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INTRODUCTION

BY
SIR WALTER LAYTON, CH, CB.E.

MR. PARKINSON has written a book which will well repay
study by all who have the responsibility for looking after
investments, whether they be small capitalists who have
their own modest savings to safeguard, or directors of trust
companies who deal in millions. No one will read this book
without realizing that its author not only possesses a very
wide knowledge of his subject, but is a man of judgment.
Evenin the more technical chapters the book is easily followed
by the reader, largely because the author is himself deeply
interested in his subject, and obviously enjoyed writing
every word of it.

But apart from its technical merits, this book is of interest
because it brings together and sets out clearly and simply
up-to-date methods of critically analysing balance sheets,
establishing the long-range value of various classes of invest-
ment and subjecting securities to new and searching tests.

Two valuable ideas which deserve specially to be under-
lined figure largely in Mr. Parkinson’s exposition: one is the
importance of ascertaining the capital effectively employed
in a business—as distinct from the capital as shown in the
balance sheet—and the other the conclusions that may be
drawn from the trend of earnings—as distinct from the
earnings of a particular yéar—as revealed by statistical
studies over a period of years.

In the course of the argument many old traditions receive
short shrift. Mr. Parkinson, for example, does not hesitate
to expose the weaknesses of the Preference share, particularly
at times of economic instability and wide fluctuations in
prices like the present. Again, he points the moral of the
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viii INTRODUCTION

events of the last few years, which have revealed the danger
which the investor runs by relying on specific security for
Debentures whose value, like that of shares, must depend in
the great majority of cases on earning power.

In such matters as company accounts and Stock Exchange
organization, Mr. Parkinson is a reformgr who is not afraid
of radical solutions. All these things are matters of interest
not merely to the individual investor, but to the nation as
a whole; for it cannot be too often repeated that the process
of investment determines the use to which the resources of

. the community are puf, and that if these resources are
misapplied or wastefully used the whole of Society suffers.

. In short, this book represents the result of several years’
close, personal experience. If it succeeds in stimulating
investors to take a more intelligent and, above all, a more
active interest in the investments which they control, it
will have performed a public service.

' W. T. LAYTON.



AUTHOR'’S PREFACE

IT is regrettable that the science—or art—of investment has
no body or soul of:its own, but is parcelled out among
numerous other professions, including the Law, Accountancy
and “ Tipstercy.” These professions, with interests of their
own, regard investment at best as a stepchild, and at worst
as a mistress. :

The position resembles that which would arise if Music
were merely a joint appanage of physics professors, writers
on counterpoint and form, and sellers of pianos. The lawyer
is interested in the thousand and one details involved in
starting and terminating a company’s existence, and keep-
ing everybody concerned with it either in or out of Court
in the interim. The accountant is a photographer of its
financial operations, who records, but seldom initiates. The
tipster is—well, the tipster.

The real spokesmen for investment—who are supposed
to examine all its phenomena and announce broad and
helpful conclusions—are usually either stockbrokers or out-
side writers. Brokers put in a good deal of hard, painstaking
and thankless work for their clients, but they are interested
chiefly in the buying and selling aspect. Their approach to
the problem, in other words, is purely empirical. Outside
their offices are numerous official and unofficial advisers,
who, with varying degrees of responsibility, put their fol-
lowers on this or that share which takes their fancy.

It is high time that investment assumed an independent
existence, and began to build up its own system of general
principles, based on scientific analysis. The object of the
present work is to discuss certain methods by which statis-
tical analysis and common sense may be brought to bear on
investment problems, and to formulate some of the “laws”

ix



X - PREFACE

of investment which emerge. The treatment is severely
practical. Wherever possible, the illustrations used are
based upon the published figures of well-known companies,
and all the conclusions reached are designed to be of concrete
service to the wayfaring investor and his professional
mentors.

Briefly, the book begins by asking who is the investor.
It proceeds to analyse the merits, as investment media, of
Debentures, Preference shares and Ordinary shares. A
technique for measuring the value of equity shares is sug-
gested, which substitutes an analysis of long-term factors
for the more or less inspired opportynism which usually
costs the investor dear in both good times and bad. Company
accounts are dealt with from the point of view of those who
read them rather than those who compose them. The
section dealing with the duties of directors is concerned less
with. legal questions than with the real nature of the duties
of foremen in the profits factory, and the extent to which
those duties are adequately and faithfully performed. The
chapter on the Stock Exchange takes for granted a know-
ledge of terminology and methods, such as can be obtained
from many excellent textbooks, and concerns itself with the
question of whether the “ House” provides optimum facilities
as a security transfer market at the least possible cost.

The author is indebted to The Financial News for
permission to republish matter which first saw the light
in its columns, and to many friends in the City of London
who found time, in a critical period in the financial affairs
of the nation, to discuss the eternal verities of investment.
1t is, perhaps, needless to add that the writer is unconnected
with any financial group.

H.P.

Lonpon, E.C.4.
July, 1932.
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CHAPTER I

WHO IS THE INVESTOR? ~

A of 1 L a3 to identi of “average investor" —A
sample mvestxgnt.\on of ten luge pany Wide distrib
of holdi and d tages—Size of ge holdi
Dmtnbuuon of holdi of various Overwhelmmg numerical
f small i -Large h ive control
without voting control—Conclusions.

It is appropriate that a book on investment should begin
with the question: Who is the Investor? Writers on subjects
like big game, income-tax, and film stars, have the inestim-
able advantage that everybody knows what they are
talking about. Those who write concerning, for, or at the
investor have a more unenviable task, No one really knows
precisely who the investor is. But everybody takes him for
granted, which is an assumption as unfounded and unfor-
tunate as that, say, of taking Woman for granted.

As the investor is the owner of British industry, and the
ultimate recipient of its earnings, a clear knowledge of who
and what he is, is a desideratum for all who wish to tax,
protect, “educate” or organize him, or to make any contact
with him whatsoever. Such knowledge is equally essential
for the State, which desires to know how a proposed Budget
expedient may affect future revenue; for the Stock Exchange
Committee, debating (possibly) whether or not to endeavour
to reach a larger circle of investors by advertising; for the
stockbroker, who is not averse to enlarging his list of respect-
able clients; for the legislator, the company promoter, the
issuing house, and the financial writer.

When one talks of “the investor,” does one refer to the
Bank of England, the joint-stock banks, the insurance
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F.IMT.A, ACILS. In demy 8vo, cloth gilt, 314 pp. 10s 6d. net.

EDUCATION DEPARTMENT. By Arrzzp E. Ixxx, B.Sc., LL.D. In demy
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64 in. by 9% in,, cloth, 98 pp., with illustrations. 58, net.
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337 pp. 78. 6d. net.
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TEXTILES FOR SALESMEN, By E. Osticx, M.A., L.C.P. In crown 8vo,
cloth gilt, 174 pp. 8. net.

PSYCHOLOGY AS A SALBS FACTOR. ByA.J GzaenLY. Second Edition.
In demy 8vo, cloth gilt, 224 pp. 10s. 84,

MODERN SALES CORRESPONDENCE. By D. M. Wson. In demy 8vo,
cloth gilt, 80 pp. &8 net.

DIRECT MAIL ADVERTISING FOR THE RETAIL TRADER. By H.
DENNETY. In demy 8vo, cloth gilt, 220 pp. 7s. 8d. pet.

COMMERCIAL TRAVELLING, By Acszrt E. Buir. In crown 8vo, cloth
gilt, 174 pp. 85, 6d. net.

TBAINING FOR TBAVELLING SALESMEN. By Franx W. SHRUBSALL.

In crown 8vo, cloth gilt, 80 pp. 2s. 6, net.
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THE BUSINESS MANS GUIDE TO ADVERTISING. By A. E. Bow. In
crown 8vo, cloth, 127 pp. 8s. 6d. net.

ADVERTISING AND 'I‘- SHOPKEEPER. By HaroLo W.Ersv, Incrown
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THE LANGUAGE OF ADV'EBTIS]NG. By J. B. Oppvcks. Size 5} in. by
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ADVERTISEMENT LAY-OUT AND COPY-WRITING, By A. J. Warmns,
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PRACTICAL TYPOGRAPHY AND COPY WRITING. By Coumtney D.
Famruer. In demy 8vo, cloth gilt, 110 pp. bs. net.

BUSINESS LETTER PRACTICE. By B Orpycxs. Fourth Edition. In
demy 8vo, cloth gilt, 602 pp. 7s. 6d. n
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64 pp. 1s, net.
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nophl.;a PUBLICITY., By A. W. Dzan. In crowa 8vo, cloth, 70 pp.
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ADVERTISING THROUGH THE PBESS. By N. Huxtse. In demy 8vo,
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PB.:?‘INL PBBSS PUBLICITY. By A. L. Couyes. In demy 8vo, cloth,
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SHOP FITTINGS AND DISPLAY, By A. E. Hauuonn., In demy 8vo,
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I‘IQK“ AND SHOW CARD DESIGNING. F. A. Pranson. In foolscap,
180 pp. 4to, cloth. 83, 6d. not. By



~20 PITMAN’S BUSINESS HANDBOOKS

PLAIN AND OBNAMENTAX LETTERING. By E.G. Fooxs. Size, 94 in.
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TYPES AND TYPE FACES. (From Modern Admﬂsmg) By C. M
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tion, Revised by E. A. Core. In crown 8vo, cloth, 180 pp. 8s. 6d. net.
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net.

INTBODUL'I‘ION T0 GOMMEBCIAL LAW. By Nozmax A. Wess, B.Sc.

demy 8vo, cloth, 175
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MANUAL OF COMPANY LAW AND PRACTICE. By Lesiiz ManDOCE, of
the Inner Templa and the Midland Circwit, Baryistor-at-Law. 1n demy 8vo,
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F. PortEr Fausset, M.A., Bamnister-ai-Lew,. Second Edition. In crown
8vo, cloth gilt, 216 pp. 4. pet.

NOTES ON BANKRUPTCY LAW. By V. R. AxpzesoN, A.CA. In crown
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SOLIC]TOB’S CLERK’S GUIDE. By Epwarp A. CorE. Revised by Frap
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Colorado College; and HeNry F. HoLTzCLAW, ‘Ph.D., Professor I]
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A MANUAL OF CHARTING, Size 6 in. by 9 in,, cloth gilt, 116 pp. 88, net.

PITMAN’S BOOK OF SYNONYMS AND ANTORYMS. In crown 8vo, cloth,
140 pp. 25, 6d. net.
PITMAN’S OFFICE DESK BOOK. Third Edition. In crown 8vo, 320 pp.,
. 28, 64, net.

MODERN DEBATE PRACTICE. By WaLno O. Wirsorr. In crown 8vo,
cloth, 339 pp. 8. met.

REPORT WRITING. By CartG.Gaun, M.E., and Harorp F.GrAvES, M.A.
In medium 8vo, cloth gilt, 322 pp. 125 6d. net.

THRE ESSENTIALS OF PUBLIC SPEAKING. By W. C. Duross, AM,, LL.B.
In lasge crown 8vo, cloth, 276 pp. 8s. 6d. net.

SPEAKING IN PUBLIC. By Amirigr B. WiLLiausoN, M.A., Associase
Professor of Public Speaking, Washington Square College, Nn York
Unwersity. In medinm 8vo, cloth gilt, 430 pp. 138 net,

HOW TO SPEAK IN PUBLIC. By C. F. Caxe and F. E. Srevens. Second
Edition. - In crawn 8vo, cloth, 128 pp. 8a. éd. net,

DICTIONARY OF THE WORLD’S COMMBBCIAL PBODUC’I‘S. By I. H
Vausrong, F.R.G.S. With French, G
the names of the products. In demy 8vo, cloth, l70pp 58 net. Third
Edition,

RAW MATERIALS OF COMMERCE, Edited by J. H. Vanstons, F.RG.S.
In two volumes, demy 4to, cloth gilt, 763 pp. plete, 408, net.
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COMMERCIAL COMMODITIES, By F. W. MatTHEWS, B.Sc., AL C., F.CS.
In demy 8vo, cloth gilt, 326 pp. 124, 6d. net.

THE COTTON WORLD, Compiled and Edited by J. A. Toop, M.A,, B.L.
In crown 8vo, cloth, 246 pp. 5. net.

FRUIT AND THE FRUIT TRADE. By Forp FArrrorp. In demy 8vo,
cloth, 162 pp. 6s, net.

TEA AND TEA DEALING, By F. W. S, Staveacre. In demy 8vo, cloth
gilt, 150 pp. 7s. 84, net.

THE COC0A AND CHOCOLATE INDUSTRY. By A. W. Knarp, M.Sc,, F.1.C.
In demy Bvo, cloth gilt, 200 pp. 78, 6d. net. Second Edition.

THE FURNTTURE STYLES. By H. E. BINSTEAD. Sue Q}in. by 6} in.,
cloth, 208 pp., illustrated. 103, 8d. net. Second Edi

BUYING AND SELLING A BUSINESS. By A. H. Cosway. In crown 8vo,
cloth, 110 pp. 38s. 6d. net.

HOW TO COLLECT ACCOUNTS BY LETTER. By C. Hannsroro-Swirs,
F.CW.A. In crown 8vo, cloth gilt, 94 pp. 8s.

LETTER WRITING: A GUIDE TO BUSINESS CORRESPONDENCE. By
(l.‘v. KLBucnuu., AC.LS. {(Hons.). In foolscap 8vo, leatherette, 64 pp.
8. Do

LETTERS THAT COLLECT. By Josy Wayre, PhD., and F. R. Orrax,
B.A. In medium 8vo, cloth gilt, 435 pp. 158, net.

HOW T0 GRANT CREDIT. By CuTRBERTGREIG, Secratary, London Associa-
tiom for Protection of Trade, Ltd. In crown Svo, cloth, 102 pp. 8 6d. not.

HOW YO APPEA!. MIAINSI' YOUB RATES, By A. Srawiey Eawzs,
FSI., Rati Borough of Lambeth. In two
volumes, in cmvn 8vo, cloth Vol 1 (without the Metropolis), §s. net.
Vol. II (within the Metropolis), 33, 6d. net.

A HANDBOOK ON WILLS. By A. H. Cosway. In crown Svo, cloth,
123 pp. &s, . net.

TRADERS® RAIL CHARGES UP TO DATE. By J. W.Panxzz, A M Inst.T.
In crown 8vo, cloth, 135 pp. 8. d. net.

GUIDE T0 COUNTY COURT PBOCBDUBB. Being the Seeond Edition of
Ths Traders' Guids to County Cowri Procedurs. By F. H. B. Caarman.
Revised by B. S. Hus, In crown 8vo, cloth, 104 pp. &ﬁ.

NHIBBCIAL ATLAS OF THE WORLD. In crown 4to, cloth, 140 pp.

M‘M‘lb‘l‘l(‘Al ATLAS OF THE WORLD. By J. Srln:nsou. M.A., M.Com.,
In foolscap folio, cloth, 146 pp. 78

l‘llB CABLE AND WIRKLESS COMMUNICAYIONS OF THR WORLD. By
F. ]J. Brown, C.B, CBE, MA, BSc.-(lond). Second Editioa. In
demy&vo.dnﬁlgxlt. 162 pp. o, 6. net.

YHE FUTURE OF EMPIRE TRADE. By J. E. Rav. m.wu;
The Rt. Hon. L. S. Aurry, In crown 8va, paper, 128 pp. 2 net.
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FOREIGN LANGUAGE DICTIONARIES

DICTIONARY OF COMMERCIAL CORRESPONDENCE IN SEVEN LAN.
GUAGES: ENGLISH, FRENCH, GERMAN, SPANISH, ITALIAN, PORTU-
IGZUEGSGE. n:tl.‘n RUSSIAN, Thifd Edition.’ In demy 8vo, cloth, 718 pp.

Ba

ENGLISH-FRENCH AND FRENCH-ENGLISH DIUI'IONABY OF BUSINESS
zVOBDS AND TEBMS. Size 2 in. by 6 in., cloth, rounded corners, 540 pp.

FBENCH-ENGLISH AND BNGLISE-FRENCH COMMERCIAL DICTIONARY

“of the Words and Terms used in By F. W,
SwmiTE. Second Edition. In crown 8vo, cloth, 576 pp. 7% 6d. net.

GERMAN-ENGLISH AND ENGLISH-GERMAN COMMERCIAL DICTIONARY,
] lemxu.. M.A. Second Edition. In crown 8vo, cloth gilt. 992 pp.

A NEW GERMAN-ENGLISH DIGI‘IONABY FOBR GENERAL USE. By
F.C. Heserr and L. HmscH. Iz crown 8vo, cloth gilt, 1769 pp. 168, net.

ENGLISH-GERMARN AND 6ERMAN-ENGLISH DICTIONARY OP BUSINESS
zvor:gf AND TERMS, Size 2 in. by 6 in., rounded corners, 440 pp.,
8.

SPAMSK-ENGLISH AND ENGLISH-SPANISH COMMERCIAL DIOI‘IONABY
o Words and Terma used in By G
MAcnoxum Third Edition. lncrownsvo. cloth gilt. 833 pp. 124, 6. net.

ITALIAN-ENGLISH AND ENGLISH-ITALIAN COMMERCIAL DICTIONARY.
By G. R. MacporaLn. In crown 8vo, cloth gilt, 1180 pp. 80, net.,

BARETTY'S ITALIAN ARD ENGIJSI! nlmonnv. Compiled by Gua-
rizruo Coueratt and J. D. In cloth gilt, VoL I,
796 pp.; Vol. I1, 752 pp. 268, net. (qun )

POB’I'UGUESE-ENGHSH AND BNGHSH-POBTUGUESB COMMERCIAL
Gl'lNABY.ByF.W.Smlnmsvo.dothglt.Mpp

A NEW DICTIONARY OF THE PORTUGUESE AND BNGUSE IANGUAGBS-
Basedonnmnsmptof]uhu(]omet.By Micaastis. in two
volumes, demy 8vo, cloth gilt, Vol. Portuguese-English, 736pp.
Vol. 1I, &:Mmmm 742 pp. Each 218, net. Abridged Edition,

TECHNICAL DICTIONARY OF ENGINEERING AND INDUSTRIAL SCIENCE
IN SEVEN LANGUAGBS—ENGUS% PBENCB, SPANISK‘UI'I‘AHAN

POBTUGUESB, BUSSIAN, ERNEST

Starar, M.LE.E.. ech.E., in wi

com;i:mwh.h mdcxtouch In five vol Each in crown
nckram gilt, £8 8s. net complete.
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PITMAN’S

“ART AND LIFE”
SERIES

GeNERAL EDITOR:

WRIGHT WATTS MILLER, B.A.

Lonpon (FirsT Crass Hons.), M.Ep., MANCHESTER

Lats Campbsll Clarke Scholar, University Colls; a, Londonm,
Lscturer of the Borough Road Colkga and o L.C.C. Litevary
Institutes and the Workers' Educational Association

A new series of popular introductions to literature, the arts, and
other subjects of general interest. The volumes are specially
intended for evening students voluntarily attending the cultural,
non-vocational classes held by the L.C.C. Literary Institutes, the
Workers' Education Association, and the University Extension
Boards, and for all general readers interested in self-culture,
NOW READY

ECONOMICS: THE STUDY OF WEALTH

By A. L. GorpoN Macxay, M.Litt, M.A., M.Econ. gs. net.
BOOKS: AN INTRODUCTION TO READING

By WRIGHT WATTS MILLER, B.A., M.Ed., Manchester.
ART: AN INTRODUCTION TO APPRECIATION

By Ravuonp Coxon, A.R.C.A., Lecturer at the Chelsea School of
4n.
THE FILMS: THE WAY OF THE CINEMA

By AXDREW BUCHANAN.

READY SHORTLY
: A NEW WORLD
By RAYMOND MCGRATH, B.Arch.,, ARLB.A., Decoration Con-
switant to the B.B.C.
THE PLAYHOUSE: A BOOK OF THE THEATRE
BLD Nucmt!loncx. Divecior of the Norwich Players, Madder-

Mhhum!ndo&.ibmmm 5% net.
Sz Isaac Prruan & Sows, L., PARKER St., KINGsway, W.C.a
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COMMON COMMODITIES
AND INDUSTRIES SERIES

In each of the handbooks in this series a pamcular product or mdustry 13

treated by an writer and 1 man of
the life history of the plant or other natural prodnct he follows its develop-
ment until it b Y, and so op th h the vanous

phasesohtssalemthemarketandnu hase by the I
are treated in a similar manner.

Each book in crown 8vo, illustrated. 88, net.

Asbestos Cotton Spinning Perfumery
Bookbindin ()un and  Drugs in Commerce Phomp'ﬁ
Industry, Dyes Platinnm Metals
Books trom tho MS. to  Engraving Pottery
the Bookseller Exploslvos, Modern Ries
Buot and Shoe Indusiry Ferti Rubber
Bread Making l‘uhing lndnstry, The Salt
Brush Makin, Furni Silk
Butter and Cheese Fuu Soap

Button Indugtry, The Gas and Gas Making g onges

Carpets ass rel
Clays Gloveaand the Glove  Stones and Quarries
Clocks and Watchea Trade Sugsr
Cloths and the €loth Gold Sulphur
Trade Goms snd Reains Ten
Clothing Trades Industry Iron and Steel 'l'daguwy, Telephony,
Cosl founding
Coal Tar Jute Textile Blmhlug
Cofee Knftted Fabries Timber
Cold Storage and Ies Lead Tin and the Tin Industry
Leather Tobseeo
Conerete and Reinloreed Linen Weaving
Conerete Locks and Loekmaking Wheat
cuﬂm Mateh Industry Wine snd the Wine
Cordage and Cordage Meat Tr:do
001

Hemp and Fibres Oils Wi
Corn 'l‘mla, The British  Paints and Varnishes  Worsted
Cotton Paper Zine

PITMAN’S SHORTHAND

INVALUABLE FOR ALL BUSINESS AND PROFESSIONAL MEN

The following Calalogues will be sens, post fres, on application—
EDUCATIONAL, TECHNICAL, SHORTHAND, FOREIGN LANGUAGE, AND ART

LoGHEGKED« & Sons, Lrp., Parxzr Sr., Kinasway, W.C2
A ——————




