r  th at coopera­

Time Hill, Cincinnati, Ohio 
J u n e  17, 1952

jruenWristwatches.com

tion  and support, w hich  has been responsib le fo r  

this C om pan y’s fine g ro w th  du rin g  th at period . It 

is these jew elers  w h o  in  a g re a t m easure are re ­

sponsib le fo r  the increase in the book v a lu e  o f  the 

G ru en  com m on shares fro m  68 c  on  M arch  3 1 , 1 9 3 7  

to $ 2 6 .0 3  on M arch 3 1 , 1 9 5 2  as show n in the chart 

in this rep o rt on Page 6.

I w o u ld  also lik e  to take this opportun ity  

to express to a ll o u r executives and em ployees, my 

person a l g ra titud e fo r  th e ir continued h e lp  and  

lo ya lty  w hich  I v a lu e  so h igh ly.

To you  o ur shareholders, I w a n t to  express  

the sincere appreciation  o f  yo u r m anagem ent and  

B oard  o f  D irectors fo r  you r confidence and coop­

eration , and p ledge to you o u r un tirin g  efforts  

to w ard  continued progress o f  yo u r Com pany.

S incerely yours,

Benjamin S. Katz, 
President

9



a n d  S u b s i d i a r y  C o m p a n i e s

Consolidated Statement of 
Financial Position March 31,

Current assets:
Cash on hand and demand deposits................ .........................................................................
United States Government securities, at cost............................................................................
Notes and accounts receivable, trade, less allowance

for doubtful notes and accounts...... .................................................................................
Inventories, at the lower of cost or market and in process costs accumulated under U. S.

Government subcontracts, less progress payments (Note 2 ) ..............................................
Emergency facilities purchased, to be acquired by U. S. Government.....................................

Total current assets......................................................................................................
Less:

Current liabilities:
Notes payable, banks.................................................................................... $3,475,000.00
Loans payable, foreign banks........................................................................  1,138,168.33
Accounts payable ..........................................................................................  1,594,667.78
Accrued items ..............................................................................................  901,454.58
Dividends payable ........................................................................................  99,044.84
Provision for domestic and foreign taxes on income (Note 4 ) ...................  1,060,255.99

Total current liabilities ................................................................................................

Net working capital..............................................................................................................................
Cash surrender value of insurance aggregating $2,266,840 on lives of officers (Note 3 ) .............
Notes receivable, trade, with maturity subsequent to March 31, 1953.............................................
Other notes and accounts receivable................................................................................................. .
Sundry investments, at cost..................................................................................................................
Property, plant, improvements to leased property and equipment, at cost,

less allowances for depreciation and amortization of $1,511,842.81.........................................
Prepaid expenses and deferred charges..............................................................................................
Patents, trademarks, copyrights and goodwill....................................................................................
Total assets less current liabilities........................................................................................................
Notes payable, bank, due annually in varying amounts from July 1, 1953 through July 1, 1958.... 
Excess of assets over liabilities..............................................................................................................

Capital:
Capital stock:

Preferred stock, 4% per cent cumulative: $100 par value;
authorized 25,000 shares, issued and outstanding, none 

Common Stock, $1.00 par value; 650,000 shares authorized, 505,337% shares
issued, less 108,381% shares in treasury, outstanding 396,956 shares (Note 3 ) .....

Paid-in surplus, premium received on sale of 12,700 shares of
common capital stock to officers and employees.........................................................

Earned surplus, as annexed (Notes 1, 2, 3 and 4 ) ...................................................................
Total ....................................................................................................................

The accompanying notes are an integral part of this consolidated statement of financial position.
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$ 2 ,289 ,221.10 
350,000.00

5,191,350.02

9,032,434.91
737,159.10

17,600,165.13

8,268,591.52

9.331.573.61 
376,627.41

7,508.83
172,929.12

11,678.10

2.221.780.62 
310 ,282.96

1.00
12,432,381.65

2,100 ,000.00
$10,332,381.65

$396,956.00

114,300.00
9,821,125.65

$10,332,38X65



Consolidated Statement of 
Income and Earned Surplus 
for Fiscal Year Ended March 31,

Gross profit from sales......................................................................................................  $ 6,546,546.06
Selling, administrative, and general expenses..................................................................  4,285,880.49

Profit before other income and expenses and income taxes...............................  2,260,665.57
Other Income..................................................................................................................... 212,659.09

2,473,324.66
Cash discount allowed, interest and other expenses.......................................................... 451,006.30

2,022,318.36
Provision for domestic and foreign taxes on income (Note 8 ) .......................................  1,069,184.05

Net income................................................................................................  953,134.31
Special Item:

Prior years’ Federal income taxes refunded under relief provisions of the
Internal revenue code............................................................................................  166,841.93

Net income and special item......................................................................  1,119,976.24
Earned surplus, April 1, 1951..........................................................................................  9,152,258.33

10,272,234.57
Excess of cost over equity in net book assets of subsidiary

acquired during the year ended March 31, 1952...................................................... 79,005.01
10,193,229.56

Unrealized gain arising from conversion of foreign net assets to dollars.......................  24,852.58
10,218,082.14

Dividends, common stock, $1.00 per share....................................................................  396,956.49
Earned surplus, March 31, 1952........................................................................................  $ 9,821,125.65

The accompanying notes are an integral part of this consolidated statement of income and earned surplus.



Notes to 
Financial 
Statements

OF FINANCIAL POSITION AND INCOME AND EARNED SURPLUS

Note 1. The consolidated statement of financial position includes 
foreign net assets aggregating $60(5,428 stated in United States 
currency, of which net current assets were $ 2 14 ,16 2 .

Current assets and liabilities o f the Swiss and Canadian sub­
sidiaries included in the consolidated statement o f financial 
position were converted into U. S. dollars at the March 31, 1952  
current quoted buying rates o f exchange for the Swiss franc, and 
the Canadian dollar. Noncurrent assets recorded in foreign cur­
rencies were converted substantially at rates o f exchange prevail­
ing when acquired.

Income accounts o f the Swiss and Canadian subsidiaries were 
converted, substantially, at the March 31 , 1952 current quoted 
buying rates of exchange for the Swiss franc, and the Canadian 
dollar.

Note 2. The estimated amounts o f intercompany profits in in­
ventory items purchased from companies whose accounts are 
consolidated were eliminated in the preparation of these con­
solidated financial statements.

Note 3. In accordance with the employment agreement between 
the company and Benjamin S. Katz, President, the company is 
obligated, in the event o f his death during the term o f the agree­
ment, to purchase for cash, if requested within 120 days from the 
date of his death, common stock of the company held by the 
personal representative of his estate, widow, children, grand­
children or trustee, for an amount not in excess o f $ 1 ,000 ,000 . 
The price per share to be paid shall be the consolidated book 
value per share as of the day following his death.

The company carries insurance aggregating $ 1 ,800 ,000  on the 
life o f Benjamin S. Katz. The company has agreed to continue 
$1 ,0 0 0 ,0 0 0  o f this insurance for the period that the employment 
agreement is in effect and it is expected that the proceeds o f such 
insurance will be held by the company to be used in the purchase 
o f said stock, if offered.

Note 4. It is estimated (based on present laws) that additional 
foreign taxes on transfers to the parent company of the accumula­
ted surplus of foreign subsidiaries would approximate $139 ,000 . 
No provision has been made for such foreign taxes or United 
States taxes, as may be paid if  and when accumulated earnings 
o f subsidiaries are distributed to the parent company, since such 
taxes may never accrue.

Note 5. Consolidated net income includes net income o f foreign 
subsidiaries aggregating $354 ,079  after elimination of inter­
company profit. A dividend o f $362 ,526  was received from the 
Swiss subsidiary during the year.

Note 6. The provisions for depreciation and amortization included 
in the consolidated statement o f income amount to $296,887.

Note 7. The provisions for contributions to the profit sharing 
fund, for the benefit o f the employees o f The Gruen Watch Com­
pany and The Gruen National Watch Case Company, included 
in the consolidated statement o f income, amount to $ 110 ,0 0 0 .

Note 8. The consolidated statement o f income includes $9 ,646  
provision fo r Federal excess profits tax o f a subsidiary. It appears 
that the parent company has no liability for Federal excess 
profits tax.

Note 9. The company had contracts during the year ended March 
31, 1952 subject to renegotiation. The amount o f net renegoti­
ation refund, if any, which may be required is believed not to 
be material.

Note 10. The parent company was contingently liable as a guar­
antor for loans aggregating $43 ,780  at March 31 , 1952  in con­
nection with U. S. Government contract.

Lybrand, Ross Bros. & Montgomery 
Certified Public Accountants 

Cincinnati

To the Board of Directors,
The Gruen Watch Company, Cincinnati, Ohio.

We have examined the consolidated statement of 
financial position of The Gruen Watch Company 
and its subsidiaries as of March 31, 1952 and the 
related consolidated statement of income and earned 
surplus for the year then ended. Our examination 
was made in accordance with generally accepted 
auditing standards, and accordingly included such 
tests of the accounting records of the companies 
(except the Gruen Watch Mfg. Co., S. A .)  and 
such other auditing procedures as we considered 
necessary in the circumstances. It was not practi­
cable for us to confirm certain accounts receivable 
from United States Government departments and 
agencies as to which we have satisfied ourselves by 
other auditing procedures. Financial statements of 
the Gruen Watch Mfg. Co., S. A., a consolidated 
subsidiary, for the year ended March 31, 1952, to­
gether with a report thereon of other public ac­
countants, were submitted to us.

In our opinion, based upon our examination and 
upon the above-mentioned report of other public 
accountants, the accompanying consolidated state­
ment of financial position and consolidated state­
ment of income and earned surplus present fairly 
the consolidated financial position of The Gruen 
Watch Company and its subsidiaries at March 31, 
1952, and the consolidated results of their opera­
tions for the year then ended, in conformity with 
generally accepted accounting principles applied on 
a basis consistent with that of the preceding year.

LYBRAND, ROSS BROS. & MONTGOMERY  

Cincinnati, Ohio June 12, 1952

GruenWristwatches.com
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Financial
Summary for the 
Past Ten Years

FISCAL YEARS ENDED MARCH 31

1952 1951 1950 1949 1948 1947 1946 1945 1944 1943

Total Current A ssets.............  $17,600,165 $12,520,835 $9,732,904 $9 ,921,897 $9 ,716,040 $9,043,040 $8,471,856 $7 ,118 ,495 $7,801,835 $6,262,310

Total Current Liabilities. . . . 8,268,591 3,430,249 2,602,915 2,350,886 1,891,191 2,091,503 1,998,370 1,706,792 1,907,806 1,846,635

Net Current Assets............... 9,331,574 9,090,586 7,129,989 7,571,011 7,824,849 6,951,537 6,473,486 5,411,703 5,894,029 4,415,675

Plant and Equipment—Net. . 2,221,781 2,094,959 2,091,745 1,585,302 975,884 564,199 455,511 431,000 451,982 444,738

Term Loan From B ank........ 2,100,000 2,300,000 1,200,000 1,400,000 1,600,000 1 ,600,000 2,000,000 1,750,000 2,000,000 1,000,000

Earned S u r p lu s ...................... 9 ,821,126 9,152,258 8,442,656 8,225,836 7,372,648 6,085,994 5,000,100 4,212,551 3,889,226 3,222,925

Net Worth .............................. 10,332,382 9,663,514 8,826,912 8,610,092 7,756,904 6,470,250 5,384,356 4,596,807 4,724,332 4,058,031

( 1 )  Book V a lu e -  
Common Stock ................. 26.03 24.34 22.97 22.41 20.19 16.84 14.01 11.96 11.12 9.39

Gross P r o f i t ............................ $6,546,546 $6,074,518 $4,685,604 $5,750,681 $6 ,113 ,041 $5,843,133 $5,599,129 $3,826,871 $4,653,880 $3,779,292

Profit Before Income Taxes. 2,022,318 1,908,833 1,299,104 2,273,605 2,812,458 2,640,375 2,531,552 1,426,985 2,530,244 2,076,367

(2) Provision For
Income Taxes .................... 1,069,184 822,087 533,356 882,387 1,048,131 1,088,147 1,432,299 721,988 1,555,945 1,135,588

(2) Net Profit ...................... 953,134 1,086,746 765,748 1,391,218 1,764,327 1,552,228 1,099,253 704,997 974,299 940,779

( 1 )  (2 )  Earnings Per 
Share—Common Stock . . 2.40 2.74 1.99 3.62 4.59 4.04 2.86 1.79 2.48 • 2.39

Dividends—
Common Stock .................. 396,956 393,782 499,532 537,959 499,532 461,104 345,831 307,401 249,771 372,885

( 1 )  Dividends Per S h a re ... 1.00 1.00 1.30 1.40 1.30 1.20 .90 .80 .65 •921/2

O ) —Based on shares outstanding on dates shown.

( 2 ) —Adjusted for Federal income taxes refunded under relief provisions of the Internal revenue code.

jen' istwa tcLies.com
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B U I L D I N G
T H E  G R U E N  F R A N C H I S E

A d v e r t i s i n g

C lose to 2 0  m illio n  in terested  A m ericans receive  

the im pact o f  p o w e rfu l and continuous te le ­

vision  advertising . G ru en  T elev isio n  P layhouse  

has becom e one o f  th e standards o f  T elev ision  

en tertainm ent and serves as an ap p ro p ria te  

background fo r  the H o llyw o o d  stars w h o  de­

liv e r  the specific se llin g  m essages fo r  th e  fea tu re  

G ru en  w atches being advertised . M an y m illions  

m ore see the freq u en t dom inant p rin ted  ad ver­

tisem ents fea tu rin g  G ru en  w atches at th e ye a r’s 

im portan t se llin g  seasons, in  A m erica ’s m ost 

p o w e rfu l and best lik ed  m agazines.

T o create a w ell-ba lan ced  se llin g  p lan , c a re fu lly  

in tegrated  p ro m o tion a l m ate ria l is deve lop ed  in  

com plete p rogram s that g iv e  the re ta il jew e le r  

action -provok in g  displays, re ta il ad vertising  

m ateria l, and prin ted  lite ra tu re  w hich  he lps him  

use the p o w er o f  G ru en  n ation al ad vertis in g  to  

b ring  business to  his ow n counters. O n ly  care­

fu lly  p lanned , w e ll-ro u n d ed  program s o f  this 

type can h e lp  the jew e le r capita lize fu lly  and  

d irectly  on the ad vertis in g  investm ent G ru en  

m akes on his b eh alf.
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to the

Shareholders 

of

THE GRUEN WATCH COMPANY

president’s report

Once again on behalf of the Board of Directors of 
your Company, it is my pleasure to report to you that 
sales and profits before income raxes in the fiscal year 
ended March 31, 1953 were the greatest in the 79-year 
history of your Company. Consolidated profits, before 
United States and foreign income taxes, amounted to 
$3,273,988, as compared to $2,022,318 for the previous 
year. Net profits after taxes this year amounted to 
$1,688,988 or $4.25 per share, as compared to $953,134 
or $2.40 per share for the fiscal year ended March 31, 
1952 on 396,956 shares outstanding at the end of each 
period.

There is included w ith this report a consolidated 
balance sheet of your Company as of March 31, 1953, 
and a consolidated statement of income and earned sur­
plus for the fiscal year ended March 31, 1953, together 
in both instances, with comparable figures for the fiscal 
year ended March 31, 1952, as reported by our auditors, 
Messrs. Lybrand, Ross Bros. & Montgomery.

In accordance with the practice of past years, the 
following report w ill tell you more about the oper­
ating results and the general financial position of your 
Company, and also something of the general and spe­
cific conditions affecting your Company in the past 
year and for the future.

Results of the Year’s Operation
As stated at the beginning of this letter, sales and 

profits, before income taxes, were the greatest in the 
history of the Company. However, due to the impact 
of higher Federal income taxes, the profits after taxes 
this year did not equal the profits after taxes of one of 
the eighteen years I have had the good fortune to head

your Company. On the other hand, in spite of the larg­
est watch sales in our history, the percentage of profit 
is considerably smaller than we have usually made.

Many factors contributed to this situation. First, 
in regard to the manufacture and sale of watches, which 
after all is our normal and permanent business, the year 
just closed was probably the most competitive of any 
your Company has ever experienced. In our never ceas­
ing effort to improve our volume and profit position in 
comparison with that of the other major watch com­
panies, we incurred certain additional expenses, par­
ticularly in advertising and sales promotion. While this 
had the immediate effect of lessening our normal profits, 
it did accomplish its objective in increased sales as far 
as the year just ended was concerned and w ill, I am 
sure, have beneficial results in the current year and the 
years ahead in both volume and profits. It must be 
pointed out, however, as in the case of so many manu­
facturing companies today, our "break-even” point of 
operations has been materially increased in the years 
immediately past and, secondly, and perhaps more 
importantly, the watch industry, like many other 
manufacturing industries in which there is keen com­
petition, has continually decreased its percentage of 
profit on each item sold.

As to defense items, last year our report indicated 
that we had a very sizable backlog of defense work and 
at the end of that fiscal year we were beginning to make 
sizable deliveries to the Government. I am happy to re­
port that our Defense Products Division iu Norwood 
did an outstanding production job during the year just 
ended under the able direction of Mr. Harold Jeske, 
Vice President in charge of Manufacturing, Despite our

GruenWristwatches.com
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consistently large deliveries during the past year, our 
backlog of unfilled defense orders at the end of the 
fiscal year was very substantial due to the fact that we 
received the award of three sizable additional prime 
contracts. From a financial point of view, our defense 
work is profitable although the profit per item, and as a 
percentage to sales, is considerably smaller than we cus­
tomarily earn in our regular business. In this connection 
it should perhaps be pointed out that all of our defense 
contracts call for price redetermination and renegoti­
ation. In the opinion of your management, however, 
the profits on defense contracts included in the accom­
panying financial statements represent only a very 
reasonable profit and therefore no adjustment thereon 
in final settlement of these matters should be necessary.

Financial Position and D ividend Policy

Our financial position is a healthy one and as 
shown on the comparative consolidated balance sheet 
has improved over last year. Working capital at March 
31, 1953 amounted to $10,556,365, an increase of 
$1,224,791 over the previous year end, which increase 
was derived largely from earnings retained in the busi­
ness. We have had and probably w ill in the future have 
materially greater investment in our defense work than 
at the vear end. At one time during the year just ended 
in order to carry our very sizable investment in Govern­
ment inventory, receivables and equipment, we owed
S5,250,000 on current loans to our American banking 
connections, all of which were paid at March 31, 1953- 
With our larger volume of watch business, there is also 
an increase in receivables from customers and in in­
ventories during peak periods.
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Our requirements for capital expenditures w ill be 
materially increased in the current year by reason of 
the enlargement of our Time Hill Plant, Cincinnati, 
bv approximately 35%, which is now nearing com­
pletion, and by an addition to our Time Hill Plant, 
Bienne, Switzerland, by approximately 45%, and the 
obtaining of additional machinery for our expanded 
operations there. The enlargement of our Swiss Factory 
is in the early stages and may not be fully completed 
during the year ahead.

In view of the tremendous financial requirements 
of our defense work and expanded watch operations, 
your Board of Directors has felt it unwise at this time 
to increase the regular quarterly dividend rate of 25c. 
We have felt that these expenditures must be made to 
assure the continued growth and successful operation 
of your Company and that the large borrowings that 
have been made in the past and w ill unquestionably 
have to be made in the future require the support of a 
large amount of equity capital represented primarily, 
in the case of your Company, by earned surplus re­
tained to meet the operating needs of the business. In 
the meanwhile, the equity of every shareholder is con­
stantly increasing as shown by the increase in book 
value per share for the past seventeen years on the chart 
made a part of this report. However, because of the 
larger profits earned during the year just ended, your 
Board of Directors did declare on June 1, 1953 an extra 
dividend of 20c per share payable July 1 to stockholders 
of record June 15, 1953-

Legislatioti and Government Action

There were two items of particular interest and

$
29

.3
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help to your Company in the year just ended. These 
were the rejection by the President of the recommenda­
tion of the Tariff Commission for an increase in tariffs 
on watch movements imported from Switzerland, and, 
secondly, the enactment by Congress and approval by 
the President of the McGuire Act reestablishing the 
legality of enforcing minimum resale price contracts 
against all persons selling Gruen watches and other 
trademarked products in violation of the Fair Trade 
Acts of the individual states.

You w ill perhaps recall both of these points were 
discussed in last year's report. As far as tariffs are con­
cerned, as I have repeatedly discussed with you in pre­
vious years, this Company is of the firm belief that the 
present tariffs are fair and in the best interests of 
the country, the watch industry, and particularly 
the American retail jeweler who receives more 
than 25% of his income from watches alone. We are 
naturally pleased that the President reached the same 
decision and denied an increase in tariffs on watch 
movements and parts. As for the McGuire Act, you 
w ill perhaps recall that our report last year advised 
you that the Supreme Court on May 21, 1951, in the 
case of Schwegmann Brothers vs. Calvert Distillers Corp., 
held that state fair trade or minimum resale price main­
tenance contracts would not be enforceable in inter­
state commerce against retailers who did not actually 
sign such agreements and that for practical purposes 
this decision rendered ineffective the fair trade legisla­
tion of the individual states and had led to innumerable 
instances of undesirable trade practices and indiscrimin­

ate price cutting. From the legal point of view, the 
McGuire Act cured this situation and reinstated the 
previously generally accepted interpretation of the 
Miller-Tydings Act. Since enactment of the McGuire 
Act last July, your Company has continued to pursue its 
long standing policy of enforcing Fair Trade for the 
benefit of its thousands of retail jewelers and resulting 
guarantee of quality merchandise to the public.

There still remains, however, a serious handicap 
to the continued successful growth and prosperity of 
your Company in the Federal excise tax of 10% on the 
retail selling price of watches retailing for $65 or less 
and 20% on watches retailing for more than $65- As I 
have repeatedly advised you, we believe the excise tax 
is a discriminatory and improper one. Many economists 
and Governmental legislators and officials agree with 
this opinion, but whether or not Congress w ill remove 
or even reduce this tax in the near future is something 
only time w ill tell.

Other Highlights of the Year
The financial results of a particular year are only 

one aspect in the life and growth of a corporation. I 
view these other aspects of the year just ended with  
considerable pleasure and satisfaction. Many problems 
were encountered and the year was far from an easy one 
but your Company made considerable forward strides 
in styling, research, public acceptance, engineering and 
product techniques, and employee relationships, factors 
each of which has a most important connection with 
the ultimate prosperity of any company, at least in a



field, such as ours.
Styling and design are the very foundation upon 

which the Gruen name has been built. Particularly 
since fashion has been a steadily increasing factor in 
the importance of jewelry, our constant goal has always 
been to maintain the reputation for style leadership in 
the industry that has long been Gruen’s proud achieve­
ment. The increase in consumer desire and purchase of 
Gruen Watches is obvious evidence in your Company’s 
ability to set style standards the public appreciates 
and wants.

In the ever-growing self-winding field, Gruen 
Autowind maintains its acknowledged leadership, be­
cause of superior quality and the vast range of outstand­
ing styles found exclusively in the Gruen Autowind 
line.

The complexities of modern business demand facts 
and assurance which can be secured only through a 
comprehensive program of research. Steadily through­
out the year, continuing programs of surveying both 
the retail and consumer markets are engaged in by 
your Company’s own Research Department as well as 
that of our advertising agency. Such continual refer­
ence to the actual wants and needs expressed by both 
jeweler and consumer helps point the way towards 
more intelligent programs, more desirable styling, more 
effective selling and greater acceptance by both the 
trade and the general public.

National advertising has always been one of the 
primary cornerstones of the Company's progress. This 
year Gruen made tremendous impact in its consumer
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advertising by buying the Walter Winchell radio 'and 
television show, reaching close to 20 million people 
each week. This is a vitally interested audience who, 
whether they agree with all Mr. Winchell says or not, 
know that for as long as they can remember he has been 
America’s No. 1 newspaperman and No. 1 radio com­
mentator, and is important to any American interested 
in what is happening in the world today.

With twenty-five television stations covering 
about 80% of the nation’s television sets, and 353 radio 
stations in every part of the country, Gruen advertising 
coverage is more consistent and more thorough than at 
any time in the Company’s history. Particularly grati­
fying has been the enthusiasm of retail jewelers to the 
excitement and great public appeal of this dynamic 
advertising medium.

Another very important factor is the Gruen Co­
operative Advertising Program. With this aid, realis­
tically based on jewelers’ purchases, Gruen dealers have 
run many millions of lines of local Gruen newspaper 
advertising. Similarly, the Gruen advertising depart­
ment has set up local television programs, featuring 
Gruen Watches, with more jewelers than any other 
company in the industry.

During this past year, Gruen has established itself 
more strongly than ever as a source of selling help to 
the retail jeweler at the consumer level. The power of 
the jewelry industry’s outstanding national advertising 
program has been matched by consistent “year-round” 
promotional selling help which jewelers recognize as 
the most important source of helping them solve their

The exciting Gruen Television 
and Radio Show on the air.



presidents report

local sales problems. A steady, planned calendar of 
vigorous promotional ideas and the material that helps 
jewelers use these ideas has steadily developed a more 
dynamic and closer knit partnership with the retailer. 
This policy of selling FOR the jeweler . . . not just TO 
him . . . has been one of the most vital reasons for the 
steadily increasing stature of the Gruen position in a 
growing number of the country's most important re­
tail jewelers.

Last year my report commented on the increase 
in production of our Swiss Plant and particularly of the 
new methods and new machines never before used in 
the watch industry, which were developed by Mr. 
Henri Thiebaud, our very capable Director General of 
Gruen Watch Manufacturing Co., S. A ., of Bienne, 
Switzerland. With a year's additional experience in the 
use of these developments and machines and with the 
introduction of other new and improved methods, all of 
us are particularly pleased with the results of the year’s 
manufacturing operations in Switzerland. Consistent 
advances and improvements have also been shown in 
our American watch movement manufacturing opera­
tions here at Cincinnati.

Our employee relationship continues good and as 
was the case last year we are particularly pleased and 
proud of our new employees and of the speed with  
which they have become absorbed into and become in­
tegral parts of the Gruen family. The number of em­

ployees at Cincinnati and Norwood is approximately 
four times what it was only two years ago but the same 
fine spirit of cooperation is just as evident in our en­
larged family as it was in the days when we comprised 
a smaller group.

The activities and interest of our employees con­
tinues at a very enthusiastic pace. The Employees’ 
Profit Sharing Retirement Plan, into which during the 
year just past, the Company and its Cincinnati sub­
sidiary, The Gruen National Watch Case Company, 
contributed $177,302.00 and the employees contributed 
$90,532.24, continues in popularity and growth. The 
total now held in the fund after payments made 
during the year is $1,194,181.17.

Since the close of the fiscal year, the Company 
has elected three additional vice presidents. Abraham
S. Braude, Director of Sales, who has been an outstand­
ing force in the increasingly progressive sales policies 
that are being so well received by retail jewelers, has 
been elected Vice President in charge of Sales. Traveling 
widely throughout the country and in constant touch 
with jewelers from Coast to Coast, after eight years 
with the Company Mr. Braude has become one of the 
leading sales figures in the industry.

Henry Dorff, Director of Advertising, who has 
played an important part in the intensified Gruen pro­
gram of national and trade promotions has been elected 
Vice President in charge of Advertising. Mr. Dorff's



broad professional background is matched by a thor­
ough knowledge of jewelry promotion and his frequent 
personal field contacts has helped strengthen the Gruen 
ties with leading jewelers.

Alexander M. Fekula, recently joining the Com­
pany, has been elected Vice President in charge of 
Styling. Well-known throughout the industry for the 
outstanding work he has already achieved in styling, 
Mr. Fekula’s addition to the Company w ill strengthen 
the style leadership Gruen enjoys. With many years of 
wide experience, both in the retail and manufacturing 
sides of the jewelry field, Mr. Fekula’s ability is re­
spected throughout the industry.

Lastly, I am sure we all get a great deal of happi­
ness out of the continued excellent work of The Gruen 
Watchmaking Institute in its training of disabled 
veterans for the profession of watchmaking. Our school, 
which Mr. George T. Gruen has so ably directed since 
its inception, was one of the first in the country to be 
approved by the Federal Government for the training 
of Korean veterans. During the past year, w ith only 
one year's training, students with exceptional ability 
have taken and passed the certified watchmaking ex­
amination of the Horological Institute of America. 
Many graduates of the school have entered our em­

ploy, with a number having advanced to key posi­
tions, while others have opened their own businesses 
or are working for jewelers or in the expanding field of 
instrument repair and manufacture. Letters received 
frequently and particularly at Ghristmas time from 
former students telling us how well they arc getting 
along and expressing appreciation for the training they 
received leave very warm spots in the hearts of all of us.

In Memoriam
On April 22, 1953 Edwin C. Brunst died. Mr. 

Brunst had been credit manager of the Company since 
November 19, 1923, and in point of service was the 
oldest executive of the Company. All of us sadly miss 
his pleasant smile and cheerful disposition, as well as 
his exceptional ability.

Conclusion
Once again in closing this account of a very in­

teresting year’s operations, I want to express my per­
sonal appreciation, as well as the appreciation of your 
other executives and directors, of the loyal support of 
our more than 8,000 jewelers whom we consider our 
greatest asset, of our many reliable suppliers, our faith­
ful employees in the United States, Switzerland and 
Canada, and to each of you shareholders.

Sincerely yours,

Benjamin S. Katz., President

Time H ill, Cincinnati, Ohio 
June 15, 1953
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Year ended March 31

1953 1952

Gross profit from sales............................................................ ..................... $ 9,295,916 $ 6,546,546

Selling, advertising, administrative, and general expenses ......................  5,665,178 4,285,881

Profit before other income and expenses and income taxes.........  3,630,738 2,260,665
Other income............................................................................ .....................  225,124 212,659

3,855,862 2,473,324
Cash discount allowed, interest and other expenses.......... .....................  581,874 451,006

3,273,988 2,022,318

Provision for domestic and foreign taxes on income.......... .....................  1,585,000 1,069,184

Net income.................................................................... .....................  1,688,988 953,134

Special item:
Prior years’ Federal income taxes refunded under relief provisions of

the Internal Revenue Code............................................. .....................  — 166,842

Net income and special item...................................... .....................  1,688,988 1,119,976

Earned surplus, beginning of year....................................... .....................  9,821,126 9,152,258

11,510,114 10,272,234

Excess of cost over equity in net book assets of subsidiary acquired during
the year ended March 31, 1952...................................... 79,005

11,510,114 10,193,229
Unrealized gain arising from conversion of foreign net assets to dollars 35,136 24,853

11,545,250 10,218,082

Dividends, common stock, $1.00 per share.......................... .....................  396,956 396,956

Earned surplus, end of year................................................... ..................... $11,148,294 $ 9,821,126

The accompanying notes are an integral part of these consolidated statements of income and earned surplus.
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The Gruen Watch Company

The accom panying notes ore an in tegra l part of these Consolidated Balance Sheets.

A S S E T S :

Cash on hand and demand deposits

$350,000 Uniced States Government securities, at cost

Notes and accounts receivable, trade, less allowances 
for doubtful notes and accounts............

Inventories, at the lower of cost or marker, and in process costs accumulated under
U. S. Government subcontracts, less progress payments (Note 2 ) .....................  7,413,717

Emergency facilities purchased, to be acquired by U. S. Government.............

Total current assets................................................................................................ 16,324,466

Cash surrender value of insurance aggregating $2,266,840 (Note 3 ) .........................  438,383

Other receivables and sundry investments, at cost..............

Property, plant, improvements to leased property, and equipment, at cost, 
less allowances for depreciation and amortization: 1953—$1,906,572;
1952— $1,511,843...........................

Prepaid expenses and deferred charges

Patents, trade-marks, copyrights, and goodwill................

1 0



and Subsidiary mes

LIABILITIES:

Notes payable, banks...................................................................
Loans payable, foreign banks.......................................................
Accounts payable............................................................................

Accrued items..................................................................................
Dividends payable..........................................................................
Provision for domestic and foreign taxes on income (Note 4).

Total current liabilities.............................................

Notes payable, bank, installments due annually after one year 
in varying amounts through July 1, 1958............................

CAPITAL:

March

1953

. . . $  -----

. . . 1,045,747

. . 1,501,091

. . .  1,533,580

. . .  99,038

. . . 1,588,645

. . .  5,768,101

1,900,000

Capital stock:
Preferred stock, 4 Vi per cent cumulative; $100.00 par value; authorized 25,000 

shares, issued and outstanding, none.
Common stock $1.00 par value; 650,000 shares authorized, 505,337 -M shares 

issued, less 108,381 - 3/4 shares in treasury, outstanding 396,956 shares (Note 3) 396,956
Paid-in surplus, premium received on sale of 12,700 shares of common capital stock

to officers and employees........................................................................................... 114,300
Earned surplus, as annexed (Notes 1, 2, 3 and 4 ) ......................................................... 11,148,294

11,659,550

$19,327,651

The accompanying note, are an integral part of these Consolidated Balance Sheets.

31

1952

$ 3,475,000 

1,138,168 

1,594,668 

901,454 

99,045 
1,060,256

8,268,591

2, 100,000

396,956

114,300
9,821,126

10,332,382

$20,700,973
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statements

1. The consolidated balance sheets include foreign net 
assets, stated in United States currency, aggregating 
$774,245 at March 31, 1953 and $606,428 at March 31, 
1952, of which net current assets were $385,321 and 
$214,162, respectively.

Current assets and liabilities of the Swiss and Ca­
nadian subsidiaries included in the consolidated balance 
sheets were converted into U. S. dollars at the March 
31, 1953 and 1952 current quoted buying rates of ex­
change for the Swiss franc, and the Canadian dollar.

Noncurrent assets recorded in foreign currencies 
were converted substantially at rates of exchange pre­
vailing when acquired.

Income accounts of the Swiss and Canadian sub­
sidiaries were converted, substantially, at the March 31, 
1953 and 1952 current quoted buying rates of exchange 
for the Swiss franc, and the Canadian dollar.
2. The estimated amounts of intercompany profits in 
inventory items purchased from companies whose ac­
counts arc consolidated were eliminated in the prepa­
ration of these consolidated financial statements.
3. In accordance with the employment agreement be­
tween the company and Benjamin S. Katz, President, 
the company is obligated, in event of his death during 
the term of the agreement, to purchase for cash, if 
requested within 120 days from the date of his death, 
common stock of the company held by the personal rep­
resentative of his estate, widow, children, grandchildren 
or trustee, for an amount not in excess of $1,000,000. The 
price per share to be paid shall be the consolidated book 
value per share as of the day following his death.

The company carries insurance aggregating $1,800,­
000 on the life of Benjamin S. Katz. The company has 
agreed to continue $1,000,000 of this insurance for 
the period that the employment agreement is in effect 
and it is expected that the proceeds of such insurance 
w ill be held by the company to be used in the purchase 
of said stock, if offered.
4. It is estimated (based on present laws) that addi­
tional foreign taxes on transfers to the parent company

of the accumulated surplus of foreign subsidiaries 
would approximate $165,000 at March 31, 1953 and 
$139,000 at March 31, 1952. No provision has been 
made for such foreign taxes or United States taxes as 
may be paid if and when accumulated earnings of sub­
sidiaries are distributed to the parent company since 
such taxes may never accrue.
5. Consolidated net income includes net income of 
foreign subsidiaries aggregating $498,797 for 1953 and 
$354,079 for 1952 after elimination of intercompany 
profits. No dividends were received from foreign sub­
sidiaries during 1953- A dividend of $362,526 was re­
received from the Swiss subsidiary during 1952.
6. The provisions for depreciation and amortization 
included in the consolidated statements of income 
amount to $436,886 for 1953 and $296,887 for 1952.
7. The provisions for contributions to the profit shar­
ing fund, for the benefit of the employees of The Gruen 
Watch Company and The Gruen National Watch Case 
Company, included in the consolidated statements of 
income, amount to $177,302 for 1953 and $110,(XX) for 
1952.
8. The company had defense material contracts for the 
years ended March 31, 1953 and 1952 subject to rene­
gotiation under the Renegotiation Act of 1951- The 
company has been informed by the Renegotiation 
Board that no refund will be required for the year 
ended March 31, 1952. Renegotiation data for the year 
ended March 31, 1953 has not yet been submitted.

Final billing prices under these contracts, which con­
tain price redetermination clauses, have not yet been 
determined.

In the opinion of management, adequate effect has 
been given in the financial statements to provide for 
such adjustments as may result from final settlement 
of these matters.
9. The parent company was contingently liable as 
guarantor for loans aggregating $32,971 at March 31, 
1953 and $43,780 at March 31, 1952 in connection with 
U. S. Government contracts.
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ten y e a r f i n a n c i a statistics

F I S C A L  Y E A R S  E N D E D  MA RCH 31

S T A T I S T IC S  FROM C O N S O L I D A T E D  BALANCE SH EETS

1953 1952 1951 1950 1949 1948 1947 1946 1945 1944

T otal C urrent A sse ts................. . .  $16,324,466 $17,600,165 $12,520,835 $9,732,904 $9,921,897 $9,716,040 $9,043,040 $8,471,856 $7,118,495 $7,801,835

T ota l C urrent L iab ilities.......... . .  5,768,101 8,268,591 3,430,249 2,602,915 2,350,886 1,891,191 2,091,503 1,998,370 1,706,792 1,907,806

. .  10,556,365 9,331,574 9,090,586 7,129,989 7,571,011 7,824,849 6,951,537 6,473,486 5.411.703 5,894,029

Plant and Equipment—N e t . . . . .  2,094,246 2,221,781 2,094,959 2,091,745 1,585,302 975,884 564,199 455,511 431,000 451,982

T erm  Loan From  B an k ............ . .  1,900,000 2,100,000 2 ,300,000 1,200,000 1,400,000 1,600,000 1,600,000 2,000,000 1,750,000 2,000,000

Earned S urp lu s............................ . .  11,148,294 9,821,126 9,152,258 8,442,656 8,225,836 7,372,648 6,085,994 5,000,100 4,212,551 3,889,226

1 N J W  firth .................................. 10,332,382 9,663,514 8,826,912 8,610,092 7,756,904 6,470,250 5,384,356 4,596,807 4,724,332

( 1 )  B ook  V alue—
Com m on S to ck ....................... . .  29.37 26.03 24.34 22.97 22.41 20.19 16.84 14.01 11.96 11.12

STATISTICS FROM STATE MEN t s  o r INCOM I

G ross P ro fit.................................... . $9,295,916 $6,546,546 $6,074,518 $4,685,604 $5,750,681 $6,113,041 $5,843,133 $5,599,129 $3,826,871 $4,653,880

Profit B efore Incom e T a x e s . . . . 3,273,988 2,022,318 1,908,833 1,299,104 2,273,605 2,812,458 2,640,375 2,531,552 1,426,985 2,530,244

(2 )  P ro v isio n  For 
Incom e T a x es ............................ . 1,585,000 1,069,184 822,087 533,356 882,387 1,048,131 1,088,147 1,432,299 721,988 1,555,945

(2 )  Net P ro fit ................................ . 1,688,988 953,134 1,086,746 765,748 1,391,218 1,764,327 1,552,228 1,099,253 704,997 974,299

( 1 )  (2 )  Earnings Per  
Share— Com m on S to ck .......... . 42 5 2.40 2.74 1.99 3.62 4.59 4.04 2.86 1.79 2.48

D ividends—
Com m on S to ck ......................... . 396,956 396,956 393,782 499,532 537,959 499,532 461,104 345,831 307,401 249,771

( 1 )  D ividends P er S h a re ........... . 1.00 1.00 1.00 1.30 1.40 1.30 1.20 .90 .80 .65

(2 )— Based on shares outstanding on dates shown.
(2 )—Adjusted fo r  Federal income taxes refunded under relief provisions of the Internal Revenue Code.
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Pres ident ’s Report
to the
s h a r e h o l d e rs  of 

T H E  G R U E N  
WATCH C O MP A N Y

On November 13, 1953, as 
The Gruen Watch Company 
neared the beginning of its 
80th year of continuous and 
successful existence, I was 
elected its President. In this 
first report, I want you to 
know how pleased I am to 
be associated with Gruen. 

At the outset, I desire to 
assure you that all of us who comprise the management 
are doing and will do our utmost to further the interests 
of the Company and your interests as its owners.

There is presented with this report a consolidated 
balance sheet as of March 31, 1954, and a consolidated 
statement of income and earned surplus for the fiscal 
year ended March 31, 1954, together with comparable 
figures for the fiscal year ended March 31, 1953, as re­
ported by the auditors, Messrs. Lybrand, Ross Bros. & 
Montgomery.

For the 1954 year, consolidated profits before 
United States and foreign income taxes, amounted to 
SI,709,537. Such consolidated profits, after such taxes, 
amounted to $889,537, or an earning per share of $2.88 
on each of the 308,726 shares, exclusive of treasury 
shares, which were outstanding on March 31, 1954. As 
of that date, the book value per share was $32.24, or an 
increase of $2,87 per share during the year. The increase 
in book value per share was due partly to earnings re­
tained in the business and partly to the purchase by the 
Company of stock owned by Mr. Benjamin S. Katz and 
his family.

Results of the year just ended were somewhat dis­
appointing. As this report is written the outlook for 
satisfactory operations for the current year is not good, 
primarily because of decisions and commitments by prior 
management, which have proved to be unrealistic in 
relation to present conditions. The watch industry gen­
erally faces a number of problems of substantial im­
portance. Nevertheless, we in the management believe 
that the watch industry is basically a sound one and we

are convinced that the real values and potentialities of 
Gruen are great. Consequently, provided we tan solve 
our immediate problems, as I am hopeful we can, and 
provided we are reconciled to a period, which I hope will 
be limited in time, of little earnings or possibly of some 
losse;, the longer-range outlook is one of considerable 
promise.

The Watch Industry Situation
At best, the situation in the industry is confused 

and uncertain. Unit sales of watches have been at a 
seriously declining rate since the early fall months of 
1953. There had been hope that this situation would 
be eased, if not brought back to normal, when the ques­
tion of federal excise taxes was settled but, although 
the rate of federal tax was reduced on more expensive 
watches effective April 1, 1954, watch sales did not 
show the expected upturn.

This depression in sales, temporary as we hope it 
may be, has had very serious effects. One large competitor 
announced a flat 20% reduction in the price of all its 
watches. Other manufacturers have reduced prices. Cer­
tain dealers have slashed their prices to a level at which 
little profit, if any, can be shown by either manufacturer 
or retailer, and with considerable likelihood of actual 
losses being suffered by both. There is some hope that 
the situation may be stabilized this fall as fears of a 
more serious softening of general business are lessened.

The major portion of the American watch industry 
which imports movements from Switzerland has had sev­
eral special problems raised during the past year in con­
nection with customs duties. For the second time in the 
past two years, the Tariff Commission has presented to 
the President the question of the raising of duties on 
movements imported from Switzerland; as this is written, 
the President has not acted on this matter. We are hope­
ful that it will be decided again that the present duties are 
entirely adequate and should not be increased. An in­
vestigation by the Antitrust Division of the Department 
of Justice as to whether there are monopolistic practices 
in the Swiss watch industry which interfere with free



we are taking to meet these problems. For the past few 
years, profits from the watch portion of the Company's 
business have shown a considerable decrease; this was 
true in the year ended March 31, 1953, even though 
the Company's total sales that year were the largest 
in its history. The increase in profits for that fiscal 
year was due entirely to the successful performance of 
defense work, which will be commented on later.

When the new management took over last Fall, 
it was confronted with the consequences of prior plan­
ning which had been far too optimistic. Even while watch 
sales were declining in the Fall months, plans had been 
laid and commitments made on the assumption of a 
large increase in watch sales in 1954. Throughout the 
preceding portion of 1953, firm orders had been placed 
by our wholly-owned Swiss subsidiary lor materials and 
parts for a large increase in production of movements 
and with our domestic suppliers for quantities of cases 
and accessories running even beyond requirements for a 
volume of sales larger than had ever been achieved in 
any prior year.

competition in the United States is in its preliminary 
stages and, I believe, it would be improper for us to 
comment at length on this subject at this time.

The Watch Situation at Gruen
Just as it has affected other companies in the in­

dustry, the unexpectedly sharp drop in watch sales has 
presented for Gruen problems of considerable serious­
ness. Our inventories are too large. We have had to re­
duce the prices of some of our watches. While we are 
directing ever)' effort toward producing a considerable 
upturn in volume of unit sales this fall, none of us ex­
pects that dollar sales will return immediately to former 
levels, thus causing a decline in anticipated profits for 
Gruen along with other watch manufacturers. This re­
pricing of watches in the Gruen line has caused a cor­
responding reduction in the value of inventory and this, 
in part, accounts for the reduced earnings for the year 
ended March 31, 1954.

I want to tell you in somewhat more detail of the 
immediate problems of the Company and of the actions

March 31

$
34.00
32.00
30.00
28.00 
26,00
24.00
22.00 
20.00 
18.00 
16.00
14.00
12.00 
10.00

8.00
6.00
4.00
2.00

‘ Based on shares outstanding on dates shown.



President's Report

Al ter the resignation of Mr. Katz and even before 
I assumed the Presidency, these production orders were 
reduced. I have ordered substantial further reductions.

The production of a watch requires a long time 
from the issuance of the first orders for materials until 
completion of the finished watch; even with the sizable 
reductions in production which have been effected, the 
inventory problem of the Company will remain difficult 
and burdensome for some months ahead. Our able officers 
and the members of their staffs are working conscien­
tiously, diligently and as an effective team to meet this 
problem.

It is our sincere conviction that the Gruen line to 
be presented this Fall will be, by a considerable margin, 
the best line w*e ever have produced. I am certain that 
it will be competitive in all respects. We all are looking 
forward to a gradual but certain improvement in the 
position of Gruen in the industry.

Changes in Management
As I think all of you know, during the past year 

Mr. Benjamin S. Katz, his son, Mr. Ira R. Katz, and his 
son-in-law, Mr. A. S. Braude, resigned their positions 
with the Company. In settlement of an employment 
contract with Mr. Katz and of all claims of himself and 
members of his family, and the acquisition of all stock 
owned by Mr. Katz and his family, the Company paid 
to him and his family a total of $2,197,520. The stock

purchased amounted to 88,230 shares, w'hich have been 
placed in the treasury of the Company, leaving outstand­
ing in the hands of shareholders of the Company 308,726 
shares as compared to 396,956 shares, which were out­
standing on March 31, 1953.

With the completion of the settlement above 
outlined, the management and Board of Directors of 
your Company acted promptly to strengthen the organi­
zation. We were fortunate in obtaining the acceptances 
of Mr. Reuben B. Hays, President of The First National 
Bank of Cincinnati, and Mr. Willis D. Gradison, senior 
partner of W. D. Gradison & Company, as members of 
the Board of Directors.

Mr. Fred Smith, who had been Vice President in 
Charge of Industrial Relations of the Company, was 
placed in charge of American manufacturing operations.

Mr. Maury Ash, who came to the Company in 
September as Assistant Director of Sales has recently 
been elected Vice President and Director of Sales.

Earlier in the year, Mr, A. M. Fekula was elected 
Vice President of Styling,

In addition to being Vice President of Finance, 
Mr. James A. Marohn was also elected Treasurer,

Speaking individually, I am tremendously im­
pressed with the ability, energy and determination ot 
all executives and employees of the Company to sur­
mount the obstacles which have come into view' during
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o f  autom atic screw  m achines ope ra ted  b y  tra in ed  perso nn el 
ca pab le  o f  p erfo rm in g  the most in tricate ond accurate work.



this transitional period. The immediate problems have 
been attacked with vigor and imagination. We all are op­
timistic as to the long-range possibilities of the Company.

Defense Manufacturing
As this report is written, we have just received, on 

June 7, 1954, word of the cancellation by the Govern­
ment of our major production contract.

We are informed that simultaneously the Government 
has cancelled similar production contracts with all other 
manufacturers making similar defense products.

As you know, for the past two years the defense 
business of the Company has been large and profitable. 
During that period of time, the Company has performed 
defense contracts aggregating many millions of dollars 
entrusted to it by the Government. Its products have 
met the most exacting tests, and we have been informed 
that the Company's performance has been highly satis­
factory to the Government, as well as a source of justi­
fiable pride to the Company itself.

As war pressures eased, the Government cut back the 
rate of production of our defense contracts by approxi­
mately 4OG in January of this year. Our present pro­
duction contract was scheduled to run through the early 
spring of 1951 on this reduced basis and we were hope­
ful that there would not be a further cut back or can­
cellation. The Government's decision to cancel our major

production contract along with similar contracts of other 
manufacturers came unexpectedly, with production to 
cease on June 30, 1954, Obviously, the cancellation of 
this contract presents serious operating problems but 
since receipt of the notice of cancellation, all of our 
executives have been devoting their energies to immediate 
solution of the problem.

The Company is continuing to work on several 
research and development contracts and one or two small 
production contracts. We shall, of course, endeavor to 
obtain further defense work and to study other items 
which wre might manufacture.

Dividend Policy
During the fiscal year ended March 31, 1954, divi­

dends of $1.20 were paid and a quarterly dividend of 
25c was paid on April 1st of the current fiscal year.

With the cancellation of our major defense con­
tract, the poor spring season in watch sales, and our 
heavy bank loans, your management reluctantly recom­
mended and the Board of Directors agreed that no quar­
terly dividend should be paid on July 1, 1954. If, as we 
confidently believe will prove to be the case, there is an 
improvement in the watch industry' generally and if we 
are successful in meeting the problems facing the Com­
pany, as above outlined, we are hopeful that payment of 
dividends may be resumed in the relatively near future.

Again fhis past yea r C ru en strengthened its lea d ersh ip  in s e lf­
w in d ing  w atches with new sty lin g  in both men's a n d  wom en's 
m odels a n d  with the most com plete se lection  o f se lf-w ind in g  
watches in the industry.
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President's Report

Our Subsidiaries Abroad
Based on personal observation and conferences in 

Switzerland, I am greatly encouraged by our situation 
there. I am assured by many of our friends, even by some 
of our competitors, that the plant of the Gruen Watch 
Manufacturing Company, S- A. at Bienne, Switzerland, 
is the finest and most modern in the world. There work 
is continually progressing on new: watch inventions and 
improvements. Some of these give as great promise for 
the future as other achievements have given in the past, 
such as the Curvex, the Veri-Thin, the Autowind, and a 
number of other items that have made Gruen outstanding.

The Company's two subsidiaries for the conduct of 
selling operations in world markets other than the Amer­
ican market contributed welcome increments to total sales 
during the year just ended.

The older of these companies, the Gruen Watch 
Company of Canada, Ltd., has achieved a firm footing 
as an established enterprise in the expanding Canadian 
economy. Its line of watches, cases and attachments, de­
signed to meet the tastes of the grow-ing Canadian market, 
has been very well received.

The Gruen Watch Export Company, operating 
from its main office in Geneva, Switzerland, recorded 
increased sales during the year as it continued its syste­
matic penetration of European, Asiatic and South Amer­
ican markets,

A (> predation
I want to recognize especially the loyalty and hard 

W'ork of all our executives and, on behalf of the man­
agement and Board of Directors, to express our apprecia- j
tion of the cooperation of all our customers and of all 
our employees. With this continued support, I believe 
the Company can and will achieve the objectives for 
which all of us are so earnestly striving.

Sincerely yours,

Time Hill 
Cincinnati, Ohio

President

June 15, 1954

I
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Consolidated Statements
of I N C O M E  and  
E A R N E D  S U R P L U S

Gross profit from sales................. .............................................

Selling, advertising, administrative, and general expenses......

Profit before other income, expenses and income taxes, 

Other income........ ........................................................................

Cash discount allowed, interest and other expenses.

Provision for domestic and foreign taxes on income........................ ....

Net income ................................... ..................................... ............

Earned surplus, beginning of year......... ...................................................

Unrealized gain or (loss) arising from conversion
of foreign net assets to dollars....................................................

Excess of cost over par value of 88,230 shares of the company’s common 
stock acquired and held in treasury, less $114,300 charged to 
paid-in surplus.......................................................... .....................

Dividends, common stock: 1954—$1.20 per share; 1953—$1.00 per 
share ............ ............................................................................... .

Earned surplus, end of year

Consolidated Statements of Paid-in Surplus

Balance, beginning of the year................. .................................................

Excess of cost over par value of 88,230 shares of the company's common 
stock acquired and held in treasury, less $1,914,990 charged to 
earned surplus.......... .......................................................................

Balance, end of the year,..,.......................................................................

Year ended March 31

1954 1953

S 7,388,658 S 9,295,916

5,297,919 5,665,178

2,090,739 3,630,738

226,978 225,124

2,317.717 3,855,862

608,180 581,874

1,709,537 3,273,988

820,000 1,585,000

889.537 1.688,988

11,148,294 9,821,126

(2,552) 35,136
12.035,279 1 1,545,250

1,914,990

476,347 396,956
2,391,337 396,956

$ 9,643,942 $11,148,294

Year ended March 31

1954 1953

$ 114,300 S 114,300

114,300
$ S 114,300

9The accompanying notes are an integral part of these consolidated statements 
of income and earned surplus and consolidated statements of paid-in surplus.



A S S E T S
March 31

Cash on hand and demand deposits

1954 1953

$ 2,103,079 S 1,649,683

Notes and accounts receivable, trade, less allowance 
for doubtful notes and accounts......... ........... ...

Inventories, at the lower of cost or market, and in process costs accumulated under 
U, S, Government contracts, less progress payments (Note 3)...,.........................

Emergency facilities purchased, to be acquired by U, S. Government.................. ...........

Current assets ................................................................................................

Cash surrender value of life insurance aggregating: 1954—$466,840;
1953—$2,266,840 ............ .........................................................................................

Other receivables and sundry investments, at cost

Property, plant, improvements to leased property, and equipment, at cost, 
less allowances for depreciation and amortization: 1954—$2,287,736;
1953—SI ,906,572

Prepaid expenses and deferred charges..............

Patents, trade-marks, copyrights, and goodwill

5,339,372

10,155,331

331,528

17,929,310

80,699

285,902

1,989,878

228,997

1
$20,514,787

6,742,937

7,413,717

518,129

16,324,466

438,383

139,085

2,094,246

331,470

1
$19,327,651

The accompanying notes are an integral part of these Consolidated Balance Sheets.
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Consolidated Balance Sheets

L I A B I L I T I E S

Notes payable, banks............................................................................................................  $ 4,700,000

Loans payable, foreign banks.........................................................................................

Accounts payable .......................................................................... ......................................  2,014,500

Accrued items ....................... ................................................ ..... .................................

Dividends payable ........ ................................................................................................
Provision for domestic and foreign taxes on income (Note 4 ) .......... ........................

Current liabilities ............................................................................................  8,862,119

Notes payable, bank, due annually after one year
in varying amounts through July 1, 1958 (current portion included above').......

C A P I T A L

Capita! stock:
Preferred stock, 4l/> per cent cumulative; $100 par value; authorized 25,000 

shares, issued and outstanding, none.

Common stock, $1 par value; authorized 650,000 shares, issued 505,537% 
shares, less in treasury: 1954—196,611% shares; 1953—108,381% shares; 
outstanding: 1954—308,726 shares; 1953—396,956 shares.............................

Paid-in surplus, as annexed...... —........................................................... .........................

Earned surplus, as annexed (Notes 1, 4 and 6 ) ............................................................ 9,643,942

March 31
1954 1953

$ 4,700,000 $

447.670 1,045,747

2,014,309 1.501,091

796,074 1,533.580

99,038 99.038
805,028 1,588.645

8,862.119 5.768,101

1.700,000 1,900,000

308,726 396,956

— 114,300

9,643,942 1 1.148.294

9,952.668 1 1,659.550

$20,514,787 $19,327,651
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Notes

to
Financial
Statements

1. The consolidated statements include the accounts of 
the Company and its wholly-owned domestic and foreign 
subsidiaries.

The difference between the investment in the con­
solidated subsidiaries and the company's equity in the 
net assets of such subsidiaries, as shown by their books, 
amounting to $4,102,313 at March 31, 1934 and S3,881,- 
3 9 2  at March 31, 1953, less consolidating adjustments 
of $101,733 and $102,401, respectively, is included in 
consolidation in earned surplus,

2. With respect to the Company's consolidated Swiss 
and Canadian subsidiaries, the amounts of net non-current 
assets have been translated into United States currency 
generally at the approximate exchange rates in effect 
at the time of acquisition. Net current assets and net 
income have been translated generally at appropriate 
market rates of exchange at the respective dates.

Net assets of the Swiss and Canadian subsidiaries in­
cluded in the consolidated balance sheets aggregated 
$1,695,505 at March 31, 1954, and $774,245 at March 
31, 1953, of which net current assets were $1,132,222 
and $385,321, respectively.

Net income of the Swiss and Canadian subsidiaries 
included in consolidated net income aggregated $587,926 
for 1954 and $498,797 for 1953 after consolidating ad­
justments. A dividend of $466,300 was received from the 
Swiss subsidiary during 1954. No dividends were received 
from foreign subsidiaries during 1953.

3. The estimated amounts of inter-company profits in 
inventory purchased from companies whose accounts arc 
consolidated were eliminated in the preparation of these 
consolidated financial statements.

4. It is estimated (based on present laws) that ad­
ditional foreign taxes on transfers to the parent company 
of the accumulated surplus of foreign subsidiaries would 
approximate $171,000 at March 31, 1954, and $165,000 
at March 31, 1953. No provision has been made for such 
foreign taxes or United States taxes as may be paid if 
and when accumulated earnings of subsidiaries are dis­
tributed to the parent company since such taxes may 
never accrue.

Federal income tax returns of the Company have been 
examined and accepted by the Treasury Department 
through March 31, 1950.

5. During the year the Company acquired for its 
treasury 88,230 shares of its common stock, represent­
ing all of the Company’s shares owned by the former 
president of the Company, Mr. Benjamin S. Katz, mem­
bers of his family, the Benjamin S. Katz Family Foun­
dation, and the Trustee under a trust created by Pearl M. 
Katz. The total cost of these shares to the Company, the 
settlement of an employment contract with Mr. Katz and 
claims of himself and members of his family, amounted 
to $2,197,520.

Simultaneous with the acquisition of these shares the 
Company transferred to the sellers or other lineal de­
scendants of members of the Katz family all life in­
surance policies owned by the Company on the life of 
Benjamin S. Katz, the face amount of all such policies 
aggregating $1,800,000. The Company received as pay­
ment therefor the cash value of all such policies as of 
the date of transfer.

6. Certain sales of the Company and its consolidated 
subsidiaries have been subject to the Renegotiation Act 
of 1951. It is the opinion of management that no re­
negotiation refund will be required.

7. Contributions to the Gruen Employees’ Savings and 
Profit Sharing Plan amounting to $90,908 in 1954 and 
$177,302 in 1953 are included in costs and expenses.

8. Depreciation and amortization amounting to $506,­
348 in 1954 and $436,886 in 1953 are included in costs 
and expenses.

9. Commitments of the Swiss consolidated subsidiary 
for plant construction and new equipment amounted to 
approximately $400,000.

10. On June 7, 1954, the Company received notice 
of the cancellation of its major United States Govern­
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basis for defense operations until the early spring of 1955.
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at the date of cancellation are recoverable in full either 
through the regular course of business or under the 
termination provisions of the contract.

Although it is recognized that the adverse effect of 
the above mentioned cancellation on the operations of 
this year will be substantial such effect cannot be ap­
proximated with any degree of accuracy at this time.
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Ten Year Financial  Stat is t ics
Fiscal Years Ended March 31

Statistics from Consolidated Balance Sheets

1954 1953 1952 1951 1950 1949 1948 1947 1946 1945

Current Assets ......................... $17,929,310 $16,324,466 $17,600,165 $12,520,835 $9,732,904 $9,921,897 $9,716,040 $9,043,040 $8,471,856 $7,118 ,495

Current Liabilities ................ 8 ,862,119 5,768,101 8,268,591 3,430,249 2,602,915 2,350,886 1,891,191 2,091,503 1,998,370 1,706,792

Net Current Assets................. 9 ,067,191 10,556,365 9,331,574 9,090,586 7,129,989 7,571,011 7,824,849 6,951,537 6,473,486 5,411,703

Plant and Equipment—Net . 1,989,878 2,094,246 2,221,781 2,094,959 2,091,745 1,585,302 975,884 564,199 455,511 431,000

Term Loan From Bank. . . . 1,700,000 1,900,000 2,100,000 2,300,000 1,200,000 1,400,000 1,600,000 1,600,000 2,000,000 1,750,000

Earned Surplus ........................ 9,643,942 11,148,294 9 ,821,126 9,152,258 8,442,656 8,225,836 7,372,648 6,085,994 5,000,100 4,212,551

Net W orth  . . ........................ 9,952,668 1 1,659,550 10,332,382 9,663,514 8,826,912 8,610,092 7,756,904 6,470,250 5,384,356 4,596,807

(2 )  Book V a lu e -  
Common Stock .................. 32.24 29.37 26.03 24.34 22.97 22.41 20 .19 16.84 14.01 11.96

Statistics from Statements of Income

Gross Profit ............................... $7,388,658 $9,295,916 $6,546,546 $6,074,518 $4,685,604 $5,750,681 $6 ,113 ,041 $5,843,133 $5,599,129 $3,826,871

Profit Before Income Taxes, . . 1,709.537 3,273,988 2,022,318 1,908,833 1,299,104 2,273,605 2,812,458 2,640,375 2,531,552 1,426,985

( I )  Provision For
Income Taxes ...................... 820,000 1,585,000 1.069,184 822,087 533,356 882,387 1,048,131 1,088,147 1,432,299 721,988

( 1 )  Net P r o f i t ........................ . 889,537 1,688,988 953,134 1,086,746 765,748 1,391,218 1,764,327 1,552,228 1,099,253 704,997

(2 )  ( 1 )  Earnings Per
Share —Common Stock . .. 2.88 4.25 2.40 2.74 1.99 3.62 4,59 4.04 2.86 1.79

Dividends—
Common Stock ................. , 476,347 396,956 396,956 393,782 499,532 537,959 499.532 461,104 345,831 307,401

(3 )  Dividends Per S h a re ., . . 1.20 1.00 1.00 1.00 1.30 1.40 1.30 1.20 .90 .80
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( 1 )  —Adjusted for federal income taxes refunded under relief provisions of the Internal Revenue Code.

( 2 )  —Based on shares outstanding at end of fiscal year shown.

( 3 )  —Based on shares outstanding on record dates during years shown.
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from  the President

When I became president o f your company on January 21, 
1955, Gruen had been losing money since March, 1954. My 
first job was to find out w hy. . .  and what we could do about it.

On April 22 I gave you a preliminary report of my findings 
and proposed solutions. 1 also gave you estimates of last year’s 
operating and net losses. Contrary to the usual corporate 
practice, you were given these estimates before the annual audit 
was completed. We felt you were entitled to have the facts at 
the earliest possible moment.

Our loss for the fiscal year ended March 31, 1955 was 
$225,000 less than the estimate given you. This difference is due 
to the fact that Section 462 o f the Internal Revenue Code has 
since been repealed retroactively. Section 462 had permitted 
corporations to charge off certain expenses in the year before 
they were to be incurred, thus providing a tax advantage under 
circumstances such as ours.

For the fiscal year ended March 31, 1955, Gruen’s con­
solidated net loss was $2,487,562, after provision for taxes on 
our subsidiary companies of $236,193. However, due to pro­
visions of the 1954 Revenue Act which permit us to “carry 
back” our loss and to adjust it against our prior years’ profits, 
the company’s actual “out-of-pocket” loss was reduced to 
$1,125,674. This result compares with a net profit after taxes of 
$886,985 in the previous fiscal year which ended March 31, 1954.

Despite these losses, the company’s financial position is 
sound. The ratio of current assets to current liabilities has been 
improved. The ratio was 2.52 to I on March 31, 1955, compared 
with 2.02 to 1 on March 31, 1954. Working capital of $7,562,954 
on March 31, 1955 was considered sufficient for the business 
we had in prospect on that date.

We reduced our bank loans from $6,847,670 on March 31, 
1954 to $4,710,102 on March 31, 1955.
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We reduced our inventories from $10,155,331 on March 31, 
1954 to $3,649,985 on March 31, 1955.

The company has no unfilled commitments which could 
have any materia! adverse effect on its financial condition or 
future operations. There is an action pending which was brought 
in 1954 by the Department of Justice against 23 domestic watch 
manufacturers and importers of Swiss movements, including 
Gruen, charging violation of the anti-trust laws in connection 
with the production and sale of Swiss watches. The outcome 
of this suit is, of course, a matter of judicial determination, and 
the company is taking adequate legal steps to protect your 
interests.

At the 1954 fiscal year-end the company was owned by 
1,965 shareholders.
R e a s o n s  f o r  t h e  L o s s  In the sixteen months prior to 
February, 1955, the company had developed a large, unbalanced 
inventory in the face of declining sales in the industry. The 
company’s major defense production contract, which had made 
an important contribution to overall sales and profits, was ter­
minated on June 7, 1954. Poor watch business, vanishing 
defense orders, and, finally, an increase in the tariff on Swiss 
movements contributed to Gruen’s losses last year. 
P l a n n i n g  f o r  t h e  F u t u r e  I do not want to talk further 
of the past. My planning and thinking are directed toward 
assuring a profitable and secure future for Gruen.

An aggressive, forward-looking management team is funda­
mental to our basic program for restoring Gruen’s leadership 
in the industry. Such a team is now complete, on the job, and 
hard at work. Gruen’s top level operating officers (Messrs. 
Thiebaud, Hansen, Ash, Brandt, Enderwood and myself) aver­
age 39 years of age, yet their executive experience in the watch 
industry ranges from 8 to 20 years each. Their efforts are 
complemented by the very real contributions in administration 
and finance being made by Mr. Burton M. Joseph, who has 
been a director and chairman of the executive committee since 
January 21, 1955 and chairman of the board since April 22, 
1955, and by the contributions or Colonel C. J. Morey who 
has been a director since January 12, 1955 and vice-chairman 
of the board since April 22, 1955.

The smooth integration of this new management team with 
the large body of devoted and loyal Gruen employees has been 
accomplished rapidly. Gruen employees recognize the need 
for unity of purpose on the part o f all who work here and have 
cooperated with sincerity and intelligence. The company's 
relations with its employees, their families and the community 
have been constructive and unmarred by conflict since its 
founding in 1874.

I am happy to report that service records continue to grow
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at Grucn, with 20 per cent o f our employees now members of 
the ten-year club. Though no contributions could be made 
from company earnings to the employee retirement fund last 
year since the company had no earnings, this fund had assets 
of 51,337,730 on March 31, 1955.

The first task of your new management is to regain and 
extend Gruen’s former position o f leadership in the watch 
business.

We are already making real progress. Our domestic distribu­
tion system is being revitalized. During the last three months, 
we have added almost one thousand new retail jewelry outlets 
making a total o f 9,700. This intensive hard-hitting sales 
campaign to reacquaint jewelers everywhere with the sales and 
profit potential of a Gruen franchise has only just begun.

Within the next two months a comprehensive selling program 
aimed at the consumer will be initiated. In addition to offering 
the right merchandise at the right price, we will stress styling 
in our advertising and in all o f our sales promotion. We believe 
that sufficient recognition has not been given the interest most 
Americans have in the design and the modern styling of the 
watches they buy. The Gruen line of fine watches is being 
completely restyled. Our nationwide network of dealers will be 
selling new dramatically styled Gruen watches this fall.

To make sure that the consumer is constantly reminded of 
the outstanding value and beauty of Gruen’s new watches, our 
advertising expenditures will be highly concentrated in the fall 
months in a new imaginative advertising program which is 
highly productive per dollar of cost. All major media — 
television, radio, magazines and newspapers—will be used to 
reach an estimated combined audience of 250,000,000 persons 
with Gruen's continuing theme—Gruen—The Newest Look 
in Time.

In addition to increasing watch sales, we are striving to regain 
Gruen’s position as a valued contributor to the defense needs 
of our country. Here, too, a planned program was needed, 
was formulated and put into action. This program is already 
bearing fruit. Last month we were awarded a United States 
Navy contract for $1,400,000 worth o f precision devices. This 
is the first important defense production contract awarded 
to Gruen since March, 1953.

Another phase o f our programs is the reorganization of our 
domestic manufacturing facilities to emulate our efficient Swiss 
subsidiary and to achieve greater productivity and reduced 
costs in our civilian and defense operations.

Gruen’s plant in Switzerland has the world’s most modern 
watch and precision manufacturing facilities. At Gruen in 
Switzerland automation is a reality—not just a theory. With 
this productive capacity Gruen can and should take positive
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steps to increase its share of the world market. In the past, 
Gruen has not obtained its fair share of this market and is 
determined to do so.

Diversification is another major part o f our new Gruen 
program. We are seeking to broaden our operations to include 
growth products and industries serving both civilian and 
national defense needs.

To accomplish this, engineering laboratories for research 
and development are essential. Your board of directors has 
authorized me to establish these laboratories. We are doing so.

Out o f Gruen’s new laboratories will come tomorrow’s new 
products and services to augment our company’s income and 
to provide profits and dividends for stockholders and expanded 
employment for the community. The rare skills of watch pro­
duction are the key requisites for the miniaturization and sub­
miniaturization of present day and future mechanical and 
electro-mechanical devices. Through competent, persistent and 
painstaking engineering efforts we will open up new oppor­
tunities for applying these skills in the manufacture of the most 
advanced devices for use in electronics, in supplying motive 
power, and in harnessing, measuring and controlling new 
sources of energy resulting from the country’s atomic program.

I am convinced that the steps we have taken and will take 
will be successful and that Gruen will grow. We are seeking 
to bring Gruen to new heights of production and prestige 
and, as soon as possible, to restore regular dividend payments 
front profitable operations. The future o f Gruen merits your 
confidence.

Sincerely,
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THE GRUEN WATCH COMPANY
and Subsidiaries

Consolidated Statement of

Income and Earned Surplus

Other income.

(Loss) income before taxes on income.................... .............

Provision for taxes on income:
Domestic (1955 amount represents estimated recovery under

Foreign

Excess of cost over par value of 88,230 shares of the company’s 
common stock acquired and held in treasury, less $114,300 
charged to paid-in surplus.........................................................

Dividends, common stock—SI.20 per share.

Earned surplus, end o f year (Notes I, 3, 4 )...................................................... S 8,518,268

The accompanying notes are an integral part o f this consolidated statement o f income and earned surplus.

Y E A R  E N D E D M A R C H  31

195 S 1954

$2,837,212 S7,388,658

4,686,560 5,297,919

(1,849,348) 2,090,739

131,070 226,978

(1,718,278) 2,317,717

. 533,091 610,732

. (2,251,369) 1,706,985

. (1,361,888) 636,623

. 236,193 183,377

(1,125,695) 820,000

. (1,125,674) 886,985

. 9,643,942 11,148,294

8,518,268 12,035,279

___ 1,914,990

. — 476,347
— 2,391,337

.5 8,518,268 $ 9,643,942

o f income and earned surplus.
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THE GRUEN WATCH COMPANY and Subsidiaries

M A R C H  31

1955 1954

A s s e t s

Cash............................................................................................................... ........$ 2,534,784 $ 2,103,079

Notes and accounts receivable, trade, less allowance for doubtful 
notes and accounts.............................................................................. ........  5,059,653 5,339,372

Refundable Federal taxes on income resulting from carry-back
provisions, estimated (Note 6).................................... ....................... ........  784,098 ----

Inventories, at the lower of cost or market, and in process costs 
accumulated under U.S. Government contracts, less, in 1954, 
progress payment................................................................................. ........  3,649,985 10,155,331

Claims against the U.S. Government resulting from contract 
terminations at estimated realizable amounts, less partial 
payments............................................................................................... ........  503,227

Emergency facilities purchased, to be acquired by U.S. Government....... ........  19,230 331,528

CURRENT ASSETS.......................................................... ................. ........  12,550,977 17,929,310

Cash surrender value of life insurance aggregating 5466,840................ . . . .  92,221 80,699

Other receivables, less allowance for doubtful accounts...................... .. . . . .  179,756 228,638

Sundry investments, at cost........................................................................ . . . .  136,264 57,264

Property, plant, improvements to leased property, and equipment, 
at cost, less allowances for depreciation and amortization:
1955—52,561,537; 1954—52,287,736................................................. . . . .  1,997,074 1,989,878

Prepaid expenses and deferred charges..................................................... . . . .  158,724 228,997

Patents, trade-marks, copyrights, and goodwill...................................... . . . .  I 1

515,115,017 520,514,787

The accompanying notes are an integral
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THE GRUEN WATCH COMPANY and Subsidiaries

Balance Sheet

M A R C H  3 1

1955 1954

L ia b i l i t ie s

Notes payable, banks,................................................................................ . . . . $  3,050,000 $ 4,700,000

Loans payable, foreign banks................................................................. . . . .  351,102 447,670

Accounts payable............................................. .................... .................... ......  577,071 2,014,309

Accrued items............... ..................... ................................................ . ........  762,209 796,074

Dividends payable........ ................................................. ............................. 99,038

Provision for domestic and foreign taxes on income (Notes 3, 6 ) . . . . . ........  247,641 805,028

C U R R E N T  L I A B IL IT IE S ................................................................... . . . . .  4,988,023 8,862,119

Notes payable, bank, due annually after one year in varying
amounts through July 1,1958 (current portion included above)....... ........ 1,300,000 1,700,000

C a p it a l

Capital stock:

Preferred stock, 4-,/i per cent cumulative; $100 par value; 
authorized 25,000 shares, issued and outstanding, none

Common stock, $1 par value; authorized 650,000 shares; 
issued 505,337-^4 shares, less in treasury 196,61 !-34 shares, 
outstanding 308,726 shares (Note 4)................................................. ____  308,726 308,726

Earned surplus, as annexed (Notes 1, 3, 4 ) . ............................................ ........  8,518,268 9,643,942

$15,115,017 $20,514,787

part o f this consolidated balance sheet.
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Notes to Financial Statements

1 The consolidated statements include the accounts o f  the 
Company and its domestic and foreign subsidiaries, all 
o f  which are wholly-owned.

The difference between the investment in the consol­
idated subsidiaries and the Company's equity in the net 
assets o f  such subsidiaries, as shown by their books, 
amounting to 54,253,928 at M arch 31,1955andS4,l02,313 
at March 31, 1954, less consolidating adjustments o f 
53,900 and $ 101,733, respectively, is included in consol ida- 
tion in earned surplus.

2 With respect to the Company's consolidated Swiss and 
Canadian subsidiaries, the amounts o f net non-current 
assets have been translated into United States currency 
generally at the approximate exchange rates in effect at 
the time o f acquisition. Net current assets and net income 
have been translated generally at appropriate market 
rates o f exchange at the respective dates or at par.

Net assets o f  the Swiss and Canadian subsidiaries 
included in the consolidated balance sheet aggregated 
52,014,470 at March 31,1955 and 51,695,505 at March 31, 
1954, o f which net current assets were 5917,798 and 
51,132,222, respectively.

Net income o f the Swiss and Canadian subsidiaries 
amounted to 5301,118 for 1955 and 5585,374 for 1954 
after consolidating adjustments. No dividends were 
received from foreign subsidiaries during 1955. A  dividend 
o f 5466,300 was received from the Swiss subsidiary 
during 1954.

3 It is estimated (based on present laws) that additional 
foreign taxes on transfers to the parent company o f  the 
accumulated surplus o f foreign su bsidiaries would approx­
imate 5186,000 at March 31, 1955, and 5171,000 at 
March 31, 1954. No provision has been made for such 
foreign taxes or United States taxes as may be paid if 
and when accumulated earnings o f subsidiaries are 
distributed to the parent company since such taxes may 

never accrue.

4 The Company has entered into an employment contract 
with its President effective January 21,1955and continuing

until March 31, I960. The contract provides, among 
other things, for options to purchase an aggregate o f
30.000 shares o f  the common capital stock o f the company 
held in its treasury, each option having a term o f five 
years from the date granted. On February 25, 1955 the 
Company granted one option for 10,000 shares (un­
exercised at March 31, 1955) at a purchase price o f 
514,36875 per share. Options for the remaining 20,000 
shares shall be granted in varying amounts in sub­
sequent years. Only one option may be granted in a single 
fiscal year and only when consolidated net profits reach 
a specified amount. In each instance, the purchase price 
shall be 95% o f the fair market price at the dale o f grant.

5 A t March 31, 1955 subcontractors' claims approximating

52.500.000 have been either received by the Company 
and processed to the U.S. Government or filed direct by 
the subcontractor with the Government, In the opinion 
o f management, no provision for loss on these claims is 
required. The above claims have not been included in 
the accompanying balance sheet.

6 The estimated recovery o f SI,361,888 o f Federal taxes 
on income under the carry-back provisions o f the Internal 
Revenue Code has been applied to reduce the liability 
prev iously recorded for 1954 and the remainder appears 
as a current asset in the accompanying balance sheet.

7 Certain sales o f the Company and its subsidiaries made 
in the fiscal years ended March 31, 1955 and 1954 under 
contracts with the U.S. Government are subject to 
renegotiation. The fiscal years 1951 to 1953, inclusive, 
have been cleared with no refunds required and it is the 
opinion o f management that none will be required for 
fiscal years 1955 and 1954.

8 N o  contributions were made to the Gruen Employees* 
Savings and Profit Sharing Plan during the fiscal year 
ended March 31, 1955. Contributions to the Plan during 
the fiscal year 1954 amounted to $90,908.

9  Depreciation and amortization amounting to 5352,189 
in 1955 and 5506,348 in 1954 are included in costs 
and expenses.
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Gruen —The Newest Look in Time

LIFE

This description of the Gruen Line
will be more appropriate than ever in the coming season.
Though it is customary to illustrate a report of this kind
with pictures of products, we are refraining this year,
because current models don’t begin to do justice
to the breathtaking beauty and styling of our 1956 line.
Gruen now has in production strikingly new models
for national introduction to the public
beginning in September.
Gruen’s retail distribution network, strengthened by the
addition of over one thousand new dealers to the
eighty-seven hundred the company had on March 31, 1955,
will be backed up by the hardest hitting,
most comprehensive advertising campaign
in Gruen history. National television and radio time,
national magazine and newspaper space
will be used to reach consistently and repetitively
a combined audience of 250 million prospective owners
o f Gruen—The Newest Look in Time.

M O N IT O R
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T H E  G R U E N  W A T C H  C O M P A N Y

and Subsidiaries

Eigh ty-second year

Letter from the President

I n  u n d e r t a k in g  th e  r e c o n s t r u c t io n  o f  G r u e n  in  
th e  e a r ly  S p r in g  o f  1 9 5 5 ,  y o u r  m a n a g e m e n t  
s o o n  d is c o v e r e d  t h a t  th e  d i f f ic u l t ie s  o f  y o u r  
c o m p a n y  w e r e  b o t h  s e r io u s  a n d  d e e p -s e a te d .  
G r u e n  h a d  b e e n  o p e r a t in g  a t  a  d e f ic i t  s in c e  
M a r c h  1 9 5 4 .  S a le s  w e r e  d e c l in in g  a n d  th e  f a l l -  
o f f  h a d  n o t  b e e n  c h e c k e d .  D e a le r  r e la t io n s h ip s  
h a d  b e e n  p e r m i t t e d  t o  d e t e r io r a t e .  P r o d u c t io n  
o f  w a tc h  m o v e m e n ts  in  S w i t z e r la n d  h a d  b e e n  
c u t  b a c k .  A n d  th e  N o r w o o d  p la n t  h a d  b e e n  
c lo s e d  d o w n  b y  s u d d e n  t e r m in a t io n  o f  a  m a jo r  
fu z e  p r o d u c t io n  c o n t r a c t .

A f t e r  a n a ly z in g  th e  s itu a t io n .  1 c o n c lu d e d  
th a t  i t  c o u ld  b e  r e p a i r e d .  B u t  i t  w a s  im m e d ia t e ly  
e v id e n t  th a t  in  th e  p ro c e s s  o f  r e p a i r  w e  w o u ld  
h a v e  a  c h o ic e  b e tw e e n  t w o  a l t e r n a t iv e  m e th o d s  
o f  t r e a t m e n t .

T h e  f irs t  a l t e r n a t iv e  w a s  th e  e a s ie r  o n e ;  i t  
in v o lv e d  a  p a t c h -u p  r a t h e r  th a n  r e m e d ia l  t r e a t ­
m e n t .  W e  c o u ld  h a v e  w r i t t e n  o f f  N o r w o o d .  W e  
c o u ld  h a v e  r e t r e n c h e d  a l t o g e th e r  a n d  d ir e c t e d  
o u r  e f f o r t  s o le ly  t o w a r d  th e  s a le  o f  e x is t in g  
w a tc h  m o d e ls  f o r  th e  s in g le  p u r p o s e  o f  a t t e m p t ­
in g  to  s h o w  a  y e a r -e n d  f is c a l p r o f i t .

In  t h e o r y ,  th is  c o u rs e  a p p e a r e d  t o  o f f e r  a  
s h o r t - te r m  s o lu t io n .  I n  r e a l i t y ,  th is  s o lu t io n  
w o u ld  h a v e  b e e n  u n f a i r  t o  s to c k h o ld e r s .  F o r

The International Building, Rockefeller Center, 
630 Fifth Avenue, New York City.
The new marketing headquarters of Gruen 
in the jewelry center of the nation.

w h ile  i t  h e ld  o u t  th e  p r o m is e  o f  s h o r t - te r m  g a in  
f o r  a  s in g le  y e a r ’s o p e r a t io n ,  i t  ig n o r e d  th e  c r i t i ­
c a l  a n d  f u n d a m e n t a l  n e e d s  t h a t  w o u ld  h a v e  to  
b e  re s o lv e d  i f  G r u e n  w e r e  t o  s u r v iv e .  I t  ig n o r e d  
th e  n e e d  f o r  r e s t o r a t io n  o f  d e a le r  c o n f id e n c e  
t h r o u g h  p r o d u c t  im p r o v e m e n t  a n d  m o r e  a g g re s ­
s iv e  m e r c h a n d is in g .  I t  ig n o r e d  th e  n e e d  f o r  r e ­
e s ta b l is h m e n t  o f  n a m e  id e n t i t y .  I t  ig n o r e d  th e  
n e e d  f o r  im p r o v e d  s t a b i l i t y .  A n d  it  ig n o r e d  th e  
n e e d  f o r  in c r e a s e d  e a r n in g  c a p a c i ty .

T h e  s e c o n d  a l t e r n a t iv e  w a s  th e  m o r e  d i f f i ­
c u l t  o n e ;  i t  c a l le d  f o r  m a j o r  r e m e d ia l  t r e a t m e n t .

I t  in v o lv e d  n o t  o n ly  r e c o n s t r u c t io n  b u t  r e o r ­
g a n iz a t io n  o f  th e  c o m p a n y ’s t o t a l  e f fo r t .  F r o m  
th e  o u ts e t ,  i t  w a s  e v id e n t  t h a t  th is  c o u rs e  w o u ld  
b e  d i f f ic u l t  in  a c c o m p l is h m e n t ,  d e m a n d in g  in  
p a t ie n c e ,  a n d  c o s t ly  as  c o n t r a s te d  t o  th e  c o u rs e  
o f  p o s s ib le  im m e d ia t e  s h o r t - t e r m  g a in .

B u t  in  te rm s  o f  e v e n tu a l  b e n e f i t  t o  th e  c o m ­
p a n y  a n d  its  in v e s to rs ,  th is  l a t t e r  c o u rs e  o f fe r e d  
G r u e n  th e  c h a n c e  to  r e g a in  h e a l t h  a n d  b u i ld  
n e w  s tre n g th  f o r  th e  fu tu r e .

I  jo in e d  G r u e n ,  n o t  as  a  p r o m o t e r ,  b u t  as  
a  b u i ld e r .  I  b e l ie v e  th e r e  is  a  p la c e  f o r  G r u e n  
in  th e  w a tc h  m a r k e t .  A n d  1 b e l ie v e  t h a t  G r u e n  
h a s  th e  c a p a c i ty  t o  e s ta b lis h  i t s e l f  as  a n  in d u s tr y  
w i t h  d iv e rs e  in te re s ts  a n d  a m p le  o p p o r t u n i t y  f o r  
s u b s ta n t ia l  c a p i t a l  g r o w th .

A s  a  c o n s e q u e n c e , w e  u n d e r t o o k ,  w i t h  th e  
f u l l  a p p r o v a l  o f  y o u r  B o a r d ,  t h e  s e c o n d ,  th e  
m o r e  d i f f ic u l t ,  b u t  th e  m o r e  r e w a r d in g  o f  th e s e  
t w o  c o u rs e s . Gruen is committed to long-term 
growth and gain; your company has undergone



full-scale remedial treatment for all the chronic 
ills that have so long afflicted it.

Turn of the trend
O u r  a c h ie v e m e n ts  in  th e  a c c o m p l is h m e n t  o f  th is  
p r o g r a m  d u r in g  th e  la s t  f is c a l y e a r  a re  m o r e  
e v id e n t  t h a n  th e y  w o u ld  a p p e a r  t o  b e  in  th e  
y e a r - e n d  f is c a l s ta te m e n t .  M o r e  i l lu s t r a t iv e  o f  
th e  h e a l th y  s tr id e s  th a t  h a v e  b e e n  m a d e  in  th e  
r e g e n e r a t io n  o f  y o u r  c o m p a n y  a r e  th e  u n a u d ite d  
r e c o r d s  o f  a c c o m p l is h m e n t  f o r  th e  f irs t  q u a r t e r  
o f  th e  c u r r e n t  1 9 5 6 - 5 7  f is c a l y e a r .

D e a le r  b o o k in g s  o n  G r u e n  w a tc h e s  a re  u p  
1 4 2 %  o v e r  b o o k in g s  f o r  th e  c o m p a r a b le  
q u a r t e r  la s t  y e a r .

S h ip m e n ts  a r e  u p  4 4 %  o v e r  s h ip m e n ts  f o r  
t h e  f i r s t  t h r e e  m o n t h s  o f  f i s c a l  y e a r  
1 9 5 5 - 5 6 .

A n d  th e  v a lu e  o f  d e fe n s e  c o n t r a c ts  has  
r is e n  f r o m  $ 7 6 6 , 9 9 3  a t  th e  e n d  o f  f is c a l 
y e a r  1 9 5 4 - 5 5  to  a  c u m u la t iv e  $ 6 , 4 0 7 , 7 6 5  
th r o u g h  th e  f irs t  q u a r t e r  th is  y e a r .

The period of regroupment and reorganiza­
tion is behind us. Gruen has advanced into a 
profit-making position and into an era of real 
earning potential.

Fiscal situation

G r u e n 's  c o n s o lid a te d  s ta t e m e n t  f o r  th e  la s t y e a r  
s h o w s  a  n e t  lo ss  f o r  th e  p e r io d  e n d e d  M a r c h  3 1 ,  
1 9 5 6 .  T h is  lo s s  w a s  a n t ic ip a te d .

L o s s  b e fo r e  ta x e s  f o r  th e  y e a r  e n d e d  M a r c h  
3  L. 1 9 5 6  w a s  $  1 , 3 3 0 , 4 6 3  c o m p a r e d  t o  $ 2 , 2 5 1 , ­
3 6 9  f o r  th e  p r e v io u s  y e a r .

T h e  n e t  lo ss  a f t e r  t a x  c r e d i t  f o r  M a r c h  3 1 ,  
1 9 5 6  a m o u n t e d  to  $ 9 6 5 , 7 9 9  c o m p a r e d  w i t h  
$ 1 , 1 2 5 , 6 9 5  f o r  th e  p r e v io u s  y e a r .

M o s t  s ig n if ic a n t ly ,  h o w e v e r ,  G r u e n ’s losses  
f o r  1 9 5 4 - 5 5  w e r e  a t t r ib u t a b le  to  c a n c e l la t io n  
o f  d e fe n s e  c o n tr a c ts  a n d  d e t e r io r a t io n  o f  th e  
w a tc h  b u s in e s s . B y  c o n tr a s t .  G r u e n ’s losses f o r  
1 9 5 5 - 5 6  w e r e  in c u r r e d  la r g e ly  as  th e  re s u lt  o f  
e x p e n d i t u r e  f o r  p r o d u c t  i m p r o v e m e n t ,  n e w  
n a m e  id e n t i t y ,  o v e r h a u l  o f  th e  c o m p a n y ,  a n d  
th e  e s ta b l is h m e n t  o f  a  c a p a b i l i t y  f o r  lo n g - te r m  
d e fe n s e  a n d  in d u s t r ia l  p r o d u c t io n .

Long range improvements

L e s s  v is ib le  b u t  m o r e  m e a n in g f u l  th a n  th e  i m ­
m e d ia te  f is c a l in d ic a to r s  o f  y o u r  c o m p a n y ’s 
c o n d i t io n  a re  th e  im p r o v e m e n t s  t h a t  a r e  m a n i ­
fe s t  in  ( a )  i n c r e a s e d  s t a b i l i t y ;  ( b )  r e n e w e d  
j e w e le r  a c c e p t a n c e ,  ( c )  e n la r g e d  e a r n in g  c a p a ­
c i t y ,  a n d  ( d )  r e a l is t ic  g r o w th  p o t e n t ia l .

O n  e a c h  o f  th e s e  c o u n ts ,  th e  r e c o v e r y  o f  
G r u e n  h a s  b e e n  im p r e s s iv e .

Increased stability

T o  a c h ie v e  in c r e a s e d  lo n g - r a n g e  s t a b i l i t y  a n d  
lessen  th e  d e p e n d e n c e  o f  G r u e n  u p o n  as  c y c lic  
a n  in d u s t r y  a s  t h e  m a n u f a c t u r e  a n d  s a le  o f  
w a tc h e s , w e  h a v e  u n d e r t a k e n  a  p r o g r a m  o f  
d iv e r s i f ic a t io n  t h r o u g h  p r o d u c t io n  o f  d e fe n s e  
a n d  in d u s t r ia l  e q u ip m e n t  a n d  th e  m a r k e t in g  o f  
o t h e r  c o n s u m e r  p r o d u c ts .  F o u r  n e w  o p e r a t in g  
d iv is io n s  a r e  e n g a g e d  in  v e r s a t i le  d e fe n s e  a c t i v i ­
t ie s  a n d  G r u e n  h a s  a d d e d  W a t e r m a n  p e n s  t o  its  
c o n s u m e r  l in e .

M o r e o v e r ,  in  t h e  i n i t i a t i o n  o f  i ts  d e f e n s e  
a c t iv i t y ,  G r u e n  h a s  e n la r g e d  its  s c ie n t if ic  c a p ­
a b il i t ie s  w e l l  b e y o n d  th o s e  o f  c o m p e t i t iv e  w a tc h  
m a n u f a c t u r e r s  t o  u n d e r t a k e  a d v a n c e d  e n g in e e r ­
in g  a n d  e le c t r o n ic  p ro je c ts .  During the last year 
Gruen has acquired a level of scientific profi­
ciency that enables it to share in the develop­
ment, the engineering, and production of 
complex technological equipment for a vast 
variety of applications.

Improved jeweler acceptance

J e w e le r  a c c e p ta n c e  o f  G r u e n  as  a  le a d in g  m a n u ­
f a c t u r e r  o f  w a tc h e s  h a s  b e e n  re -e s ta b l is h e d  a n d  
s tr e n g th e n e d  a f t e r  a  t h r e e - y e a r  p e r io d  o f  e c lip s e .  
D e a le r  r e la t io n s h ip s  h a v e  b e e n  r e p a ir e d ,  n a m e  
i d e n t i t y  h a s  b e e n  r e -e s ta b l is h e d  w i t h  th e  c o n ­
s u m e r ,  a n d  a d d i t io n a l  f r a n c h is e d  je w e le r  o u t le ts  
h a v e  b e e n  a d d e d  t o  o u r  c h a n n e ls  o f  d is t r ib u t io n  
th r o u g h o u t  N o r t h  A m e r ic a ,  a n d  in  t h i r t y - f iv e  
c o u n t r ie s  a b r o a d .

Enlarged earning capacity

T h e  e n la r g e d  e a r n in g  c a p a c i t y  o f  G r u e n  is  
a lr e a d y  e v id e n t  b o th  in  its  w a t c h  d iv is io n s  a n d  
in  its d e fe n s e  a n d  in d u s t r ia l  o p e r a t io n s .
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W a t c h  e a r n in g s  h a v e  i m p r o v e d  m a t e r i a l l y  
d u r in g  th e  f irs t  q u a r t e r  o f  th is  n e w  y e a r  a n d  a r e  
e x p e c t e d  to  in c r e a s e  s u b s t a n t ia l ly  as  th e  re s u lt  
o f  im a g in a t iv e  m e r c h a n d is in g  c o n c e p ts ,  lo w e r e d  
a d m in is t r a t iv e  o v e r h e a d ,  a u t o m a t e d  p r o d u c ­
t io n ,  s t a n d a r d iz a t io n  o f  m o v e m e n ts ,  im p r o v e d  
in v e n t o r y  c o n t r o l ,  a n d  m o r e  e f fe c t iv e  m a n a g e ­
m e n t  f r o m  th e  n e w  N e w  Y o r k  e x e c u t iv e  h e a d ­
q u a r te r s  o f  y o u r  c o m p a n y .

M o s t  o f  th e  n o n - r e c u r r in g  s t a r t in g  c o s ts  o f  
th e  d e fe n s e  a n d  in d u s t r ia l  o p e r a t io n s  h a v e  a l ­
r e a d y  b e e n  a b s o r b e d . Development projects 
under contract will not only yield immediate 
profit but several may materialize into long-term 
industrial profit-makers because of their appli­
cation to civilian industrial use. T h e  e a r n in g  
p o t e n t ia l  o f  th e s e  u n d e r t a k in g s  w a r r a n t  c o n s id ­
e r a b le  o p t im is m  in  a n y  p r o je c t io n  o f  y o u r  c o m ­
p a n y 's  e a r n in g  c a p a c it ie s  f o r  th e  f u t u r e .

Realistic growth potential

I t  is in  g r o w t h  p o t e n t ia l  th a t  th e  r e c u p e r a t io n  
o f  G r u c n  is m o s t p r o n o u n c e d  a n d  e n c o u r a g in g .

A m o n g  th e  p r o je c ts  c u r r e n t ly  u n d e r w a y  in  
d e fe n s e  p r o d u c t io n  is o n e  w h ic h  e n c o m p a s s e s  
t h e  p o s s i b i l i t y  o f  a  g e n u in e  s c i e n t i f i c  b r e a k ­

t h r o u g h  in  th e  h ig h ly  a c t iv e  f ie ld  o f  in e r t i a l  
g u id a n c e .

I n  th e  d e v e lo p m e n t  o f  th e s e  p r o g r a m s ,  G r u e n  
h a s  a c q u ir e d  o u t s t a n d in g  s tre n g th  in  th e  q u a l i t y  
o f  its  s c ie n t if ic  a n d  te c h n ic a l  s ta ffs . With this 
capability for original and creative engineering, 
research, and development, Gruen has posi­
tioned itself for growth at a rate commensurate 
with the technological advances of this elec­
tronics air age.

T h e s e  th in g s  w e  b e lie v e  to  b e  th e  s o u n d  f o r e ­
r u n n e r s  o f  in c r e a s e d  a n n u a l  e a r n in g s  a n d  th e  
r e s u m p t io n  o f  d iv id e n d  p a y m e n ts .  F o r  th e  c o n ­
f id e n c e  w h ic h  m e m b e r s  o f  th e  B o a r d  o f  D i r e c ­
to rs ,  s h a r e h o ld e r s ,  a n d  e m p lo y e e s  h a v e  s h o w n  
o n  e v e r y  o c c a s io n ,  m a n a g e m e n t  is  g r a te f u l  a n d  
h e a r t e n e d  in  its  e n d e a v o r .

S in c e r e ly ,

June 27, 1956

Success of Gruen in the development and production of defense equipment is shown 
in this illustration. New contracts from March 31. 1955. total almost six million dollars.
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Newest of Gruen's “Newest Look in Time" these 
contemporary-style watches, all of them 

Gruen originals and all styled by America's 
foremost industrial designers.

W atch Business

F a l l  a n d  C h r is t m a s  1 9 5 5  s ig n a lle d  th e  r e s u r ­
g e n c e  o f  G r u e n  as th e  w a tc h  o f  s ty le -m in d e d  
q u a l i t y - c o n s c io u s  c o n s u m e rs .

E q u a l ly  im p o r t a n t ,  t h a t  s a m e  s e a s o n  m a r k e d  
th e  c o m e b a c k  in  a c c e p ta n c e  o f  G r u e n  a m o n g  
th e  n a t io n ’s r e t a i l  je w e le r s .

T h is  im p r o v e m e n t  in  a c c e p ta n c e  h a s  b e e n  
s u s t a in e d .  Sales for Spring 19 5 6  are 44%  
higher than those of last year. A n d  th e  in i t i a l  
re s p o n s e  o f  d e a le rs  t o  G r u e n ’s n e w  l in e  f o r  F a l l  
1 9 5 6  w a r r a n t s  a n  o p t im is t ic  in c r e a s e  in  s a les  
p r o je c t io n s  f o r  th e  c u r r e n t  f is c a l y e a r .  Y o u r  
c o m p a n y  h a s  a c h ie v e d  s u b s ta n t ia l  r e c o v e r y  in  
its  w a tc h  b u s in e s s ; w a tc h  o p e r a t io n s  a r e  n o w  
y ie ld in g  p r o f i t .

P a c e s e t te r  o n  th is  r e v iv a l  w a s  G r u e n 's  “ N e w ­
e s t L o o k  in  T i m e . ’’ T h e  “ N e w e s t  L o o k ” is  a  c o n ­
c e p t  w h ic h  h a s  k e y n o te d  y o u r  c o m p a n y ’s o v e r ­
a l l  m e r c h a n d is in g  a n d  a d v e r t is in g  c a m p a ig n s .  
G r u e n  in t r o d u c e d  a  w h o l ly  re d e s ig n e d  l in e  f o r  
th e  F a l l  1 9 5 5  s e l l in g  s e a s o n . T o  c o m p le m e n t  
th is  r e d e s ig n e d  l in e ,  G r u e n  a ls o  u n d e r t o o k  n e w

p a c k a g in g ,  n e w  a d v e r t is in g ,  a n d  a  n e w  s a les  
p r o m o t io n  c a m p a ig n .

J e w e le r  re s p o n s e  t o  “ T h e  N e w e s t  L o o k  in  
T i m e ”  w a s  b o th  g r a t i f y in g  a n d  r e v e a l in g .  B y  
l a t e  O c t o b e r ,  h e a v y  F a l l  b u y in g  o n  G r u e n  h a d  
o u t s t r ip p e d  p r o d u c t i o n  c a p a b i l i t i e s  o f  y o u r  
c o m p a n y ’s p la n t s .  I n v e n t o r i e s  w e r e  d e p le t e d  
a n d  b y  N o v e m b e r  G r u e n  w a s  s o ld  o u t .

T h is  s a les  m o m e n t u m  p ic k e d  u p  a  s p e e d ie r  
p a c e  in  S p r in g .  A t  th e  s a m e  t im e ,  f r a n c h is e d  
j e w e le r  o u t le ts  h a v e  in c r e a s e d  1 2 % .

H e a d l i n i n g  t h e  G r u e n  d r i v e  f o r  F a l l  a n d  
C h r is t m a s  1 9 5 6  w i l l  b e  G r u e n ’s h a n d s o m e  n e w  
d e s i g n e r  c o l l e c t i o n  o f  c o n t e m p o r a r y - s t y l e d  
w a tc h e s .  T h e s e  d is t in c t iv e  n e w  w a tc h e s , u n l ik e  
a n y  o t h e r  in  th e  t r a d e ,  w e r e  c r e a te d  e s p e c ia lly  
f o r  G r u e n .  E a c h  s ig n if ie s  a  n e w  t r e n d  in  w a tc h  -
s ty l in g  a n d  e a c h  is e x c lu s iv e  w i t h  G r u e n .

P r ic e  le a d e r  f o r  G r u e n ’s 1 9 5 6  F a l l  c a m p a ig n  
is  G r u e n ’s n e w  S u p e r - G  l in e ,  f e a t u r in g  P o w e r -  
P a k  A u t o w i n d  w a tc h e s  in  s e e - th r o u g h  g i f t  p a c k ­
a g e s , f a c t o r y  s e a le d  f o r  c o n s u m e r  p r o t e c t io n .
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S u p e r - G  re p re s e n ts  a n  in n o v a t io n  in  p o p u la r ly -  
p r ic e d  w a tc h  m e r c h a n d is in g  as w e l l  as a  n e w  
c o n c e p t  in  p a c k a g in g  a n d  d is p la y .

L a s t  y e a r ’s b o o k in g s  o n  “ T h e  N e w e s t  L o o k  
in  T i m e ”  e x c e e d e d  y o u r  c o m p a n y ’s a b i l i t y  to  
m a k e  d e l iv e r ie s .  T h is  w a s  d u e  n o t  o n ly  to  th e  
d e p le t io n  o f  in v e n t o r y  as  a  r e s u lt  o f  l iq u id a t io n  
s a les  d u r in g  1 9 5 4  b u t  t o  c u tb a c k s  in  S w is s  p r o ­
d u c t io n  d u r in g  t h a t  s a m e  f is c a l y e a r .  T h e  t im e  
la g  r e q u i r e d  f o r  r e s u m p t io n  o f  f u l l  p r o d u c t io n  
f r u s t r a t e d  G r u e n ’s a t te m p ts  t o  m a k e  d e liv e r ie s  
o n  n e w  o r d e r s  in  1 9 5 5 .  H o w e v e r ,  p r o d u c t io n  
s c h e d u le s  f o r  1 9 5 6 - 5 7  w i l l  p r o v id e  s u f f ic ie n t  i n ­

v e n t o r y  f o r  p r o m p t  s h ip m e n t  o f  p r o je c t e d  s a le s . 
C r e d i t  f o r  th is  e n c o u r a g in g  u p t u r n  in  p r o d u c ­
t io n  is  d u e  M .  H e n r i  T h ie b a u d ,  d i r e c t o r  o f  
G r u e n ’s w h o l ly - o w n e d  m a n u f a c t u r in g  s u b s id i ­
a r y  in  S w i t z e r la n d .  F o r  m a n y  y e a rs  a n  o u t s t a n d ­
in g  e x p e r t  in  w a t c h  t e c h n o lo g y  a n d  p r o d u c t io n ,  
M .  T h i e b a u d  h a s  r e o r g a n iz e d  G r u e n ’s m a n u ­
f a c t u r in g  p ro c e s s e s  in  S w i t z e r la n d  t o  t a k e  a d ­
v a n t a g e  o f  a d v a n c e d  a u t o m a t e d  t e c h n iq u e s .

T o  s u m m a r iz e  th e  s i t u a t io n :  w a tc h  s a le s  a re  
u p ;  p r o je c t io n s  a re  e n c o u r a g in g ,  d e la y s  in  p r o ­
d u c t io n  h a v e  b e e n  o v e r c o m e .  T h e  o u t lo o k  is fo r  
p r o f i t .

W aterm an Pen Company
A c q u is i t io n  o f  th e  8 4  y e a r - o ld  W a t e r m a n  P e n  
C o m p a n y  m a r k s  th e  s ta r t  o f  G r u e n ’s lo n g - te r m  
p r o g r a m  f o r  f u r t h e r  c o n s u m e r  p r o d u c t  a c t iv i t y  
a n d  g r o w th .

F o r  g e n e r a t io n s ,  a  l e a d e r  a m o n g  m a k e r s  o f  
q u a l i t y  w r i t i n g  in s t r u m e n ts ,  th e  W a t e r m a n  P e n  
C o m p a n y  m a n u fa c t u r e s  a n d  m a r k e ts  f o u n t a in  
p e n s  a n d  p e n c i ls  t h r o u g h o u t  N o r t h  A m e r i c a  
a n d  in  s ix ty - f iv e  c o u n t r ie s  a b r o a d .

W a t e r m a n ’s e a r n in g  p o t e n t ia l  g r e a t ly  e x c e e d s  
t h a t  c o m p a n y ’s a c tu a l  p e r f o r m a n c e  d u r in g  th e  
la s t  s e v e r a l  y e a r s .  A f t e r  a  s u c c e s s io n  o f  b u s in e s s  
d if f ic u l t ie s .  W a t e r m a n  t u r n e d  th e  t r e n d  t o w a r d  
s u b s ta n t ia l  r e c o v e r y  o n ly  t o  b e  s t r u c k  w i t h  se­
v e r e  d a m a g e  to  its  p r in c ip a l  p la n t  d u r in g  th e  
C o n n e c t ic u t  f lo o d s  o f  1 9 5 5 .  P r o d u c t io n  w a s  
h a l t e d ,  s h ip m e n ts  d e la y e d ,  a n d  th e  u p t u r n  in  
s a le s  a r re s te d .

F u n d a m e n t a l l y ,  h o w e v e r ,  W a t e r m a n  p o s ­
sesses  s u f f i c i e n t  p r o d u c t  s t r e n g t h  t o  m a k e  a  
h e a l t h y  r e c o v e r y .  B r a n d  id e n t i f ic a t io n  is g o o d  
a n d  W a t e r m a n ’s p e n s  a r e  a c k n o w le d g e d  t r a d e  
le a d e rs  in  d e s ig n , q u a l i t y ,  a n d  s ty l in g .

I n  th e  a c c o m p l is h m e n t  o f  th is  ta s k ,  w e  a n t i ­
c ip a te  s o m e  d i f f ic u l t ie s  f o r  th e r e  is n e e d  t o  r e v iv e  
d e a l e r  r e la t i o n s h i p s  a n d  g r e a t l y  e x p a n d  th e  
c o m p a n y ’s b a s e  o f  d is t r ib u t io n .

S ig n p o s t  o f  th e  W a t e r m a n  c a m p a ig n  w i l l  b e  
“ W a t e r m a n — T h e  N e w e s t  W o r d  in  W r i t i n g . "

F u l l  u se  w i l l  b e  m a d e  o f  th e  s a m e  a d  m e d ia  a n d  
d e v ic e s  t h a t  s o ld  G r u e n  as  “ T h e  N e w e s t  L o o k  
in  T i m e . ”

I n  s u m m a r y ,  w e  b e lie v e  W a t e r m a n  t o  b e  a  
p o t e n t ia l l y  v a lu a b le  asset. F o r  th e  im m e d ia te  
f u t u r e ,  th e r e  is  w o r k  to  b e  d o n e .

First to introduce a cartridge-filled fountain pen, 
Waterman has put its strength behind the C/F pen 
with its disposable cartridge of ink.
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For the conceptual and 
creative engineering and 
d e v e lo p m e n t  o f  new  
id e a s , s y s te m s , and 
products.

For feas ib ility  studies, 
en g in eerin g , d e v e lo p ­
ment, and limited pro­
d u c t i o n  on  s ys tems ,  
projects, and component 
equipment.

For prototype development; pro­
duction engineering, lim ited and 
large scale manufacture o f  pre­
cision electronics equipment.

GRUEN

DIVISION

The above chart illustrates how Gruen has centered its 
industrial, engineering, and manufacturing operations 
into four distinct but related subsidiary organizations.

duction engineering, toolmaking, 
limited and large-scale manufac­
ture o f  precision electro-mechan­

ical equipment.

For prototype development, pro-

Industrial and Defense

S in c e  r e o r g a n iz a t io n  o f  G r u e n  in  1 9 5 5 ,  m a j o r  
e m p h a s is  h a s  b e e n  d ir e c t e d  t o w a r d  th e  a c h ie v e ­
m e n t  o f  in c r e a s e d  s t a b i l i t y  t h r o u g h  d iv e r s i f ic a ­
t io n  w i t h  f ir s t  e m p h a s is  o n  th e  p r o d u c t io n  o f  
d e fe n s e  a n d  in d u s t r ia l  e q u ip m e n t .

C u r r e n t  v a lu e  o f  o rd e rs  in  th e s e  a re a s  n o w  
e x c e e d s  $ 6 , 0 0 0 , 0 0 0 .

P r o j e c t s  u n d e r  c o n t r a c t  i n c l u d e  e l e c t r o ­
m e c h a n ic a l  d e v ic e s , e le c t r o n ic  e q u ip m e n t ,  s u b ­
m in ia t u r e  r e la y s , in t e r c o n t in e n t a l  m is s ile  tes t  
e q u ip m e n t ,  a d v a n c e d  g y ro s c o p ic  s y s te m s , new ' 
j e t  in s t r u m e n t a t io n ,  a n t i - s k id  d e v ic e s , p o t e n t i ­
o m e te r s ,  a c c e le r o m e te r s ,  o s c il lo s c o p e s , a n d  f r e ­
q u e n c y  m e te rs .

E a c h  o f  th es e  u n d e r ta k in g s  is n e w  a n d  u n iq u e  
t o  G r u e n .  M o s t  a re  u n iq u e  to  th e  w a t c h m a k in g

in d u s t r y .  S e v e ra l  a r e  a l t o g e t h e r  u n iq u e  in  th a t  
th e y  re p r e s e n t  g e n u in e  s c ie n t if ic  a d v a n c e s .

Y o u r  c o m p a n y  fu n c t io n s  n o t  o n ly  as a  p r im e  
c o n t r a c t o r  b u t  as  a  s u b c o n t r a c t o r  o n  v i t a l  d e ­
fe n s e  p ro je c ts .  W o r k  is p r e s e n t ly  in  p ro g re s s  fo r  
th e  C o n v a i r  D iv is io n  o f  G e n e r a l  D y n a m ic s ,  th e  
H u g h e s  A i r c r a f t  C o m p a n y ,  G e n e r a l  E le c t r ic ,  
M in n e a p o l is - H o n e y w e l l ,  A r m y  O r d n a n c e ,  th e  
A r m y  S ig n a l C o r p s ,  N a v y  B u r e a u  o f  S h ip s , th e  
N a v y  B u r e a u  o f  O r d n a n c e ,  a n d  o th e rs .

I n  m o s t in s ta n c e s , th e s e  d e v ic e s  a re  a p p l i ­
c a b le  n o t  o n ly  to  a  v a r ie t y  o f  m i l i t a r y  uses b u t  
to  v e r s a t i le  e m p lo y m e n t  in  c iv i l i a n  in d u s t r y .  
A s  a  c o n s e q u e n c e , th is  p r o g r a m  is g e a r e d  to  
th e  lo n g - t e r m  g r o w th  o f  G r u e n  as  a  m a n u f a c ­
t u r e r  o f  c r i t i c a l  in d u s t r ia l  e q u ip m e n t .
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I n  t h e  a c c o m p l i s h m e n t  o f  t h is  p r o g r a m .  
G r u e n  h a s  c e n te r e d  its  in d u s t r ia l  e n g in e e r in g  
a n d  m a n u f a c t u r in g  o p e r a t io n s  in  f o u r  d is t in c t  
b u t  r e la te d  s u b s id ia r y  o r g a n iz a t io n s .  E a c h  c o m ­
p le m e n ts  th e  s p e c ia l iz e d  t e c h n o lo g ic a l  c a p a b i l i ­
t ie s  o f  t h e  o t h e r .  I n d i v i d u a l l y ,  t h e y  e n a b l e  
G r u e n  t o  b id  o n  s e p a r a te  p h a s e s  o f  in d u s t r ia l  
a n d  d e fe n s e  u n d e r ta k in g s .  T o g e th e r ,  th e y  c o n ­
s t i tu te  a n  in te g r a te d  c a p a b i l i t y  f o r  th e  e n g in e e r ­
in g .  th e  d e v e lo p m e n t ,  a n d  m a n u f a c t u r e  o f  a  
w id e  r a n g e  o f  e s s e n t ia l p r o d u c ts .  A n d  e a c h  is 
l in k e d  to  th e  o t h e r  t h r o u g h  c o o r d in a te d  m a n ­
a g e m e n t  c o n t r o l .

T o  m a n  th e s e  o r g a n iz a t io n s ,  G r u e n  h a s  a c ­
q u ir e d  a  s c ie n t if ic  s ta f f  o f  d e m o n s t r a te d  c o m ­
p e te n c e . C h i e f  o f  T h e  P la n n in g  B o a r d  is  D r .

T h e o d o r e  v o n  K a r m a n ,  s e n io r  a d v is o r  o n  a e r o ­
n a u t ic s  to  N A T O  a n d  c h a i r m a n  e m e r i tu s  o f  th e  
S c ie n t i f ic  A d v is o r y  B o a r d  o f  th e  U n i t e d  S ta le s  
A i r  F o r c e .  O t h e r  d is t in g u is h e d  p e r s o n n e l i n ­
c lu d e  M a j o r  G e n e r a l  L e s l ie  E .  S im o n  ( r e t . ) ,  
f o r m e r  c h ie f  o f  R e s e a r c h  a n d  D e v e lo p m e n t  f o r  
U n i t e d  S ta te s  A r m y  O r d n a n c e ,  as  w e l l  as a  
c o rp s  o f  s c ie n tis ts  w i t h  o u t s ta n d in g  r e p u ta t io n s  
in  d iv e rs e  a re a s  a n d  fie ld s .

I n  u n d e r t a k in g  th is  p r o g r a m ,  G r u e n  h a s  g r e a t ­
ly  e x p a n d e d  its  in te re s ts  a n d  o p p o r t u n it ie s  fo r  
g r o w t h .  G r u e n  is n o  lo n g e r  ju s t  a n o t h e r  A m e r i ­
c a n  w a t c h  m a n u f a c t u r e r  w i t h  a n  o c c a s io n a l  s id e ­
l in e  in  d e fe n s e  p r o d u c t io n .  G r u e n  h a s  h i tc h e d  
its  f u t u r e  t o  p ro g re s s  in  e le c t r o n ic s  to  b e c o m e  
p a r t  o f  th e  n e w  f r o n t i e r  o f  A m e r i c a n  in d u s t r y .

Corporate Activities

Gruen Industries, Inc. Common Stock Increase

I n  M a r c h  1 9 5 6 ,  s h a r e h o ld e r s  a u t h o r i z e d  a  
c h a n g e  in  n a m e  o f  T h e  G r u e n  W a t c h  C o m p a n y  
t o  G r u e n  In d u s tr ie s ,  In c .  T h e  c h a n g e  w i l l  b e  
in s t i tu t e d  la t e r  th is  y e a r .  P u r p o s e  o f  th e  c h a n g e  
is  to  e s ta b lis h  a n  id e n t i t y  w h ic h  w i l l  b e t te r  d e ­
s c r ib e  th e  e x p a n d in g  in d u s t r ia l ,  d e fe n s e , a n d  
c o n s u m e r  a c t iv i t ie s  o f  y o u r  c o m p a n y .  L in d e r  th e  
n e w  c o r p o r a t e  s t r u c t u r e .  T h e  G r u e n  W a t c h  
C o m p a n y  w i l l  r e ta in  its  id e n t i t y  as  a  d iv is io n ;  
W a t e r m a n  w i l l  b e  l is te d  as  a  s u b s id ia r y .  O t h e r  
d iv is io n s  a n d  s u b s id ia r ie s  w i l l  in c lu d e  m a n u f a c ­
t u r in g ,  c a s in g , a n d  m a r k e t in g  o p e r a t io n s  f o r  
w a tc h e s ;  e n g in e e r in g ,  d e v e lo p m e n t ,  a n d  p r o ­
d u c t io n  f o r  d e fe n s e  a n d  in d u s t r ia l  e q u ip m e n t .

A u t h o r i z a t i o n  o f  6 5 0 , 0 0 0  a d d i t io n a l  s h a re s  o f  
G r u e n  c o m m o n  s to c k  w a s  a p p r o v e d  b y  s h a r e ­
h o ld e r s  o n  M a r c h  1 9 t h  o f  th is  y e a r .  T h is  a c t i n ­
c r e a s e d  t o  1 , 3 0 0 , 0 0 0  s h a r e s  th e  a u t h o r i z e d  
c o m m o n  s to c k  o f  y o u r  c o m p a n y .  A  t o t a l  o f

Dr. Theodore Von Karman and Gmen 
engineering executives



3 9 4 , 9 2 0  s h a re s  a re  c u r r e n t ly  o u ts t a n d in g .  P u r ­
p o s e  o f  th e  in c r e a s e d  a u t h o r iz a t io n  is  t o  m a k e  
a v a i la b le  a n  a d d i t io n a l  s o u rc e  o f  e q u i t y  c a p i ta l  
f o r  use in  s t r e n g th e n in g  y o u r  c o m p a n y  a n d  its  
p r o f i t - m a k i n g  p o t e n t ia l .

New York Marketing Headquarters

A d v e r t is in g ,  m e r c h a n d is in g ,  m a r k e t in g  a n d  f i ­
n a n c e  a c t iv i t ie s  a r e  n o w  lo c a t e d  a t  6 3 0  F i f t h

A v e . ,  R o c k e f e l l e r  C e n t e r ,  N e w  Y o r k .  T h i s  la te  
S p r in g  m o v e  to  th e  m e r c a n t i le  c e n t e r  o f  th e  n a ­
t io n  a n d  th e  je w e l r y  h u b  o f  th e  w o r ld  h a s  f a c i l i ­
t a t e d  in c r e a s e d  e m p h a s is  o n  G r u e n  w a tc h  s a les . 
C o r p o r a t e  h e a d q u a r t e r s  r e m a in  a t  T i m e  H i l l ,  
C in c in n a t i .  S p a c e  v a c a te d  b y  w a tc h  o p e r a t io n s  
th e r e  is  b e in g  u t i l i z e d  b y  d e fe n s e  a n d  in d u s t r ia l  
d iv is io n s .  S h a r e h o ld e r s  a re  c o r d ia l l y  in v i t e d  to  
v is i t  th e  c o m p a n y ’s n e w  o ff ic e s  in  N e w  Y o r k .

4
■

1 F UUflTEHMkL t *V n 11 n IVl
PEN COMPAf 
i tn iPAiu/in■L 1 U 'IrnPlMU,

w
GRUEN WATCH 

MANUFACTURING 
COMPANY, S.A.

GRUEN
WATCH

COMPANY

GRUEN 
NATIONAL 

WATCH CASE 
COMPANY, INC.

GRUEN
APPLIED SCIENCE 

LABORATORIES, 
INC.

GRUEN
WATCH
EXPORT

COMPANY

Illustrative of Gruen s expanded activity during the last 
fiscal year is this chart of subsidiary organizations.
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Consolidated Statement of

Income and Retained Earnings

Gross profit on sales.............................................................

Selling, advertising, administrative, and general expenses

Operating loss......................................................

Other income............................... .......................................

Cash discount allowed, interest, and other expenses....................................

Loss before taxes on income..........................................................

Provision for taxes on income:

Domestic (represents estimated recovery under carry-back provisions). 

Foreign ........................................................................................................

L o s s .................................................

Retained earnings, beginning of year 

Retained earnings, end of year.........

Y E A R  E N D E D  M A R C H  3 1

1 9 6 6

$ 3 ,2 6 2 ,8 6 9

4 ,5 2 7 ,8 5 4

1 ,2 6 4 ,9 8 5

2 5 1 ,0 8 8

1 ,0 1 3 ,8 9 7

3 1 6 ,5 6 6

1 ,3 3 0 ,4 6 3

( 5 9 0 , 7 6 9 )

2 2 6 ,1 0 4

( 3 6 4 , 6 6 5 )

9 6 5 ,7 9 9

8 ,5 1 8 ,2 6 8

$ 7 ,5 5 2 ,4 6 9

19 5 5

$ 2 ,8 3 7 ,2 1 2  

4 ,6 8 6 ,5 6 0  

1 ,8 4 9 ,3 4 8  

13 1,0 7 0  

1 ,7 1 8 ,2 7 8

5 3 3 ,0 9 1

2 ,2 5 1 ,3 6 9

( 1 , 3 6 1 , 8 8 8 )  

2 3 6 ,1 9 3  

( 1 , 1 2 5 , 6 9 5 ) 

1 ,1 2 5 ,6 7 4  

9 ,6 4 3 ,9 4 2  

$ 8 ,5 1 8 ,2 6 8

The accompanying notes are an integral part of the financial statements.

9



I—

1f H E
4 C

Consolidated

MARCH J t

A s s e t s : 1 9  S  6 t 9  e  6

Cash .................... ........................................................................................ . . $  845,419 $ 2,534,784

Notes and accounts receivable, trade, less allowance for doubtful
notes and accounts.............................................................................. . . 4,874,965 5,059,653

Refundable Federal taxes on income resulting from carry-back
provisions, estimated......................................................................... . 599,514 784,098

Inventories, at the lower of cost or market, and in process costs
accumulated under U. S. Government contracts............................. . 4 ,171,050 3,649,985

Claims against the U. S. Government resulting from contract 
terminations, at estimated realizable amounts, less partial 
payment............................................................................................... . 127,766 503,227

Emergency facilities purchased, to be acquired by U. S. Government, , .  — 19,230

CURRENT ASSETS....................................................................................................... . 10 ,618 ,714 12,550,977

Cash surrender value of life insurance....................................................... . 69,725 92,221

Other receivables, less allowance for doubtful accounts........................ . 137,928 173,681

Due from employees under stock purchase plans...................................... . 420,300 6,075

Investments, at cost.................................................................................... . 236,264 136,264

Property, plant, improvements to leased property, and equipment, 
at cost, less allowances for depreciation and amortization: 
1956—$2,734,779; 1 9 5 5 -$ 2 ,5 6 I ,5 3 7 ............................................ . 2,205,342 1,997,074

Prepaid expenses and deferred charges..................................................... . 241,025 158,724

Licenses, patents and trade-marks............................................................ . 30,001 1

$13,959,299 $15 ,115 ,017

The accompanying notes are an integral

10



Balance Sheet

T H E  G R U E N  W A T C H C O M P A N Y

and Subsidiaries

L ia b ilit ie s :

N o te s  p a y a b le , b a n k s ............................................................................... .....................

L o a n s  p a y a b le , fo re ig n  b a n k s ..................................................................................

A c c o u n ts  p a y a b le ........................................................................................... ..................

A c c ru e d  i te m s ........................................................................................................ ...

P ro v is io n  fo r  fo re ig n  ta xe s  on  in c o m e .................................. .............................

C U R R E N T  L I A B I L I T I E S ......................................................................................

N o te s  p a y a b le , b a n k , c o n v e r te d  d u r in g  1 9 5 6  to  s h o rt te rm  n o te  
(c u r r e n t  p o r t io n  o f  1 9 5 5  b a la n c e  in c lu d e d  a b o v e ) ......................

S h a re h o ld e rs ' Equity:

M A

i e s e

$  3 ,2 4 4 ,0 9 3

5 4 3 ,0 4 9

1 ,0 3 7 ,5 8 7

5 2 5 ,8 6 1

2 9 7 ,5 1 4

5 ,6 4 8 ,1 0 4

C H  31

19 5 5

$  3 ,0 5 0 ,0 0 0

3 5 1 ,1 0 2

5 7 7 ,0 7 1

7 6 2 ,2 0 9

2 4 7 ,6 4 1

4 ,9 8 8 ,0 2 3

1 ,3 0 0 ,0 0 0

C a p ita l  s to c k :

P r e fe r r e d  s to c k ,  4 - V i  p e r  c e n t c u m u la t iv e ;  S I 0 0  p a r  v a lu e ;  
a u th o r iz e d  2 5 , 0 0 0  s h ares , issued a n d  o u ts ta n d in g , n o n e

C o m m o n  s to c k , $1 p a r  v a lu e ;  a u th o r iz e d  6 5 0 ,0 0 0  shares; issued  
5 0 5 ,3 3 7 - %  S h a re s , less in  tre a s u ry : 1 9 5 6 — 1 6 6 ,6 1 1  - %  shares;
1 9 5 5 - 1 9 6 , 6 1  1 - %  s h a re s ; o u ts ta n d in g :  1 9 5 6 — 3 3 8 ,7 2 6  
s h are s; 1 9 5 5 — 3 0 8 ,7 2 6  s h a re s ................................... . ....................................... . .  . 3 3 8 ,7 2 6 3 0 8 ,7 2 6

C a p ita l  c o n tr ib u te d  in  excess o f  p a r  v a lu e  fo r  3 0 ,0 0 0  shares  o f  
c o m m o n  s to c k  issued u n d e r  s to ck  p u rc h a s e  p la n .................................... . . . 4 2 0 ,0 0 0 —

R e ta in e d  e a rn in g s , as a n n e x e d ........................................................................................ . . . 7 ,5 5 2 ,4 6 9 8 ,5 1 8 ,2 6 8

$ 1 3 ,9 5 9 ,2 9 9 $ 1 5 ,1 1 5 ,0 1 7

part of the financial statements.



Notes to Consolidated Financial Statements

1 The consolidated statements include the accounts of the Com­
pany and its wholly-owned domestic and foreign subsidiaries.

The difference between the investment in the consolidated 
subsidiaries and the Company's equity in the net assets of such 
subsidiaries, as shown by their books, amounting to $4,176,784 
at March 31, 1956 and $4,253,928 at March 31, 1955, less con­
solidating adjustments of $3,200 and $3,900, respectively, is in­
cluded in consolidation in retained earnings.

2 With respect to the Company's consolidated Swiss and Ca­
nadian subsidiaries, the amounts of net non-current assets have 
been translated into United States currency generally at the 
approximate exchange rates in effect at the lime of acquisition. 
Net current assets have been translated generally at appropriate 
market rates of exchange at the respective dates or at par.

3 It is estimated (based on present laws) that additional foreign 
taxes on transfers to the parent company of the retained earn­
ings of foreign subsidiaries would approximate $181,000 at 
March 31, 1956, and $186,000 at March 31, 1955. The amount 
of United States taxes, if any, which may be payable on such 
transfers is not presently determinable.

No provision has been made in the accompanying financial 
statements for such foreign or United States taxes as may be 
payable if and when the earnings of the foreign subsidiaries are 
distributed to the parent company.

4  The Company has an employment contract with its President, 
which continues until March 31, I960. The contract provides, 
among other things, for options to purchase an aggregate of 
30,000 shares of the common stock of the Company held in its 
treasury, each option having a term of five years from the date 
granted. On February 25, 1955 the Company granted one 
option for 10,000 shares (uncxercised at March 31, 1956) at a 
purchase price of $13.89375 per share. Options for the remain­
ing 20,000 shares shall be granted in varying amounts in 
subsequent years. Only one option may be granted in a single 
fiscal year and only when consolidated net profits reach a speci­
fied amount. In each instance, the purchase price shall be 959£ 
of the fair market price at the date of grant.

5  In March 1956 the shareholders authorized an increase in the 
common capital stock of the Company to 1,300,000 shares. No 
application for the increase has yet been filed with the Secretary 
of State (Ohio),

The Company has reserved, for sale to employees, 45,000

shares of its common capital slock held in treasury, the sales 
price of such shares to be no less than market value at date of 
sale.

6  Certain sales of the Company made in the fiscal years ended 
March 31, 1956 and 1955 under contracts with the U, S. Gov­
ernment are subject to renegotiation. It is the opinion of man­
agement that no refund will be required,

7  No contributions were made to the Gruen Employees’ Savings 
and Profit Sharing Plan during the fiscal years ended March 31, 
1956 and 1955.

8  Depreciation and amortization amounting to $305,002 in 
1956 and $352,189 in 1955 are included in costs and expenses.

9  Event subsequent to balance sheet date;
On April 30, 1956, the Company acquired by an exchange of 

securities, a sixty percent interest in the Waterman Pen Com­
pany Limited, a Canadian Corporation, (hereinafter called 
Waterman).

The agreement pertaining to the acquisition provides, among 
other things, as follows:
(a) For the transfer of 56,194 shares of the Company's common 

capital stock in exchange for 277,174 shares of Waterman’s 
common capital stock.

<h) For the transfer of 500 shares (total outstanding) of com­
mon capital stock of Gruen Watch Company of Canada. 
Ltd. in exchange for 30,000 shares of Waterman's common 
capita! stock.

(e) For the transfer of additional shares (not to exceed 74,051 
in total) of the Company's common capital stock when 
Waterman earns consolidated net income. The number of 
shares transferred in any one year to be determined by 
formula in direct proportion to Waterman's consolidated 
net income for such year.

(d) For Waterman to contract with an underwriter for an 
offering of 68,261 shares of its common capital stock at an 
offering price of $10 per share.

(e) For an option to the Company (may be exercised in whole 
or in part anytime within three years) to purchase 130,742 
additional shares of Waterman’s common capital stock at 
a price of $10 per share. Option permits the Company to 
retain its sixty percent interest after issuance of above 
68,261 shares and 18,900 shares on employee stock options.

L Y B R A ND ,  ROSS BROS.  & M O N T G O M E R Y
C E R T I F I E D  P U B L I C  A C C O U N T A N T S  

CAREW TOWER 

CI NCINNATI 2
To the Board of Directors 
The Gruen Watch Company 
Cincinnati, Ohio
We have examined the consolidated balance sheet of The Gruen Watch Company and subsidiaries as of March 31, 1956 and the 
related consolidated statement of income and retained earnings for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests of the accounting records of the companies and such 
other auditing procedures as we considered necessary in the circumstances. It was not practicable for us to confirm certain accounts 
receivable from United States government departments and agencies as to which we have satisfied ourselves by other auditing 
procedures.

In our opinion, the accompanying consolidated balance sheet and consolidated statement of income and retained earnings present 
fairly the consolidated financial position of The Gruen Watch Company and subsidiaries at March 31, 1956 and the consolidated 
results of their operations for the year then ended, in conformity with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year.
Cincinnati, Ohio L v b r a n d ,  R o s s  B r o s . &  M o n t g o m e r y

June 25, 1956
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Factories and Laboratories

T i m e  H i l l ,  C in c i n n a t i ,  O h io  

N o r w o o d ,  O h io  

R e a d in g .  O h i o

H e m p s te a d ,  L o n g  Is la n d ,  N e w  Y o r k  

P a s a d e n a , C a l i f o r n ia  

B ie n n e ,  S w i t z e r la n d

Sales Offices

N e w  Y o r k .  N e w  Y o r k  

C h ic a g o ,  I l l in o is  

L o s  A n g e le s ,  C a l i f o r n ia  

G e n e v a .  S w i t z e r la n d  

P a r is ,  F r a n c e  

T o r o n t o ,  C a n a d a




