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REVISER'S PREFACE

CHARLES DUGUID was in several ways a
notable man, as were 80 many of those whom
Lord Northeliffe, then Mr. Alfred Harmsworth,
gathered about him in the early years of this
century. Not the least of his claims to be remem-
bered is as the author of this little book, modestly
conceived and written m the simplest language,
though at the time when it was first published the
author had already made his mark as an expert in
matters of practical finance. That he was right
in thinking that the public asked for a popular
explanation of everyday financial happenings is
shown by the reception that How to Read the Money
Article received. Tt rapidly became known as
something like a standard elementary work on
money matters and has been m steady demand
now for thirty years.

Practically every one of us, in every walk of life,
first has his or her attention drawn to financial
happenings through seeing them recorded in the
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newspapers; from the time when he or she is
grown up the City page—at least the headlines—
is seen daily, or twice daily, for perhaps forty or
fifty years. So it was an eminently practical idea
on the part of the author to make the City notes
the basis of an explanation. Now, as then, probably
not one newspaper reader in a hundred—perhaps
not one in a thousand-—understands what a bill of
exchange is or what * backwardation' means;
then, too, many who know a fair amount ahout
certain stocks and shares are quite unaware of the
real forces that cause higher or lower prices. The
deduction is that a popular book illustrating the
workings of finance can hardly be too simple.

Charles Duguid was born in 1864 and his first
important position in financial journalism was as
assistant editor of The Economist from 1890 to 1892,
Then, for ten years, he was City editor of everning
papexs, of The Pall Mall Gazette from 1893 to 1897
and of the green Westminster (lazette from 1897
to 1902, during which period this book was written.
The first great morning paper with which he was
associated was The Morning Post, of which he was
City editor from 1902 to 1906.

The next fourteen years were the busiest and
the most successful in his career. During the
whole of that period he was City editor of The
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Dazly Mail, which in his time built up its reputa-
tion for financial impartiality ; further, from 1906
to 1911, he was City editor also of The Observer,
and from 1911 to 1920 consulting editor of the
financial section of The Temes. Tt is not surprising,
though it was generally regretted, that after so
much activity he decided in 1920 to leave financial
journalism for the less arduous business of finance.
His career as a City editor had heen unique. He
died in December, 1923,

Thirty years ago the financial articles of even the
best papers were apt to be abysmally dull © indeed,
little attempt was made toemake then interesting.
Charles Thaguid will be remembered as one of the
pioneers of the new journalism which sought to
make everything in the newspaper acceptable
reading matter to the general public. He effected
considerable improvements in this respect, improve-
ments which have since heen carried much farther
Ly the four great papers now remaining of those
with which he was associated, and by many of
their contemporaries.

The reviger, in bringing such a well-lmown beok
as How to Read the Money Article up to date, has
had a rather thorny task, as those with knowledge
of such work will appreciate. He has had to make
hundreds of niinor alterations to suit changed
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conditions and practice, while maintaining the
purpose of preserving the original style and
character of the hook. He has so contrived,
however, that only in three chapters has the
subject matter been altered to any material
extent. F. W H. C

31, MANCHESTER STREET,
Lonpon, W. 1 1931,



PREFACE TO THIS FIRST EDITION

OF course any City Hditor and many other
people could easily have written this little book.
It is based, with kind permission, mainly on a
series of articles the writer contributed to one of
the Newnes weeklies and on certain contributions
to other papers. The modest object of the hook,
even if not sufficiently indicated in its title, is
explained in its opening chapter. Its chief aim
is to enable the uninitiated to cope with the
technicalities of the newspaper City page; but,
here and there, especially in such chapters as those
on “The Writer of the Article,” * Prospectus
Notices,” and ** Company Meetings,” it alse aims
at showing how to read between the lines.

Those who know all about the matter may
possibly deem some of the technicalities explained
trivial and commonyplace, but then, if they know
all about the matter, they will recognise] that these
trivial and commonplace technicalities are just
what puzzle people. The writer has been sorely
tempted to be more exhaustive and profound, in

2
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such chapters as that on ** The Rates of Exchange
Table,” for instance; but, having resisted the
temptation, he hopes the superficiality of the little
book will appeal to those for whom it is written—
those who, having many other things that claim
their attention, are not averse to obtaining
easily a general idea of how to read the money
article. C. D.
Parx Lobpak,

Nuw BarnET,
Herrs; 1901,
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HOW TO READ THE MONEY
ARTICLE

CHAPTER 1

WHY IT SHOULD BE READ

1
r], ) many thousands of newspaper readers the
money article and the City page upon which
it appears is so much wasted space; a dull
jargon of meaningless phrases, to be passed over
in favour of the latest news and police court
intelligence. Tt is the one part of the paper they
never read ; they do not seem to realise that much
care and expenditure are lavished over the financial
intelligence department for their benefit—especially
if they have a little spare money to invest, or
which might be nvested to their profit. They
disregard the money page, though it represents
quite a large proportion of the newspaper for which
they have paid. Indeed. business and economic
affairs have now assumed such wide importance
that the tendency 1s for them to overflow into the
general news columns.
1
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On the other hand, there are those who open
their newspapers first at the City page, and keep
it open there ; which seems to show that some find
use for it. A little observation will disclose that
there are those who closely scan every line of the
City notes, who glance through the rest of the
journal with diminished interest, or, in some
extreme cases, do not glance through it at all,
These people are nowadays to be found not only
among those who go down to the City in motor-cars,
but alse among clergymen. country town shop-
keepers, and others of almost every sort of occu-
pation who have discovered that the science of
money is really supremely interesting. In short,
whereas the literary and news pages of a newspaper
are of some interest to the thousands—they read
them for amusement—the City page is of intense
interest to the few—they read it for their pecuniary
profit.

* What are they all doing ? ” asked a lady of her
husband, as they threaded their way through the
noisy groups of stock-brokers and stock-jobbers in
Throgmorton Street one afternoon. * They are
doing each other,” was the reply. As the lady
had just been to her bank regarding a little invest-
ment, she might have been more usefully interested
in 4 less witty explanation.
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So it is, perhaps, that the majority of readers
regard the City page of a newspaper. But i1t
might always be scanned with considerable interest,
and frequently studied with considerable profit.
Wrapped away in its unsensational columns and
tabular arrangements of figures is often an item of
news which does not find its way inte the other
columns of the journal until afterward—for the
Stock Exchange and the Money Market are in the
habit of receiving their news very early. The
readers of the City notes of a certain evening
paper were assured of the occurrence of the romantic
Jameson  Raid, with its immense political
significance, many hours before the news columns
of all the papers flared forth its details in big type.
That is one instance of interest, and, though the
Jameson Raid occurred a long time ago—at the
end of 1843 to be exact—that does not mean that
the City page has not often exclusive items of
political and general news for its readers even in
these days. The City, indeed, has a remarkalble
knack of anticipating events.

It i3 not the fault of the average newspaper
reader, perhaps, that he does not derive such
interest and such profit from the City news as he
might ; it is his misfortune that because of some
of its technical terms he cannot understand it fully.
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This defect will be remedied, this wrong righted,
it is hoped, i the pages of this little book. It is
sought to define popularly all the technical terms,
to say something explanatory of all the abstruse
allusions which constantly crop up in financial
articles ; there is an attempt to make its drv bones
live ; that not alone the financier and his small
class may take interest, hut also the man in the
street, and the woman at home, for the mutter of
that ; that there may be no monopoly of the gool
things. The game of finance is not so intricate
that only few can understand it: the financial
article is not much more undecipherable to the
uninitiated than the report of a cricket match to
someone who does not know the rules.

If it is not the fault of the general reader that he
cannot understand the technicalities found in the
City notes, it certainly is not the fault of the writer
of them. Because of his subject the writer must be
precise ; he must use the terms of the trade: he
cannot stop at the end of every paragraph to
explain his meaning for the benefit of the amateur
financier.

But the point is that the amateur financier has
become so numerous in the land that it is high time
somebody stopped to show him how to read the
news essential to his financial well-being. With
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the great growth in the number of companies in
recent vears, with the great extension of the
limited Lability system. there are a hundred who
take interest in finance in this generation for every
one who took interest in it fifty years ago: and
to each of these hundred, even if he has only some
savings in National Savings Certificates, or a few
spare pounds in the shares of a hig store, the City
page of his newspaper is of importance, and he will
find it worth while to understand its contents from
heginning to end.

That is why an attempt is here made to explain
it populatly. If the attempt be successful, there
should not remain uncleared a single difficulty to
confuse the reader’s mund. Many questions arise
before the gentle reader who attempts to under-
stand the events recorded in the Citv page in his
daily paper and thus derive the benefit for which
he pays. * Where 1s the money market 1 7 “ How
can money be dear?” “T hold some Gramo-
phones, and a financial paper says they must rise
because of the big ‘ bear * account in them ; how
can this be, seeing that the ‘ bears’ try to lower
prices 7' What are those Treasurv Bills for
which people are tendering ?

“What is contango?” I read that the
carrying-over rate on such and such a stock is
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stiffer at this settlement. What does all that mean?
My mother gets dividends on that stock, but we
never hear from our broker about any carrving-over
rate 77 ““ What is a stag?” " How can 1 find
from the City article in my paper how to invest
£150 that T have put by ¢~

These and other simple questions are easily
answered ; but it has often heen pointed ont to the
writer that they are, none the less, questions well
worth the answering,



CHAPTER II
CENERAL VIEW OF ITS CONTENTS

FOR not much more than a century has the
City article had a place in the newspaper at
all. In the early years of the nineteenth century
it wus found in no newspaper ; now it i1s a promi-
nent feature in nearly all, and its importance seems
to be developing. Some papers now not only
chronicle financial events in London hut pay con-
siderable attention to the doings of Wall Street
and other financial centres abroad. Of course,
Lefore 1825. the newspapers generally published
the prices of the few stocks and shares that were
dealt in: but anything in the nature of a money
and stocks article was supplied by some broker who
was willing to undertake the trouble in considera-
tion of the advertisement derived from the appear-
ance of his name in connection with his contribution.

Some conmercial reports, dealing with various
trades, appear in the papers to-day in much the
samme wav. For instance, reports on business in
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copper, lead, and tin are usually suppled by
Metal Market firms.

But reports as to movements of stocks and
shares never appear now connected with a broker’s
name.  Members of the SBtock Exchange are not
atlowed to advertise. The place of these contri-
butions has been taken by the regular financial
article, which was inaugurated durmg the great
Stock Exchange hoom and subsequent collapse of
1825. At that time the number of new loans and
companies dealt in on the Stock Exchange was
practically deubled, and mining shares were intro-
duced for the first time. The excitement in the
financial world, and the increased importance of
the Stock Exchange, naturally attracted the atten-
tion of the Press, and the regular City article was
conceived and born.

Passing reference only need be made to the
interesting fact that there was actually a financial
paper in existence two hundred years ago, at the
end of the seventeenth century. Tt was called the
Collection for the Improvement of Husbandry and
Trade; it gave a weekly history of commercial
and financial speculation and in one of its issues, in
1694, it was even referring to time bargains. But
the real beginning of the modern financial article
was in 1825,
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Let us look at the City article to-dav. after its
century of growth, that we may read and be able
to digest 1t.

A general view of the Stock Exchange report,
the City article proper. shows it to De divided,
roughly, into departments.  Whatever may be our
favourite newspaper, we shall find its money and
stocks article thus divided, treating of the depart-
ments one after another. The divisions represent
the markets for the various kinds of stocks, just
as 1f in describing the business of Covent Garden
we were to deal consecutively with flowers, plants,
cabbages. and =0 on. Only. jn deserihing the Stock
Iixchange, the report has to do with Government
Stocks, Foreign: Bonds, Home Rails, Foreign Rails,
Industrials. Bubber and Tea, Oils, and Mines.

Most of the big morning papers devote a separate
paragraph to each of these markets ; and, although
in the evening papers there are not as a rule separate
paragraphs for all. it will be found that the order
given, or something very like it, is commonly
observed. Speaking generally, the nearer the
top of the list a stock or share comes, the sounder,
the more stable. the less speculative the security,

A glance at almost any City page will show that
with this review of the markets there is much more
—some comment on financial topics of cwrrent
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interest, the outline of a new company’s prospectus,
a teview of the trade returns of the country, the
figures of the weekly return of the Bank of England,
and so on.  These will ¢laim our attention by and
by i at present it Is interesting to note some of
the general influences which are always affecting
certain of the Stock Exchange departments just
mentioned, influences to which the review 1is
constantly referring.

The first thing with which we have to reckon,
and to which later a chapter is devoted, concerns
money itself. The chief influence which affects
the Money market, which makes the rates that
borrowers have to pay high or low, is the plentiful-
ness or scarcity of available money. It may be
thought by the man in the street, the small in-
vestor, that the condition of the Money market
has little to do with him ; but it i1s a mistake so to
think. Cheap money, or low rates, for instance,
means a high price for his Government stock.
Dear money, or high rates, means, in the long run,
depressed prices all round ; if 1t is due to excessive
speculation, it may develop into a financial panic.
Thus we see why, if the Money market notes are
brief, they are never omitted.

The condition of the Money market, a3 we have
said, depends upon the plentifulness or scarcity
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of available money within the country. Tt may
be very plentiful because trade is dull and manu-
facturers and merchants do not require to keep it
in employment ; it may be scarce, conversely,
Lecause trade is brisk. Tt may also be scarce
because much gold has gone abroad. Gold is
always flowing from and to this country, and some-
times we lose more than is safe. That is why the
Bank return, which shows these movements, is so
closely watched.

1t has just been hinted that the main influence
which is always making itself felt on Government
Stocks is the state of the Money market. Like the
best securities of other countries, they are also
affected by the political constitution of the country,
by considerations of peace and prosperity., Next,
Foreign (fovernment securities are mainly affected,
in the case of European issues, hy international
political relations and by internal prosperity or
poverty. In the case of some of the less sound
Scuth and Central American issues, the bonds are
affected Ly honesty or dishonesty of administra-
tion and by the insurrections which break out
spasmodically in these States, some of which are
nearly always in default.

The main permanent influence in the Railway
market are the weekly traffic returns, which are
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in turn influenced by the trade and the weather.
In the market for South African gold shares the
monthly returns of profits from the mines, together
with the news of the discovery of rich or poor
ore, are the points which sway opinion and are
duly recorded ; in the rubher and tea share market
it is the price obtained for the produce of the trees
that matters ; and so on throughout each depart-
ment of trade and ndustry.

All these items of news make their appearance,
even if in only a line or two, in the City page, and,
though to many readers they may appear common-
place and uninterestipg, in reality they are the
svinbols of the fortunes of millions.



CHAPTER III

THE MARKETS, THE JOBBERS, AND THE BROKERS

H AVING seen that the Stock KExchange report
in the newspaper is split up into divisions,
dealing with the different markets, and that these
markets are affected by certajn dominant influences
to which the article is always referring, it may aid
the uninitiated to a better understanding of the
matter if he thoroughly comprehends why it is thus
divided ; why the Stock Exchange is split up into
markets ; what these markets really are. For the
simple exposition we may take for our text some
words the like of which are seen in the papers every
now and then: - Rubbers remained dull and
uninteresting, with veryv little business passing ;
several jobbers who rame into this market last year
have, we understand, gone back to Industrials.”
Marked and inwardly digested, such a sentence as
this is not only interesting to the small investor,
but it conveys a hint of practical utility.



14 HOW TO READ THE MONEY ARTICLE

There was a time when the Stock Exchange itself
was only one market cut of many. At the end of
the seventeenth century the Stock Exchange, or
rather the company of stock-jobbers and stock-
brokers, asserabled in the Royal Exchange with
mercantile brokers. Old plans of the Royal
Exchange show us the oblong building, with a
statue of the Merry Monarch in the middle, and
the wvarious markets, or “walks” as they were
called, ranged round it. In the north-west corner
of the building there was the Silkmen’s Walk, and
next to it the Clothiers” Walk. Tn the middle, on
the west side of the statue, was the Grocers” and
Druggists’ Walk ; and, also in the middle, on the
other side of the statue, was the  Brokers, ete., of
Stocks Walk.” Thus if anyone wanted to buy
stocks he would pass through the other markets to
the east side of the statue, knowing the exact spot
in the vast Exchange to which to proceed.

So it is on the Stock Exchange to-day. Steck
dealing outgrew the Royal Exchange and eventually,
at the begmning of the nineteenth century, -the
stock-jobbers settled down in an Exchange of their
own -—the Stock Txchange with its principal door in
Capel Court, opposite the Bank of England : the
trianpular Stock Exchange with Bartholomew
Lane for its base, bounded on its north side Ly
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Throgmorton Street and on its south side hy
Threadneedle Street. The many hundreds of
Stock Exchange firms all have their homes more
or less immediately round about the building,
their offices being particularly thickly clustered
in the small area hounded by Throgmorton
Street itself, Broad Street, Moorgate, and London
Wall,

When it was in the Royal Hxchange, the Stock
Exchange consisted of only one market, practically
only British Government securities being dealt in.
Now, as we have seen, there are several great
divisions, consisting of manyemore markets. The
Consol market is there still, with its dealings in
British Government securities ; but many more
markets have been added. :

Till the year 1811 vnly twenty securities—mostly
Home Government securities—were offteially recog-
nised on the Stock Exchange. Karly in that year,
however, were added American securities, and
canals, docks and waterworks, Later in 1811,
dealings began in railways, but it was not till 1845,
at the time of the railway mania, that there was
anything like o Railway market. In 1816 dealings
in Foreign Government funds began on a larger
scale, but the Foreign market was for many years a
separate institution from the Stock Exchange
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altogether. Tn 1825 dealings in Mines and Miscel-
lanecus companies commenced in earnest, and
since then many more departments have heen
added.

These markets are geographically distinet in
the House ; it would be possible to draw a plan of
the Stock Ixchange showing the exact spots where
the various securities are dealt in; and the utility
of this arrangement is clear. When you want to
buy, say, some Randfontein shares. you give the
order to your breker in his office.  He knows that
Randfontein shares arve to he bought in the South
African market, or the Kaffir Circus, as it is collo-
quially called. He goes into the Stock Exchange
and walks direct to the exact spot where stand the
jobbers who deal in Randfontein and other Beuth
African mining shares.

Your broker can thus execute vour order at
once. There is no need for any delay © no need to
seek for some one who mayv happen to want to
sell the Randfontein shares you want to buy.
The jobber is ever ready either to buy or sell, at the
prices which he quotes. He is like the wholesale
warchouse to which the retail shopkeeper (your
broker) goes in the assurance that he can get the
goods you, his client or customer, want.

We thus get some idea of the different functions
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of the hroker and the jobher. There have heen
agitations for the abolition of the johber. as there
have heen agitations for the abolition of the middle-
man warehouseman ; but we can see that hoth are
exceedingly useful. If there were no definite
market for the shares vou wanted to buy or sell,
the Dwoker might experience much delay and
difficulty in executing your order. Even as things
are, he does often encounter consideralle trouble
in buying or selling securities in which there is only
a ‘limited market ”; that is, securities of which
the total amount is small or which do not often
change hands. But the pgint is that there are
distinct markets in the Stock Exchange, and the
Stock Exchange article in the newspaper, by its
divisions, reflects them.

We now see the full meaning of our text, The
jobbers in the rubber share market have nothing
to do; they stand idly in their warehouses, stocked
with rubber shares: no brokers come to them
because the public are sending all their brokers to
luy or sell textile shares or motor shares.  Accord-
ingly some of the jobbers move from the one market
to the other, where they will get more trade.
They actually change their positions in the Stock
Exchange: from beside a certain bench, say, they
go to stand near a certain pillar. The broker who

2
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goes to buy Rubber Trust shares finds some old
faces gone ; the broker who goes to buy Courtanlds
shares finds some new jobbers in that market ready
to supply him.

The practical hint conveyed in such a sentence
ag that which we quoted is that, in the opinion
of those best able to judge, the jobbers. there will
be no activity in the rubber market for some time ;
if you want to gain quick profits, or risk quick
losses, you must turn your attention to that part
of the money article in your newspaper which
deals with industrial shares.



CHATPTER IV
THE MONEY MARKET NOTES

.IT is quite appropriate that a prominent place
in the City page should be given to the article
dealing with the Money market, for, as has been
indicated. the condition of the Money market affects
the position in each of the stock markets; its
influence is over all.

It should be understood that the Money market is
not a distinct market, as the stock markets are.
To find the Kaflir market, for instance, you have
merely to go to one definite spot in the Stock
Exchange ; the Money market extends from the
Bank of England, in Threadneedle Street, through-
out the whole length of Lombard Street, and where-
ever an important bank, discount house, or bill
broker's office is situated.

In the Money market they deal in money as in
Covent Garden they deal in apples. They buy or
sell money in the form of loans, which they want for
a day, or for a week, or to enable them to meet their
engagernents at the Stock Kxchange settlement,
or for a month, or for a longer period. The price
of a loan of £3000 for u week might be £2 17s. 8d.



20 HOW TO READ THE MONEY ARTICLE

that being at the rate of 3%, per annum. Derhaps,
if we look in cur paper, we shall see the Money
market news and rates set out something like this

“ Two of the clearing banks called in funds from
the short-loan market, and consequently money was
a little more usable, 14%, and 139, being charged
for fresh accommeodation over the night.

“Renewals of old dally money were effected at 119,

“ Conditions in the discount market continued
very quiet, there being no active demand for hills.
A few early dates were taken at 2 1-32% and at
2 1-16%,. while the discount rate for these bills
was steady at 2 [-16%,.t0 2 3-329,."

Bank rate . . . 3% 1 2 Months Bills . 244,249
Day to Day Loans . 11 1% 3 Months Billx . 2%, 249,
7 Day Loans . . .29 4 Month= Bills 21, 27%%
Deposits Bank . . 1%, ¢ Months Bills 2,219
" Brokers call .1 3 M'tha Tradre 3, 34%

" ' notice 149, 4 M'ths Trade . 34, 389

& M’ths Trade 31, 49,

Now these Money market notes and rates will
probahly have no meaning for the ordinary reader,
although they deal with a very important depart-
ment of business, and they will need to be explained.
As in every other market, supply and demand are
the dominant influences. If the demand for
money 1s big and its supply small, rates will be
high; if the demand is small and the supply
large, rates will be Jow. As in our example, the
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money notes usually show tlie state ol the supply
and demand and why they are in that state.

When money is borrowed for **short terms,” for a
day or so, or for a week or a fortnight, “ fixtures,”
the borrower has of course to deposit securities. It
may be stock or shares, and the rate he pays for
the money is called the * loan rate.” There is a
great deal of borrowing for longer periods on the
security of bills, which promise that the money
shall be paid in, say, three months, in which case
the rate the borrower pays for the money is called
the " discount rate.”

The money market report will sometimes be
found speaking of * best hills,” or * fine hills,”
or " hest. bank bills 7 ; these terms mean hills in
connection with which no question of the money
bemy fortheoming at the proper time ever arises.
The discount rate on such bills is fixed only m
accordance with the value of the money lent on
the bill: in fixing it the lender makes no charge
fur risk as to his never receiving his money back
aguin ; or as to his only receiving part of it; or
as to any difficulty in getting it at the proper time.
Thus it comes that usually two sets of quotations
are wiven, one for best biils, and a higher vne for
“trade bills.” The former may be 34%, and, in
that case, the discount rate proper is 34%, the
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rate for bank bills backed by houses whose credit
1s unquestionable being taken as the standard.

Various influences affect the money market
with its loan rates and discount rates, and the
moeney notes will be found constantly referring to
these influences. Good trade engenders active
use of money and increases the demand, and it
may cause rates to be high over o lengthy period.
But there are influences of a more ephemeral
nature. The preparation of the Government to
pay the huge amount of interest on its securities
every half-year, or the preparation of the railway
companies to pay their dividends, temporarily lifts
money off the market, so that rates are stiffened ;
when the payments are actually made the market
is flooded with money and rates are eased. Or it
may be found that money has been borrowed in
anticipation of the distribution of dividends, so
that, when it comes, it has not so much effect.

The issue of a hig loan or of a large amount of
railway stock, or the falling due of instalments of
purchase money for them, may temporarily bring
money into strong demand. The payments which
all of us have to make round about quarter-day,
or in Scotland at * term time,” have their effect
upon the money market too,

Then there is an extra demand for money at
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harvest-time, when cash goes from the market
into the country to pay, say, the farm labourers
and trickles hack but slowly. There is an extra
demand at holiday time every year; and for the
Stock Exchange settlement payments twice a
month. Also, about the end of every month
some of the leading banks call in loans, gathering
up as much of the money they control as they
conveniently can, in order to show as large cash
holdings as possible in the monthly statements
which they publish. At least their critics say they
do, and eall it = window dressing ”’ ; sometimes a
banker refers to the subject and declares that his
bank does not do anything of the kind.

But all these influences on the money market
are more or less ephemeral. Money collected to pay
dividends and wages, money distributed in holiday
expenses and so on, returns to the market in a short
time. Much more permanent infiuence on the
market is wrought by shipments of gold to foreign
countries or by the receipt of gold from foreign
countries.  When money mnarket rates abroad are
higher than thev are here, gold in the awbsence
of artificial conditions fluws to the centre where it
can find more profituble employment. That is why
the Continental exchange rates, and money rates,
and the weekly returns of the Bank of France and



24 HOW TO READ THE MONEY ARTICLE

the Reichshank of Germany are watched with keen
interest here ; and especially the American exchange
and the weekly return of the U.S. Federal Reserve
Banks.

Gold tends to go to the United States in
the autumn, when rates are high there because of
the demand for money in connection with the
moving of the huge crops; it also finds profitable
employment there when there is a hoom in Wall
Street. Iverv week the return of the United
States Federal Reserve Banks and the New York
Federal Reserve Bank for the preceding week
will be found analvsed; or. at all events. alluded to,
in the leading London papers. The amount of
the gold reserve and the amount of * legal tender,”
that is, paper moneyv, are important items which
receive close attention : so Is the ™ loans and dis-
counts ' item. which shows how much the bhanks
have lent the public; and so is the °
item, which shows how much the public has at
its command. Above all, because it sums up all,
any increase or decrease in the “ reserve ™ is noted.

But. while the London money market naturally
regards all these foreign bank returns with interest
and respect, it. of course, attaches more nimportance
to our own bank return--the weekly return of the
justly celebrated Bank of England—to glance at
which let us now proceed.

“deposits



CHAPTER V
THE BANK RETURN ANALYSIS

r
111E Bank of KEngland was established in
1694, in the reiyn of William and Mary. Its early
career was chequered and there were times in the
eighteenth century when its continuation was
threatened. In 1720. at the time of the South
Hea Bubble, it actually bid in competition with
the South Sea Company for the taking over of the
National Debt, its offers, fortunately, not being
accepted. In 1797 the strain of the war with
France was such that cash payments had to be
suspended. while even in the nineteenth century
there were three times suspensions of the Bank
Act. Gradually, however, the Bank grew into
the proverbially sound institution that we all know.
As all the banks bank with the Bank of England,
keeping only till money themselves, it may be
regarded for money market purposes as the one
hank of the country; its figures are the figures
of the whole ; hence the importance of the return.
This return is made up to every Wednesday
night, passed Ly the directors at their meeting
every Thursday, immediately placarded on the wall
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of the Bank and analysed in the evening papers
every Thursday, and the morning papers every
Friday. In order to understand their comments
upon 1t let us pass the items briefly and simply
in review. Here is a copy of one of the returns :

ISSUE JEPARTMENT.

Notes Issumld ; Government Debt ... ... £11,M5,100
In Circulation ........ £359,386,483  Other Govt. Recurities .., 232,304,a%34
In Banking Department 56,232,432 ' Other Nerurities ., ....... 11,827,417

MilverCoin ............. 4,462,549

Gold Coin and Bulllon. ... 155,518,065
£415,618,965 £415,618 965
BANKING DEPARTMENT.
Proprietors’ Capital .... £14553.000 ' Govt, Securitles . ... .. ... £44.5360,247
L1 3,719.847 Other Mecuritles :
Public Deposits ........ 21,045,391 Discounts apd Advaneces
Other Deponita: £11.918,677
Bankers .. £61.317,731 Sccurities. ... £22.157 060
Other Accounts - -——— 34,074,746
£34,789,325 Notes .................. 36,232 482
- 96,107,058 Gold and SHver Coin . ... 1,184,362
T-Dray aml other Bills. .. 2143
£136,027,437 £136,027 437

The comments and criticisms upon these figures
in the newspaper financial notes centre mainly
upon the *‘ reserve.” No such item as the reserve
is mentioned in the return. it will be seen, but it
consists of the last two items in the return of the
Banking Department, notes £56,232 482, and gold
and silver coin £1,184 362, so that the reserve.
in the return here taken as an example. is
£57,416,844.

What is this reserve ? Tt 1s all the notes the
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Bank has in its till and all the gold and silver coin.
after it has set aside a proper amount of gold coin
and bullion as a backing for the notes it has issued.
What this proper amount is may be gathered from
a glance at the first part of the return headed
Issue Department. The Bank willingly issues as
many notes as the requirements of commerce
demand, so that the amount of notes issued varies
from week to week. DBut against these notes the
Bank is compelled by law to hold a backing. It
does not do to flend a country with paper money
unrepresented by tangible assets.

Part of the backing consists of an amount which
the Government has for ages owed to the Bank, the
£11,015,100 being a practically unchangeable quan-
tity ; to this are added other Government securities,
£292.894,364, (ther Securities, £11,627,417, and
Silver Coin, £4,462.849. These four items, added
up, come to £260,000,000, which is the amonnt of
what is known as the authorised or fiductary note
issue of the Bank.

The surplus of the actual note 1ssue over the
fiduciary note issue has to Dbe backed by the
setting aside of gold coin and bullion which the
Bank holds. This surplus is the * proper amount,™
to which reference has just been made. After
deducting this amount (in gold coin and hullion)
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from the total of gold bullion, gold and silver-coin
and notes in both Departments, the remainder,
being gold coin, notes and silver coin in the
Banking Department, forms the Bank's reserve,
and the bigger the reserve the stronger, of course,
the position of the Bank.

How is the Bank’s stock of coin and bullion and
its reserve augmented or depleted ! Tt must be
by withdrawuls of gold for abroad, or by receipts of
gold from abroad. Late every afternoon the Bank
issues a statement, placarded on its walls like its
weekly return. showing the amount of gold that
has been withdrawn for foreigm shipment, or
received from abroad, during the day, and generally
whither it has been sent or whence it has come.
The newspapers record these movements and add
them up at the end of the Bank's week.

The total stock of coin and bullien in the
return before us 18 £155,618,965 - £1,184,362 =
£156,803,327. Supposing we compared it with the
total stock in the preceding week we might find
that it showed a decrease of £670,997. We know
from the daily returns that, say, £846,000 has been
withdrawn for export, and so we know that
£175,003 (£846,000 — £670,997) must have been
returned to the Bank from within the country, and
the internal circulation of coin reduced by £175,003.
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That settles the question of the Bank's stock
of coin and hullion ; because only £175.003 in coin
has been returned from internal circulation against
£846,000 in coin and Dullion exported. the stock
is £670,997 lower than in the preceding week.

The reserve, we find by comparisen with the
preceding week, is, say, only £380.932 lower,
because, although the Bank lost £670,997 in coin
and Dullion, its holding of notes was augmented
by £290,045 returned from circulation. We can
find the amount of notes in circulation from the
return although the item is not directly given.
Obviously the difference hetween the amount of
notes issued, £413,618,963, and the amount of notes
retained in the Bank, £56,232,482, is the amount
of notes in circulation throughout the country.

In cur glance at the reserve and what affects it,
we have thus passed in review all the items in the
Issue Department and the last two items on the
assets side in the Banking Department statement.
The general meaning of the items on the lLabilities
side is easily grasped. The proprietor’s capital of
£14,553,000 is, of course, the amount of the Bank
of England stock held by the fortunate stock-
holders, on which they receive dividends according
to the profits which the Bank directors make for
them. The amount of these profits is indieated
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in the next item, Rest. This item, is never allowed
to go below three millions sterling. That three
millions may be regarded as the reserve of the
Banl as regards its stockholders ; the other reserve,
of which we hear so much, is the reserve as regards
the public. But the surplus over three millions
sterling at the end of the half year is treated by
the directors as the amount available for dividend.

We next come to the item of Public Deposits.
This item of £21,645,391 does not by any means
represent the deposits of the public; it represents
mainly the national deposits, that is the money
deposited with the Bank by the Government. It
includes the Exclhequer, Savings Banks, Com-
missioners of National Debt, and Dividend accounts.
It {frequently changes, as the revenue of the
Treasury or other Government departments is
augmented, or as payments are made to Govern-
ment contractors, or as dividends are distributed
on the Funds.

The item which represents the deposits of the
public is the next one. Other Deposits, £96,107,056.
That may he termed, as it often is termed, the
market’s supply of cash. It represents, as shown
in the statement, not only the money deposited
by people who bank directly with the Bank of
England, but also the money deposited by people
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at the other banks, for these banks m their turn
deposit, the money with the Bank of England, the
Bank of England being the bankers’ bank. At
the time of the year when most people pay their
income tax. an impoverishment of the Other
Deposits and a corresponding enrichment of the
Publiec Deposits is naturally shown; the Other
Deposits have their revenge when the dividends
on the War Loan and other Governinent securities
are distributed.

Just as Publie {or Government} Deposits and
Other Deposits are shown on the liabilities side in
the Banking Department return, so are Government
Securities and Other Recurities shown on the assets
side. The item of Other Securities is closely
watched lecause its changes indicate the indebted-
ness of the market to the Bank. When money
is difficult to obfain in the * outside market,”
borrowers often go to the Bank of England, de-
positmg Other Securities for their loans. An in-
crease in the item Other Securities indicates that
the indebtedness to the Bank has been increased
and that money rates are likely to remain high
for a time; a decrease indicates that loans have
been repaid to the Bank and that there is not se
much stringency in the market.

We have now gained some genera] idea of what
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the items of the Bank return mean ; sufficient idea
probably to enable us to follow it intelligently.
though the factors affecting the Bank return are
many and complicated, and the figures of the various
items therefore convey information of only a
general character. But we see how closely each
item is bound up with the poesition in the money
market, and there s nothing very general or
ambiguous about the figures of the reserve, which
are precise and convey a precise meaning.

If the reserve is low and gold is flowing abroad,
the Bank directors are pretty likely to raise the
Bank rate ; if the reserve is high and gold is coming
m or showing no sign of going out, the directors
are pretty likely to lower the Bank rate. Their
decision s practically always made at the Thurs-
day’s meeting when thev examine and publish
the return. The Bank rate is nominally the rate
at which the Bank of England itself will discount
those best three months’ bills ; it is the condition
of the money market expressed in one figure ; it
is the official standard—it 15 often called the
“official minimum "—by which money rates
throughout the country are more or less regulated.

To raise the Bank rate is to raise the price of
money throughout this country, and to attract
gold from foreign centres where the value of money
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is, for the time being, less. Before raising it the
Bank directors endeavour to ensure that the
advanced rate shall be “ effective.” Tt would be
futile to raise the official or nominal standard if
rates all round were low because money all round
was plentiful. To make the Bank rate effective the
directors often borrow in the market, thus denuding
it of its supplies.

To say that to raise the Bank tate is to raise
the price of money throughout the country, is not
tio show in what manner such result is achieved.
The impression is given of a compulsory inerease in
money tates whenever the Bank of England desires
to raise the official intmum, but this is not the
case. The true index of the price of money is the
market rate of discount, which is the rate “which
three months’ bank bills will fetch in the market.

Being the most liquid form of investment, the
banks put a large proportion of their resources into
bills, The funds are obtained from their customers,
current acecount holders and depositors, to the latter
only of which is interest customarily paid. By
agreement—unwritten but understood—the deposit
rute (the rate of interest allowed on deposits at
seven days’ notice) 13 adjusted to rise and fall with
the Bank rate and it follows that where the banks
have to pay more for what they horrow, they will

3



3 HOW TO READ THE MONEY ARTICLE

charge more for what they lend. Advances to
customers and to the stock and hill brokers are
accordingly made dearer and this charge is, where
possible, passed on by brokers to their client
Thus is the market rate of discount increased.

It is an exceedingly oft-recurring topic in finan-
cial articles whether the Bank rate should he
raised or lowered or allowed to remain where it
15, or, in the case of its having been changed.
whether the change was justified. The shrewd
judge can often forecast the decision of the Bank
directors, though, of course. no one can be quite
certain what that decision will be till the notice
is actually posted.



CHAPTER VI
THE RATES OF EXCHANGE TABLE

n
I*JVERY complete City page contains a table
showing exchange rates, which have an impor-
tant hearing on the subject of the money market
which we have just been considering. The table
consists of the names of the principal commercial
centres of the world, with a figure attached to
each— Daris, 123-83; Berlin, 2039 ; New York,
486, and so on. Books might be written, and
indeed have heen written, on this subject of ex-
change ; they might well be exhaustive and con-
sequently most intricate hooks, though it will
suffice here to write a few simple words to give
the ordinary reader some general insight into
the subject, and to give some idea of its im-
portance and its bearing upon every financial
transaction, even upon a simple purchase of stock
or shares. For. although these exchange rates are
published mainly for the information of those who
have to send money to, or receive it from. foreign
countries, they affect a much wider field, To the
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shareholder who has investments in foreign com-
panies, in the Argentine railways, for instance,
the rate of exchange is all-important. For the
receipts of the Argentine railways are in pesos,
though they pay their dividends in pounds.

The figures just given, which are the current
1ates of exchange at the places named at the time
of writing, mean that, for the purpose of sending
money, a sovereign is worth 123-83 French francs,
20-39 (lerman marks, and 4'86 American dollars,
A few days hence a sovereign may be worth only
123'75 French francs. What is the meaning of
the change and what causes it ¢ We know that
sovereigns and francs have a standard value, and
that, when no matter of remitting money hetween
England and France enters into the question, it
takes 124-21 francs to equal a sovereign, that being
the parity value, shown in brackets usually in
the exchange table in our newspaper. This is
an ascertained fixed fact. It is, therefore.
in the matter of the transmission of money that
fluctnations in the exchange rate artse.

Suppose L. of London had to send P. of Paris
the sum of £100 or 12,421 franecs. If there were
no organisation of exchange business, he would
get the money in cash and proceed to send it.
He would have to pack it carefully and pay carriage
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on the package, and also pay for insurance on such
a valuable parcel, hesides losing the interest on
the money while it was in transit. In fact, to send
1t would cost him a good deal more than one penny
in the pound.

Now, on his way to despatch his money, L. meets
his friend Lo.. of London, and learns that Pa., of
Paris, owes him. Lo., the sum of £100 or 12.421
francs. An idea naturally strikes them, Let L.
pay Lo, the sum he owes to P. and let Pa. pay P.
the sum lie owes to Lo. By that means the debts
are settled, no moneyv has to cross the Channel at
all. and the trouble and expense of freightage and
insurance is saved. It is an exchange operation.

Exchange business 1s organised on the simple
principle here exemplified. There are hundreds and
thousands of busmess people in London owing
money to people in Paris, and vice versa ; and the
debts are written down on pieces of paper, called
foreign Lills of exchange. which generally find their
way into the hands of the bill-brokers and banks.
The banks buy such bills from the brokers in order
to acquire balunces in foreign countries. Thus when
L. has to pay £100 or 12,421 francs to P. he need
not rely upon the chance of meeting Lo. He goes
to an exchange bank and buys a bill drawn by the
bank on its balance i the foreign country in
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favour of P. L. sends the bill to P., who with it
collects the money in Paris, and thus no money
has to pass between the two countries.

It is the supply and the demand for these bhills
of exchange which cause the rate of exchange to
fluctuate. If bills are scarce hecause people in
Paris do not owe people in Londen much, the rate
of exchange may he 123-83 ; that is with his £100
L. could only send P. 12383 francs. He has,
therefore, to pay a little more for the hill, remitting
12,421 francs, but not so much more as it would
cost him to send the amount in gold. If there is
not much demand for bills on Paris im London,
then the bankers may quote the rate of exchange
124:50, and L. would obviously have to pay less
instead of more than £100 for the hill representing
12,421 francs which he has to send to P.

It will be understood that all this is mere illus-
tration of principle in a smple and convenient
form. As a matter of fact, in practice, the bulk
of exchange transactions of the kind are settled
in London ; but that does not affect the principle
that is illustrated.

Sometines it happens that bills on Paris are so
very scarce and the demand is so great that the
rate of exchange becomes such as to make it
cheaper to send the gold than to buy a bill to send.
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Or_take the United States. There are often
remarks in financial articles at certain times of the
yvear as to " the exchange moving against us ™
because of our large purchases of wheat. Perhaps,
the authorities argne, American industries may
have hought a lot of rubber and tin on the London
markets dealing in these commodities, and this
may nearly balance matters. They may owe us
as much as we owe them. DBut if we have to pay
the Americans a big balance, the demand for
bills moves the rate of exchange against us, and
when it goes beyond a certain point—ecalled the
*wold point "—it is cheaper for the debtors to
send gold, even paying the carriage. And then,
of course, gold goes.

Thus these little tables in the money article of
rates of exchange between ourselves and various
countries are watched with keen interest, not only
by those who have money to remit, but also by
others. For, i gold is likely to go out of the
vountry in large quantities, the directors of the
Bank of England raise the Bank rate to prevent it
going, or to attract it back again, by making money
dear here; and, if money is dear here, it means
that gilt-edged securities will be sold and that
prices will fall, and that Stock Exchange settle-
wents may be difficult, and that your bank will
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pay a higher rate on your deposit. In fact, the
little table of foreign exchange rates is of more
mterest and importance than ninety-nine people
out of a hundred imagine, even among those to
whom finance is not altogether a closed book.

This is shown even Ity what has been said here,
which has merely touched the fringe of the subject,
an extremely complicated one. Only a simple
example has been taken ; for instance L. might not
buy a bili on Paris, but might draw it himself
payable by himself in London, in which case P.
on receiving it sells it in Paris to people who sell
it again, and it thus would pass through several
hands before being paid finally by L. Then again
exchange operations are not regulated entirely by
the commercial transactions hetween any two
countries themselves, but also by their transactions
with other countries. A merchant sometimes
finds that the cheapest way to remit to Paris is to
buy a bill on Berlin and with it obtain in Berlin a
bill on Paris.

Then again we have taken into account only short
o “sight ” bills ; in the case of, say, three months’
bills, questions of credit and interest come inte
consideration. But by avoiding complications the
attempt is made to give some clear idea of what is
conveved In the term “ rates of exchange,” and
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what is conveyed by their quotation every dav in
the money article.

To some, the figures in the little exchange
tables printed in the money article present initial
difficulties.  For instance, one may know that
“ Paris 123'83 " means that 123'83 French francs
go to an English sovereign, but what is the meaning
of “ Montevideo 394 7 ? There are certainly not
39) Uruguayan dollars to the sovereign.

Weli, it i1z simply a matter of difference in the
method of quotation. The figures given in the
“Course of Exchange,” that is, the table of rates
negotiated here on foreign centres. represent in
the majority of the principal cases the numbers of
standard coins of the country in question—French
francs, German marks. Ttalian lire. and so on---
that are equivalent to one pound sterling, just as
in the table of rates of exchange on London tele-
graphed from the foreign centres. But there are
gome important exceptions to this rule. Uruguay
quotes the number of pence to the peso, and this
method is adopted also in the case of many other
rates, both on "Change and in the table of exchanges
telegraphed from abroad; the values of the
Brazilian milreis, Argentine dollar, Japanese yen,
and Indian tupee are all denoted Ly a pence
quotation in the rates of exchange table,
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Mention of the Indian rupee reminds one of
another difficulty that often puzzles the newspaper
reader, and that is the method used to state lakhs
of rupees. A lakh is 100,000 rupees, so that ten
lakhs is 1,000,000 rupees ; but in order to mark the
number of lakhs the comma is put after the 10, so
that the ten lakhs appear thus—10,00,000.



CHAPTER VII
BULL ACCOUNTS AND BEAR ACCOUNTS

<
I{ REQUENT reference 1s made in financial
articles to those denizens of the Btock
Exchange menagerie, the hull and the bear. We
are always reading, especially in the more technical
market summaries, of bull accounts and of bear
accounts, of weak hulls, of cornered bears, of stale
bulls, of bear raids, of bull campaians, and so on,

It is doubtful, however, whether & great many
people outside the Stock Exchange are quite clear
as to the meaning of these terms. They are used
glibly enough, of course ; even he who has never
experienced the fascination of a Stock Kxchange
transaction in his life, who has never had any money
to invest, will refer with a smile to the bulls and
bears of the Stock Exchange. Nay, further, he
is able to tell you that the bulls are those who buy,
and the bears arve those who sell. He may even
add that the bulls make prices go up, and the bears
make them go down; and if he adds this he is
woefully wrong.
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To put it simply, we should say that the byll is
the speculator who wants certain shares to go up
because he has bought them with the idea of selling
them again. He is a bull of those shares. The
ordinary investor who has bought shares, of course
likes to see them go up, but he does not want to sell
them again; he has bought them not for that
purpose, but in order primarily that he may derive
income from the dividends. He is not a bull in the
ordinary sense.

In most cases the bull has not even paid for the
shares he has bought ; and, moreover, however his
speculation may end, he never will. He buys the
shares with the idea that lefore settlement
arrives he will be able to sell them again at a higher
price ; if he succeeds, instead of having to pay his
broker for the shares on settlement day, which
comes on the Stock Exchange twice a month, his
broker will pay him the difference between the price
at which the shares were bought and the price at
which they were sold ; in receiving this difference
he closes his bull account at a profit.

If the shares do not rise before the settlement
day, the bull will probably get his broker to carry
them over ; he will pay certain expenses, that is in
order to go on longer in the hope that they will rise.
If, after a time, hope deferred makes his heart
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sick, he will sell the shares at a lower price than
that at which he bought them. Tn that case he will
send his broker a cheque for the difference between
the two prices ; he will, in other words, close his
bull account at a loss,

To put the position of the bear in a similar way.
we will say that the bear 1s the speculator who wants
certain shares to go down because, without possess-
ing them, hLe has sold them with the idea of buying
them again at a lower price. He is & bear of such
shares. The ordinary investor who has sold shares
would probably rather see them fall than rise:
he would be chagrined to see that if he had kept
them a little longer he could have sold them at a
higher price. But he does not want to buy them
again ; he bas sold them hecause he possessed them
and wanted to get rid of them. Although he has
sold, he is not a bear.

The lear does not give up the shares he sells,
and. moreover, however his speculation may end,
he never will. e may be able to buy the shares
again before settlement day arrives at a lower price,
and he therenpon merely recetves the difference
from his broker. He can continue to carry over
at the settlement just as the bull did. paying certain
expenses. If the price will not fall, and hope
deferred makes his heart sick. he will buy at a
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higher price than that at which he sold and have to
send his broker a cheque for the difference between
the two prices; he will, in other words, close his
bear account at a loss. ~

Thus we see that a bull is not so much one who
has hought as one who is awaiting an opportunity
to sell ; and that a bear is not so much one who has
sold as one who is awaiting an opportunity to buy.
As prices rise, the bulls come in and sell, and thus
depress them; as prices fall. the bears come in
and huy, and thus support them. So we see how it
is wrong to imagine that bulls make prices go up,
and that bears make them go down:; and we at
once understand that apparently contradictory
jargon in the Stock Exchange news in the news-
papers which tells of the market being depressed
by the existence of a big bull account, and of the
market being supported by the existence of a big
bear account. In the one case a lot of bulls in the
market want to sell ; in the other case a lot of bears
in the market want to buy.

Mention has just been made of expenses which
both bulls and bears have to meet when they want
to carry over their bargains, to continue their
accounts, instead of settling upon settling day.
The bull, of course, ought to find money to pay
for the shares he has bought, but instead of that
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he pays interest on the monev, which is called
“ contango.”  The hear, of course. ought to find
the shares which he has sold, but instead of that
he pays a rate on shares horrowed which is called
 backwardation.” These two terms, which appear
in the Stock Exchange report at practically every
settlement time, often puzzle, but here we get a
general idea of their meaning.

Of course, 1t is true that 2 ** bull campaign,” in
which the most favourable views are circulated as
to the position of the shares, may succeed in
raising their price; and equally true is it that a
“ pear raid,” in which all that is unfavourable is
disseminated, may depress their price. But the
time comes when the  bull campaign " turns into
a ““stale bull account,” that i1s, when the bulls
are anxious to sell, even at a loss, especially when
they are “ weak bulls,” people who have purchased
far more than they can afford to pay for; and the
time comes when the bears find it necessary to
‘“ cover,” that is, to buy back, in fear, the shares
they have sold,

Sometimes, though when the shares are scarce,
and the market easily manipulated, there is a
“ bear corner ’; the bears are unable to obtain
the shares, which are run up to enormous prices.
Probably the most sensational corner on recerd
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took place in New York in 1801, when two rival
railroad groups, bidding against each other, ac-
quired practically all the available stock of the
Northern l'acific Railroad. In one day the stock
soared from 170 to 700, afterward fulling to 325.
The immense losses suffered by the Northern
Pacific bears spread panic throughout the whole
stock market for a time. But such remarkable
events are, of course, altogether exceptional.



CHAPTER VIII
PROSPECTUS NOTICES AND CRITICISMS

r
\' ERY often among the City news in a news-
paper there will be found the notice of the
prospectus of a new company. This notiwe Is
usually colourless ; that is, it expresses no opinion,
merely stuting hald facts culled from the prospectus
itself. It should he most distinetly understood hy
everyhody, although there is ample evidence that
it is not so understoed, that such a notice of
a prospectus is not a recommendation to subseribe
for the shares which are offered.

Your newspaper may be the best of all news-
papers, its (ity notes the ablest of all City notes,
yet the company the issue of whose prospectus it
announces may be the rottenest of all companies.
Beeause it tells you, as the bare prospectus
notice usually does, that with such and such a
capital such and such a company has been formed
to take over such and such a business, that the
purchase price is so much. and that so many shares
are offered for subscription—because it tells you

4
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this, you are not to conclude that it is recommending
the shares for your subscription.

Such a notice merely finds place on the page
in order to direct the attention of the reader
to the advertisement of the prospectus which
appears elsewhere. It is inserted for the henefit
of the advertiser. the promoter of the compuny,
rather than for the benefit of the reader, although,
on the ground that all knowledge is useful, it may
benefit him as well. But if the knowledge con-
veyed by the colourless notice that the prospectus
has leen issued is useful, the knowledge of the
reason of the colourless notice, and that 1t is not a
recommendation, is more useful still.

Sometimes there will be found on the same City
page one of these colourless notices and, on another
part of the page, a criticism of the prospectus as
well. The one is the customary concession to the
advertiser or to the advertising agent : the other
is the expression of the opinion of the paper for
the benefit of the reader. But as a general rule
the great morning papers contain the prospectus
notice alone. There are, as most people are
aware, one or two exceptions, but in most cases
newspapers either avoid prospectus criticisin
entirely, or, at most, append to the notice one
or two more or less perfunctory remarks. Lven
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in the columns of those hold papers which
depuart from the general custom a compuny
prospectus s seldom  subjected to  ocut-spoken
criticism.

Which is the better course to pursue need not be
argued here ; there is something to be said on each
side. [I'roviding it is thoreughly understood by
the reader that his paper seldom, if ever, criticises
a prospectus, be the company never so rotten, and
that the colourless notice is merely to commend the
prospectus advertisement to his attention, and not
to his favourable attention ; if this is understood,
then the abstention from criticism can do little
positive harm.

Nevertheless, it does seem that harm is done
negatively ; that a great opportunity of saving the
investor from the trickery of the promnoter is
wasted Ly the powerful paper which is ready
enough to express its opinion and advice upon
almost every conceivable matter but s company
prospectus.  Moreover, the great paper, in its
silence, ocrasionally cuts a rather absurd figure
when from the columns of some less dignified
contemporary or contemporaries come indisputable
and undisputed disclosures of an utterly con-
demnatory nature as to the flotation of the com-
puny. A case las Deen lnown in which the
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company promoter himself. overwhelmed by the
tirade of criticism, has admitted the hopelessness
of his position—even to the extent of withdrawing
his prospectus: yet all the time a dignified paper
which had published the usnal non-commital notice
was silent.

Where prospectus criticism appears in a news-
paper’s City page, it 15 necessary to know how to
read 1t. Should the merest breath or hint of dis-
approbation appear in one of the great organs which
have been described as never offering criticism,
because, practically speaking they never do, then
that hint is of exceedingly great weight. The
prospectus must indeed be bad to draw an adverse
breath from such a sowrce.

One or twe high-class jowmals, it may Dbe
mentioned, muke a practice of offering restrained
comment on prospectuses for the benefit of the
public, and this the reader should sift and weigh for
himself. Where a prospectus is merely a pretext for
ohtaining money from the public for the benefit of
the promoters, the famous daily paper with which
the authorwas long associated on occasion does goo«d
service to its subscribers by refusing to print it at
all, and at the same time publishmg s warning
against applying for the shares. But this, of
course, can only be done in flagrant cases.
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Some companies whose prospectuses have been
much criticised have turned out remarkably
successful 1 some financial writers are ever carping,
and nothing is more eusy than to carp at a pros-
pectus. Knowing the ways of company promoters
in general, one can forgive a little pessimism ; but
it is preferable not to be misled by it.

Mere general statements that the prospectus
seems to show over-capitalisation ; that the
purchase price seems high, and so on, should not
he given too much weight. To be effective, the
critictsm must back up its statements by demon-
stration. To prove over-capitalisation, it must
show that the profits do not yield a fair return on
the capital, and have no prospect of doing s0; to
prove that the purchase price seems high, it must
point to the amount for which the promoter oh-
tained the business; if these things are lhidden
it can of course point to that fact. Prospectuses
can all be so easily criticised, that, to be worth
anything, a prospectus eriticisin must be incisive,
and based, not on surmise and opinion, but on
demonstrable fact.

One thing it is unwise to forget. The character
of the reception of a new offer of capital in the
City depends very much on the reputation of
the men who make it, and apparently captious
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criticism of a prospectus which in itself seems
excellent may he offered by a newspaper not
without good reason.

While we are talking about prospectuses it will
be useful to say a few words about that kind of
prospectus often seen in the advertisement columns
of the newspaper which has no accompanying forin
of application and is headed by a statement that
the particulars given are “ for information only ™
and must not be taken as an invitation to sub-
seribe for the shares. Usually the company
Issuing such a prospectus is not quite a new one,
and in all cases the whole or a large part of its
capital has Dbeen subscribed already. The
announcement is made in order to obtain per-
mission for Stock Exchange dealings in the shares,
or to get them quoted in the Official List. It is
the company’s introduction to the public, demand-
ing, of course, some indispensable forrualities.



CHAPTER IX
LETTERS OF ALLOTMENT AND REGRET

IN the financial papers and some of their chief
lay contemporaries the little paragraph stating
that letters of allotment have been posted follows
within a few days the paragraph noticing the
prospectus.  This little paragraph, a line or two
in length, shows the effect of the prospectus; it
informs us that the company will proceed to
business ; that the prospectus has not been, at any
rate quite, a frost; that, with the subscriptions
for shares they have received, the directors have
decided to go on with the coneern; that the
subscriptions will not have to be returned because
an insufficient amount has been subscribed on
the prospectus invitation. The letter of allot-
ment, of course, is the document sent to the sub-
scriber by the directors informing him that, in
consideration of his application and the instalment
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he has paid, so many shares in the new company
have been allotted to him.

To the reader of the newspaper who has applied
for shares in the company, the notification may be
superfluous. Before his newspaper comes to hand
he will probably have received the allotment letter
itself. He will, of course, most carefully keep it.
It gives him a valid title to the shares. Tt repre-
sents the share certificate, that is the shares them-
selves so far as they can be represented by paper.
The letter of allotment takes the place of the share
certificate until such time as all payments on the
shares have been made, when the shares are com-
plete. Then the subscriber will receive the share
certificate in exchange for the letter of allotment
and banker’s receipts which it comprises, all of
which he will be called upon to deliver.

Sometimes the newspaper paragraph contains
another couple of words. ** Letters of allotment
and regret in the such and such company have been
posted.” Thus it runs, signifying that with the
allotment letters the directors have had to issue
other notifications expressing their regret to some
applicants that they have been unable to allot them
the shares for which applicatidn has been made.
This implies, of course, that the invitation of the
prospectus has been so acceptable that the number
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of shares offered has been over-substribed, that
there are not enough to go round to all those who
have applied for them.

It is. unfortunately, necessary to point out that
to read such a paragraph in a newspaper aright a
little circumspection and discrimination are neces-
sarv. Tf the company is acknowledged to he a solid
one, with a board of directors composed of well-
known honourable men, we may take the notice that
letters of allotment and regret have been posted to
mean what it implies.  But, if it is 2 company
whose directors have no established reputation to
lose. the significance of such a notice may safely
be neglected altogether,

It should be observed that although the news-
paper makes the statement, it is not one of those
statements for which it takes any responsibility.
It is a formal notification sent by the directors for
publication.  Except for sweet brevity’s sake. all
such paragraphs should really read: =~ We are
mformed by the directors that letters of allotment
and regret have been posted.” Your newspaper
does not know -1t practically never enquires—
whether the addition of those words ** and regret
iz justified.

There is a temptation, to which unscrupulous
directors sometimes succumb, to announce that
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letters of regret have heen posted, because it
obviously implies suecess. and that the value of the
shares should rise. Tt implies that the demand for
them is greater than the supply, and. therefore.
that they are worth more than the issue price. Tt
18 a bait let down for the unwary reader. who,
being misled by the announcement into thinking
there i1s a great demand for the shares. may buy
some at a fictibbous premium which has been
arranged in the market. By this means he may be
relieving the promoters and directors of the com-
pany of worthless shares which they have been
unable to unload by means of the prospectus.

But how, it may be asked, dare the directors of a
company make such a false statement ? The
reply is that the statement. although it gives rise
to false inference, and is false in what it implies, may
not necessarilv be absolutely false in itself. The
directors may salve their consciences by actually
issuing two or three letters of regret. They may
arrange with themselves or with their friends so to
do. Or, among the applicants, they may recogmse
the names of one or two who know too much for
them ; company agitators or others who may
prove troublesome in the chequered career which
they have alreadv dimly mapped out for the
concern.
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Thus they may say without absolute falsity
that letters of regret have been posted. And when
the reader of the money article sees such a state-
ment, he will not, without other evidence, Wlindly
accept it as meaning that the company has heen
launched with every promise of success.

Tt may just have oceurred to some that in issuing
letters of allotment directors have no easy task.
especially when the subscriptions are large. For
instance, elements which may be troublesome or
harmful must. be avoided ; customers of the com-
pany, or those whose interest is likely to be of use
to it, must receive liberal allotments. In the cases
of many big issues of capital made by famous
companies there has been much discontent among
those who have received letters of regret instead of
letters of allotment. Sometimes the oversub-
scription s so large that the directors have to
solve the problem by the bajlot,

Above all things directors generally seek to avoid
in making allotments is the posting of the letters to
the “stag.” He is the stag who applies for the
shares with no intention of keeping them, but
to dispose of them at once at a profit. Direct]y
he receives the allotment. at par, he sells at the
premium quoted in the market and waits for the
settlement for his profit. At times when new
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capital issues are i great demand the professional
stag goes to great pains and employs many in-
genious artifices to secure for himself a generous
slice. IDirectors do not like him, of course:
the ordinary applicant sits tight on his shares, and
thus keeps up their price to the credit of the com-
pany ; the stag sells his shares immediately he
receives the allotment letter. or hefore, and thus
depresses the market.

It was at the time of the railway mania, in 1845,
that stags came nto existence. Their task was
easler then, because it was not the practice, as it is
invariably now, to demand deposit money with
the application. They flourished so exceedingly
that it became the custom of directors to employ
some of the fraternity to advise them as to whom to
avoid in sending allotments—on the principle of
setting a thief to catch a thief. So that in those
days, when investors were. of course, far fewer,
there were not only stags, but also stag-hunters.



CHAPTER X
THE TENDER SYSTEM

T
l\ OW and again a prospectus is noticed in the
newspapers which offers a loan on the tender
system. Such prospectuses are usually those of
Government issues, of Corporation stocks, or of
gas and water stocks, all high-class issues which
in themselves encounter little eriticism and are
practically certain to find a ready market at a
suitable price level. But such issues frequently
meet with the suggestion that they should be
offered to the public at a fixed price, and not
on the tender system, the reason given for this
suggestion being that, while the public will
subscribe for a loan offered in the ordinary way.
it hesitates to involve itself i the intricacies of
tendering.

This is perfectly true ; and it may be added that
for every one who does not understand the tender
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system of issuing loans sufficiently to take an
active part in it there are many more who do not
even understand it sufliciently to take an intelligent
interest in the matter when the anncuncement
appears on the City page.

*“ Tenders are invited by the Norham Water
Board for £250,000 Seven per cent. "C ' ordinary
stock. Minimum price of issue, £120 per £100.
Yielding at that price £5 16s. 8. per cent. The
stock will be allotted to the highest bidders.”
The announcement is usually made in something
like this style, adding where the forms for tenders
to fill up may be obtained and when and where
they are to be handed in. Sometimes brief par-
ticulars of the activities and revenues of the issuing
body are also given.

Now, if this Norham Water Board Lad simply
invited applications for its 79, stock at 120, all
would be plain sailing. The small investor would
judge for himself whether the stock was worth
the price or not ; if he had £240 to invest, he would
send in his application for £200 worth of stock and
await the allotment. But under the tender system
the company does not offer the stock at £120—
it offers it at a minimum of £120 ; it will not take
less, but it will take as much more as the investor
cares to give. Thus, instead of fixing the price,
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it leaves the investor to fix it for himself. He is
in the throes of a quandary. If he tenders at
£122 10s%., he may find that so many other investors
have offered more that lLe gets none of the stock
at all; if he offers £126, ke may find that he
gets all the stock for which he appliet. hut that
many others have got all the stock for which they
applied at £124 10s.

The ordinary compuany seldom issues its shares,
or even its debenture stock, on this tender system ;
but it is still favoured by some of our colonies in
issuing loans and by public boards. The reason
why it is so favoured is obvious. The policy
ariges from the laudable desire to get as much for
the stock as possible. Tt is like offering the stock
by auction with a reserve price ; but it is a blind
auction. No one knows what his competitor is
bidding, and it frequently happens that some poor
unversed investor tenders at a ridiculously high
price, say 135, and. to his great chargin, subse-
quently finds out what a fool he has been. But
such cases are good for the borrowers, and many
of them adhere to the tender systein.

The reader of the Citv page, when he sees an
announcement that tenders are invited for a loan,
ought to remember the syndicates who always
tender. They are formed of expert financiers who
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are able to gauge, from the credit of the issuing
body and from conditions in the money market,
what price ought really to be offered. They are
on practically every loan offered by tender imme-
diately. They usually send in tenders at several
different prices as low as they dare, but still high
enough to ensure their not being completely left
out in the cold, even if the stock goes at a com-
paratively high price.

Sometinmes these svndicates find themselves
utterly outbid, but not often. Their experience
and acumen usually assure them a good deal of
the stock at the lowest possible prices, and they
proceed to unload it at a profit on those who have
tendered unsuccessfully or on those who have not
tendered at all. Many people. indeed. prefer to
buy the stock in the market after the 1ssue has been
completed rather than go through the intricacies
of the tender system.

Well. at a certain hour at the appointed place
the tenders are opened—usually at a bank. Those
of the syndicates especially are not sent in tili the
last moment, to allow of the amplest opportunity
of gauging the state of the money market ; besides,
there is an instalment to be paid with the tender.
Accordingly, in due course some such announce-
ment as this appears in the newspapers : ** Tenders
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for £250.000 Norham Water Board Seven per
Cent. * €7 Ordinary Stock amounted to £1,225,000.
The lowest tender to receive an allotment was
£124 5a., while the average price realised was more
than £125. Allotment letters and unaccepted
tenders have been despatched.”

Does the phrascology of this announcement, so
often seen in the papers, present any difficulty ?
Its meaning is simple. So many people sent in
teruders for the stock. or the symdicates sent in
tenders for such large amounts, that the total of
the tenders was £1,225,000. As there was only
£250.000 to allot, tenders for £975.000 got nothing
at all, and, of course, these were the tenders of
those who applied at the lowest prices. When
the tenders were opened, they were arranged in
order of the price offered. Our inexperienced
friend who offered the much too high price of
£135 got the small amount he wanted; it was
allotted to him with a smile. So did the next
batch of people, who offered, say, £126, and so
on, but, by the time that the tenders at £124 5s.
were reached, it was found that there was not
enough stock left to go round. There was enough
to give them in proportion of what they asked
for. and they got it. That used up all the
stock and the other tenders, below £124 5s., got

]
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nothing at all. The matter may be expressed in
figures thus :
Amount, Amount Yield to

tendercd Price. allotted. Issuing Body.
£ F & £
200 . 135 . 200 . 270
49800 . 126 R 49,800 . 63,748
60,000 . 125 . 60.000 . 75.000
90.000 . 124} . 90,000 . 112,050
200,000 . 1241 . 50,000 . 62,125
250.000 . 124 . Nil . Nil
225,000 . 123} . N Nad
225000 . 123 . Nl . N
125,000 . 122] . Nd o Nil
£1,225,000 . . £250,000 . £313.193

In the case of a real list there would be many
more varying prices. but this suffices as an example.
The line was drawn at £124 5s. for the reason we
have seen. Tenders at that price get twenty-five
per cent. of their applications, all the stock there
was to go round after satisfying the higher tenders.
Tt will be seen that the totul amount obtained by
the company was £313.193, or £13,193 more than
it would have got had the stock been issued
at £120, the minimum price at which it was
announced that tenders would be considered.



CHAPTER XI

REGISTERED AND INSCRIBED STOCK, BONDS TO
BEARER, AND COUPONS

OPI’OHTUI\'TTY may he taken of the mention
of Government, Corporation, and Colonial stock
to say a word about inseribed stock, about
bonds to bearer, and about coupons, which are
mainly related to these high-class investments.

The prospectus of a (overnment loan often
states that the loan will take the form ** either of
inscribed stock or of bonds to bearer.” It shows
that if, because of patriotism or profit, or both,
you have subscribed for some of the lean and accor-
dingly receive a ‘‘scrip certificate ”—which 1is
merely a document showing of what amount you
are the happy possessor—the stock which this serip
certificate represents can be * inscribed ™ as soon
as all the instalments have been paid. Sometimes,
too, it says that the serip certificate can be ex-
changed for bonds to bearer aiter a certain date.

The prospectus may further say that bonds to
bearer will have coupons attached ; that the inscribed
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stock may be exchanged for bonds to bearer;
or that the bonds to bearer may be inscribed,
Inscribed stock, bonds to bearer, and coupons are
often the subject of reference in the City pages of
the newspapers, and therefore they are worthy of
a moment’s clear consideration.

If the stock which you hold is * inscribed ** your
name is inscribed in the books of the Bank of
England or other bank which manages the jssue.
You yourself are provided with a “* stock receipt,”
which is simply an indication that this has been
done and in itself has no moneyv value. It is the
inscription in the books that gives you your title
to the stock.  You may lose all the papers you have
had in connection with the matter ; yet there stands
your name, and you are the holder. TIf yon want
to dispose of inscribed stock, to transfer it to some
one else, formalities are necessary. You must
attend at the Bank to make the transfer, with a
hroker to identify vou, or else you must sign a
power of attorney authorising the broker to transfer
the stock on your behalf,

Generally, inscribed stock may be dealt with in
any amounts. It is not necessary always to deal
in round sums such as £100 worth, or £10, or £1,
worth, as in the case of shares. You may buy or
sell say £29 7s. 1d. worth, or any odd amount, In
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the case of some inscribed stocks the minimum
amount is fixed, inseription of any smaller amount
being refused, so that you cannot buy or sell it.
But generally you are allowed to add small amounts
when you already hold the stock; wvou can, for
instance, add the dividends received on it even to
the odd pence. Inscribed stocks ahnost without
exception are stocks of tiie very highest rank.

In the case of registered securities, which compose
the great mass of DBritish stocks and shares, your
name is entered In the register of holders and you
receive a certificate which has to be produced if you
wish to dispose of vour investment. TIf it is a
registered colomal or corporation stock with which
you wish to part, a special form of transfer is
generally needed.

Bonds to bearer are very different. Koreign
Government stocks are usually represented by these,
and American Railroad bonds also are generally
honds to bearer.  When you hold these bonds your
name is not registered in the books of the (Govern-
ment or of the company any more than your nume
is registered in the hooks of the Bank of England
when you hold one of its five pourd notes. Thus,
if you lose bhonds to bearer, you have not any
inscription in the company’s books to fall back on ;
it is just like losing bank notes.
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If you want to dispose of bonds to bearer the
process is consequently much more simple than if
you want to transfer inscribed stock ; the bonds are
just handed over with very little formality. But
obvicusly bonds to bearer must e dealt in as a
whole, whatever their “denomination” whether
they are £5 bonds, or 850 bonds, or £20 honds.
You eculd not buy or sell a bit torn off to represent
£29 7s. 1d. or any odd amount. Then, of course,
the cheque for interest on your bearer bonds
cannot be sent either to your address or direct to
your banker. The managers of the issue do not
know your address; they do not even know who
holds the bonds, which, being bonds to bearer,
pass from hand to hand. It is in this matter of
payment of interest that the coupon comes in.

Coupons are tickets detachable from these bonds
to hearer and each representing a certain interest
payment.  Suppose the bond 1s a £100 bond, re-
deemable thirty years after issue, bearing 5 per
cent. interest payable half-yearly. Then attached
to the hond when it is new there will be sixty
tickets, each bearing a different date in succession,
showing when each £2 10s., the half-yearly payment,
is due. When the interest date arrives the holder
of the hond will detach the coupon and present it
at the address, which the bond always mdicates,
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where pavment is to be got. Or he will pay it into
his bank like a cheque, and the bank will collect
the money for him.  Notices that conpons on sueh
and such bowds Dearing a certain nwmber or a
certain date will be payable at the offices of Messrs,
So amd Bo, are frequently inserted in the news-
papers by the financial agents of companies part. of
whose capital the bonds represent.

Having obtained a very good idea of what a
coupon is, and also of the meaning of bonds to
bearer and of inseribed stock, it only remains to
remark on a curious blending of the different ideas
expressed by the terms with which we have been
dealing. In some cases bonds, although registered
and thus not transferable except by deed, have
coupens attached which are payable to bearer and
which can be passed from hand to hand. And
again, in the case of some kinds of shares, prin-
cipally American, although the share certificates are
registered in the name of the original holder, yet
they also hear a form showing that they may be
transferred from hand to hband, such transfer
usually being effected by simple delivery after
the original holder has endorsed in blank.

But, though the shares may pass from hand to
hand, the dividend is paid by the company to the
registered holder, and must be collected Ly other
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holders from him ; and le has the voting power in
the company which the shares bestow—in fact,
the company scarcely recognises any helder but
the original one. These registered bonds with
coupons payable to bearer, and these registered
shares which are really bLearer shares, show that
besides inscribed or registered stock and bonds to
bearer, there are various species of cross-breeds
between the two.



CHAPTER XII

REDEMPTION DRAWINGS AND SINKING FUNDS

II\' the City news we frequently meet with
allusions to redeemable stocks. amortisation,
redemption drawings, sinking funds, drawn bonds,
and other terms of the same relationship—for these
are all closely related-—terms which are redolent
of technicality, hut which hecome simple and
interesting on a little explanation.

On trymy to find a suitable investment amid a
number of stocks, one may easily come across a
couple upon which exactly the same rate of mterest
is paid, which afford practically equal security for
the due payment of such interest, and yet are
quoted at widely different prices. At first sight
anomaly suggests itself, but on a little closer
examination it will probably be found that one of
the two stocks, which are otherwise on exactly the
same footing, 1s redeemable, while the other is
irredeemable ; or that onc of them is redeemable
in two or three yvears’ time, while the other is not
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redecemable till many vears hence. This makes all
the difference in the price.

A redeemable stock, of course, is one which will
be paid off ; in which our investment must sooner
or later cease. We shall go on drawing our interest
till the date of redemption. but when that date
arrives our capital will be paid back. However
much we mayv desire to continue. however con-
venient 1t 13 to receive the nice steady income from
the interest payable on a certain day, we shall be
obliged to take our money back and look out for a
fresh investment. Nearly all corporation stocks
are in this redeemable category ; the (overnment
now makes our municipal anthorities pay back
their loans within a certain time.

Irredeemable stocks are. of course, exactly the
opposite. On these the horrower goes on paying
interest for ever. Or, at all events, interest is paid
till the stock can be bought back in the market,
or till terms can he arranged with the holders.
Corporations which long ago issued irredeemable
stocks have sometimes regretted their policy.
Finding they can borrow money at a cheaper rate
than that at which they have to go on paying, they
try to rid themselves of the burden. But, for the
very reason of their improved credit, and even
because of the high rate of interest they undertook
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to pay for ever, the stocks are tightly held. They
cannot afford to buy them back at the high prices
necessary to induce holders to part with them. and
when they propose terms and threaten an endeavour
to enforce them, the holders not unnaturally raise
the charge of confiscation.

But, in the case of redeemable stocks, there is
always going on a process of ° amortisation "—
preparation for the eventual death of the loan.
The corporation, the foreign government, or what-
ever body is the borrower, hesides paying the
interest on the stock, is regularly setting asile a
certaln sum of money to enable it to amortise it—
to buy it back, to pay it off, to redeem it. How
much it is necessary to set aside in order to redeem
the loan In a given time is, of course, a matter of
calenlation. The fund to which such sums are
put until such time ag they are nsed to amortise or
redeem the stock is called a * sinking fund.”

There are various ways in which redeemable stock
or loans may he paid off. One way, of course,
is to allow the sinking fund to accumulate at
interest until as originally arranged. it shall equal
the amount repayable at the due date. Another
way is to use the sinking fund in purchasing back
the stock whenever the state of the market is
advantageous, whenever the price is low. But the
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way of effecting liquidation of debt of which we
most frequently read 1s by means of redemption
drawings.

This process of redemption drawings is especially
common in the case of Forelen Bonds.  When the
bonds are issued, it is announced that so many of
them will be drawn for redemption at a certain
price at certain periods. The borrowing country
determines to apply so much every year, say, to
redeeming the bonds, and there is no better way
of deciding which bonds to redeem than by chance
or lot. It is our old friend the lottery. All the
bonds Lear numbers ; corresponding numbers are
mixed up in a bag or in a lottery wheel, and then
the numbers are drawn until bonds are represented
equal to the amount of amortisation money that
the borrowing body has to use. These bonds are
then " drawn bonds,” a term of which we often
hear. Thewr numbers are advertised, and, if you
hold bonds subject to redemption drawings, it is
necessary to see whether they have been drawn
and ought accordingly to be sent in for repayment.
Your bank will watch the lists for you and will
collect the capital which your drawn bonds
represent.

Thus the holder of bonds in which redemption
drawings take place may find lus investinents
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continued for years, or he may be paid off suddenly
at any of thie drawings. The price at which the
bonds may be paid off, having been drawn, naturally
has constant effect on their market quotation.
Even in the case of a stock redeemable at one
operation several vears lience, the fact of the
gradual approach of the redemption affects the
price, and must be taken into account by the
investor when considering his “ yield.”  For
instance, if a stock is redeemable four or five years
hence at par, as it will be worth 100, no more and
no less, then, it is not likely to move verv wide of
that mark meantime.

Or, say an investor pays 106 now for a stock
which is redeemable fourteen years hence at par;
in counting the interest which it yields him he
must always bear in mind that he is gradually
losing the £6. A stock bearing 79, interest,
bought at 106, would, if irredeemable, yield him
£6 12s. 0d. 9, but, if it were redeemable on the
terms just stated, he would need to set aside a
small sum each year out of his interest if he wished
to make up for the capital loss of £6 which he would
incur on the stock’s redemption. It may seem a
small matter, but these constderations affect both
the market and the purse and should not escape
the investor's attention,
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Sometimes, when the terms of a loan authorise
redemption at any date between, say, 1940 and
1960, the investor has to take into account whether
the borrowers are likely to pay back the money as
soon as they can, or whether they will let the
loan stand for as long as they are allowed to keep
it. Of course, if money is cheap and the borrowers
can therefore borrow cheaply, they will almost
certuinly take the former course. replacing their
more expensive loan by another Lorrowed at a
lower rate of interest ; but, if money is dear, they
will probably retain the money to the latest date
allowed and perhaps thereby effect & saving.



CHAPTER XTII

ABOUT THE LISTS OF PRICES

IT often happens that he who looks at the City
page in his mnewspaper and notes there the
price of a security which he holds and would like
to sell, or of a security which he would like to buy,
is astonished to find that his broker is unahle to
deal at the price given. This may he because the
stock is a rapidly fluctuating one ; or because the
price in the newspaper is nominal ; or because it is
utterly erroneous ; which, because of the system
of obtaining prices for publication, is unfortunately
sometimes the case. But, whatever the cause, the
disappointment of the reader is oft-times keen, his
complaint is sometimes bitter, and it may be worth
while to say something which may shed a little
light on the long lists of prices which form the chief
itemn of a newspaper’s ity news.

One of the sources from which prices are collected
for the City page is the Stock FExchange Daily
Official List. This is issued under the authority
of the Stock Exchange Committee, which is alone
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that go outside are ** awful,”” whatever that may
mean. Certain it i1s that the name of a new
company, with the quotation of its shares, some-
times appears suddenly on the tape, to the surprise
of everybody and to their wonderment as to how it
got there, seeiny that the company has never heen
heard of before.

Quotation amony the tape prices, the reader of
the City page will observe, by no means gives even
that prestige to a security which quotation in the
Official List imparts. On the other kand. quotations
for the shares of some of the biggest and soundest
compantes do not appear either 1n the Official List
or in the newspaper tabulations, which nevertheless
often give the prices of shares of small importance.
The gentle reader should remember that payment
1s often exacted for a newspaper quotation. One
well-known financial paper does not conceal this
practice from the public, but announces that *a
charge is made for the daily quotations of shares in
which there is not generally a free market.”

It should be remembered, too, that the London
Stock lixchange is not the only institution of its
kind in the country, and that the shares of many
noted companies are quoted only at provincial
centres, or at least have a bigger and freer
market in their home towns. Thus Birmingham
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quotations are important where motor shares are
concerned, and, when it comes to textile shares,
Manchester prices must be regarded with great
respect.

In many cases prices are collected for the pur-
poses of publivation not only from the (Mlicial List
and from the tape of the Exchange Telegraph
Company, but from dealers, This is because the
lists which the dealers send out every evening
contain quotations collected at a later hour than
those of the Official Last and represent more
accurately and dehnitely the prices at which
business can be done.

Of course, prices of securities dealt in on the
foreign bourses, such as those of Paris, Berlin and
Vienna, are cabled direct through special agencies
from those centres. Elaborate codes are used to
express the many prices in few figures, especially
in connection with the cabling of New York prices,
which are of special importance because of the
large business in American shares here, business
which is swayed by the tone in New York. If we
overlook differences arising from the adoption of
“sumimer time © here, New York time is some
five lLours behind our time, so that the Wall
Street opening prices arrive when our market is
closing ; consequently a great deal of business in
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international securities is transacted after Stock
Exchange hours.

This brings us to the mention of the term ** street
prices,” which merely means prices collected in the
street Throgmorton Street—from dealers who
linger to do business after the House is closed.
At one period at about the beginning of the
century the obstruction in Throgmorton Street
actually became so great that some members of
the Stock Exchange were arrested and fined, but
the Exchange has seen little of such congestion in
recent years.



CHAPTER X1V
DOUBLE PRICES AND WIDE QUOTATIONS

1& RATHER cruel story was onee told of the
editor of one of the great morning dailies
whose name was at the time in evervhody's mouth.
Upon his appointment he informed the City editor
of the paper that the space allowed him henceforth
must be considerably curtailed. = But how, and
why 2 " askeil the crestfallen City editor. ™ Well,”
replied the new editor-in-chief, * who cares for the
City page ! No one knows what it means. For
instance, what's the meaning of ‘Consols are
quoted 58} 1 77 Now, do you know yourself ¢ 7
The story relates that the City editor, over-
powered by such colossal ighorance, said nothing,
As to belief in the story, one prefers to say nothing
likewise ; but it is conceivable that some people
may not fully understand why the prices given in
the papers ure double prices. When the price of
a thing is marked up in a shop window, only one
price is mentioned ; when the price of a Stock
Exchange security is quoted, two prices are given, :
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Great Western 8913, short for 881883 ; or
Modders 313, short for 3i—3%. It was this
double price that, according to the story, puzzled
the editor-in-chief.

The explanation is very simple. When a price
is quoted in a shop, the thing iz offered for sale
only; but, when a price is quoted in the Stock
Exchange, he who quotes it is prepared either to
sell the security or to buy it. If one were to walk
into a shop and say, *“ I see those gloves ate quoted
at 4s. 6d. iIn your window ; I will gell you this pair
at that price,” the shopkeeper would be rather
astonished ; but if, through your stock-broker, you
go to the stock-jobber in the Stock Exchange and
say, I see you quote Modders at 31 to 33 ; T will
sell you 100 shares at 31, the stock-jobber would
not be astonished at all.

As we have seen in a preceding page, the jobher
is the dealer who is always prepared either to sell
you shares or to buy them from you; when he ig
asked by the broker, acting on your behalf, to make
a price, he does not know whether you want to huy
the shares or to sell them. He therefore considers
his position and quotes two prices, one at which he
will buy and the other at which he will sell.

This is, of course, a more satisfactory method
of doing business than if the jobber were asked
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straight off how much he would give vou for
Modders hecause you wanted to sell them. Having
the knowledge that you wanted to sell he might
be tempted to put down the price against you.
But he makes the price without knowing, giving
vou the quotation at which vou can sell, and the
quotation at which veu can buv. Thus, when a
stock is quoted 8%} 3. it means that vou can sell
it at 89} aor buy it at 89§ : the quotation gives the
selling price anel the buving price. This is the
meaning of the double quotation, as that editor-in-
chief, and evervbody else, ought to know.

In practice. when an investor sees stock quoted
at 8912 and orders his broker to sell. he may
quite likely find that he will get rather more than
891 for his stock, perhaps 893 : conversely, if he
orders his hroker to buy, he will probably have to
pay rather less than 89}, perhaps 893 This is
due to the fact that the quotations which find their
way into the newspapers and the Official Lists
are generally “wider” than those actually quoted
when business is being done. This leads us to the
understanding of the term ** wide prices ” or ** wide
quotations,” often used in financial articles.

In describing the opening of a nervous. crestfallen
Stock Exchange, a report may point out that in a
certain market wide nominal prices were quoted,
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and the price table may show the quotation of the
stock of which we have been talking to be 86—8.
This means that if a person wished to sell he would
get only 86, whereas if he wanted to buy he would
have to pay as much as 88. Such an unusually
wide margin is due to the nervousness which
prevails ; jobbers do not want to commit them-
selves to business without allowing themselves a
good margin of safety.

The johber likes a wide quotation ; the broker,
on his client’s behalf, likes a narrow one. If he had
had an order to sell the stock, the broker might
remonstrate with the jobber who made him such a
wide price as 86—8. He would not have said that
he wanted to sell, and therefore desired a higher
price than 86, Without saying whether he wanted
to buy or sell, he would have demanded a less wide
quotation, The jobber, fearing competition, might
then have guoted 861—71, or 86§—741, or 863—74,
and the narrower the margin became, the better.
obvicusly, the terms for the broker and his client.

In looking through the lists of prices it will be
observed that the quotations of securities which
are very actively dealt in are narrow, while those
of out-of-the-way securities are wide. It is natur-
ally the case that the prices of stocks which,
because of the limited market, cannot easily be
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hought or sold. are less favourable, or wider, than
the prices of those in which the market is free. In
the case of securities difficult to obtain or to get
rid of, and in the case of all securities in the time
of nervousness or panie, the jobber is not willing
to commit himself to deal except at a wide margin.

That margin contains the © jobber’s turn.” or his
profit. Tt would not pay him to spend the day in
huying stock at 87 to sell it at 87 again. In a
nervous market he buvs it at 86 and sells it at,
sy, 88; at ordinary times he is quite content to
seek his profit in buying it at 86% and selling it at
871, often, indeed, being satisfied with a smaller
profit than that. Business between a hroker and
a jobber on the floor of the Stock Kxchange is
carried out by word of moeuth and is recorded at
the time in the * jobbing hooks ~ of the jobher and
the broker. Kvenin an excited market remarkably
few mistakes occur, and then they are the concern
only of the members themselves, since the broker
is bound by the contract with his client recorded
on the contract note he issues when an order is
carried out.

Sometimes the list of quotations gives only one
price, the middle price, in mentioning a security ;
but this is only for abbreviation or convenience.
To quote a stock at 87 gives the reader u fair 1dea
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of the price, but it does not tell him whether he
could sell at 86, at 863, or at 864, or whether, if
buying, he would have to pay 87}, 87}, or 871
If the price 18 defimtely stated at 863-—7%, then
the reader of the article knows the exact limits
of the buying and selling prices. And, moreover,
by the width of the margin he is able to form some
idea of the condition of the market.



CHAPTER XV
EX PIVIDEND. EX RIGHTS, EX NEW, EX ALL

>
\'I ERY often these words or abbreviations of
them are found accompanyving quotations in
the list of prices.  They remind us of Shakespeare’s
seventh stage of man: “ sans teeth, sans eyes,
sans taste, sans evervthing.” There are times
when a stock or share on which a dividend is about
to be paid may be hought without the huver
having any right to that dividend. In which case
the price will be marked in onr money article ex
dividend, or, for brevity’s sake, ex div,, or z. d.,
or even r alone, The abbreviation z. d. so often
appears in the table of quotations that it may be
worth while to obtain an exact idea as to what it
means.

It might be well if all who hold stock when a
dividend is declared on it by the directors were
entitled to that dividend, whether thev sold the
stock 1mmediately afterwards or not. However
that may be, the dividend declaration is not the
dividing line. People may continue to hold the
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stock many days after the declaration of the
dividend, and yet, if they sell it, find themselves
unentitled to the dividend declared. The dividing
line is the declaration in the Stock Exchange that
the stock is ex dividend. He who sells before that
sacrifices the dividend to him who buys, even
though the dividend has been declared before the
transaction. Conversely, of course, he who buys
the stock only the day before it Is quoted ex
dividend will receive the amount distributed ; if
he buys after it is quoted ex dividend, he will not
receive the dividend, although it 1s paid subse-
quently to lis purchase. British Government
stocks are as a rule quoted er dividend about a
month before the interest is actually paid, but we
cannot call them a good example.

Let us take a railway stock, for instance, and
see exactly what happens. Soon after the end of
the year the company announces that its ** transfer
books will be closed ”” on, say January 15, for the
preparation of a dividend. That means that after
that day the company will not transfer stock in its
books—vou may sell the stock you held if you like,
but the company will continue to regard you as
the holder till, having made arrangements for the
dividend distribution, it opens its transfer books
again and registers the buyer of your stock as its
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stockholder instead of you. That is the meaning
of the notice so often seen in the newspapers that
the transfer books of a vertiin company wili be
closed from one date to another.

Well, the railway company having closed its
transfer books, the directors, on February 2, say,
announce the dividend they propose to pay on the
stock. This announcement is not complete till it
is confirmed by the stockholders at the annual
meeting. The directors merely recommend the
dividend ; it is for the stockholders to say whether
it shall be paid. When they have passed the
resolution to that effect at the meeting, say, on
February 16, the dividend is officially declared, and
on the first Stock Exchange settlement day after
that, say, February 23, and not before this settle-
ment day, the stock is quoted ex dividend. The
dividend is not actually paid ; the stockholder does
not receive his dividend-warrant, that is, his cheque,
till, say, February 26.

Now this little mark «. d. which appears against
the price of the stock on February 23 is obviously
of considerable importance. You, a stockholder,
may attend the meeting of the company at which
your directors congratulate you upon receiving
such a satisfactory dividend ; as you were a regis-
tered stockholder of the company when its transfer
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books were closed, the directors will also send you
the dividend, whether you subsequently sell the
stock or not.  But if you sell the stock before it is
marked ex dividend, then, despite the congratu-
lations, and despite the receipt of the cheque made
to your order, the dividend money s not yours:
you have to pay it over, through the hrokers, to
him who has bought the stock.  An application is
very soon sure to remind you of the fact,

It follows, of course, that when a price is quoted
cx dividend it shows a sudden fall equal to the
amount of dividend payable. If the dividend
declared by the railway company is at the rate of
424 then the sum of £2 is payable for the half-year.
If on February 22, therefore, the stock is quoted
160 * cum dividend "—mark the term invariably
used—the next day, February 23, when it 1s quoted
er dividend. 1t will be worth, other things heing
equal, only a fraction over 158, the amount of
the dividend, less tax, having been deducted.
You can sell it on the 22nd for 160 and pay over
the £2 dividend to the buyer, or you can keep the
£2 dividend by selling it after the line is drawn at
158—very nearly the same thing.

It will be easily understood that all through the
half-year, from the moment the stock is quoted
ex dividend, its tendency will be to rise, because



£X DIVIDEND. EX RIGHTS, EX NEW, EX ALL 95

the next dividend distribution comes nearver and
nearer every day. [If no other influences whatever
affect a 49 stock which staads at 158 the moment
it is er dividend, it will stand at 159 at the end of
threc months, because 1%, of the dividend has
accrued.  The City article sometimes speaks of the
~acerued dividend,” and that is the meaning of it.
Without other influences the stock will of course
stand at 160 the day before it is quoted ex dividend,
and ut 1538 again immediately afterwards, the half-
vearly £2 having then been taken off and the stock
heing ex dividend.

Because of the distance between London and
South Africa, and all the communications that have
to pass when a dividend is declared, it happens
that two, or even three months may elapse between
the time a dividend deelaration is made on Kaffir
mining shares and the time when their price is
quoted er dividend. Therefore, as the dividends
on the best Kaffirs are substantial, this matter of
cum or cx dividend is of material importance and
a buyer of Kaflir shares should make sure whether
Le 15 entitled to the dividend or not.

Having made it clear in what way cx dividend
means without dividend, such terms as ex rights,
ex new and ex all, require little or no explanation.
Sometimes shures carry with them the right to an



96 HOW TO READ THE MONEY ARTICLE

allotment of shares in, say, another company—
rights. Sometimes they carry with them the right
to subseribe for new shares in the same company
at a lower price than the market price—new.
Sometimes they carry with them both these privi-
leges and some others—all. If you sell when the
shares are er these privileges, you retamn them,
and get a lower price ; if you sell when the shares
are cum these privileges, you sacrifice them and
get & higher price.

Often you can sell your rights while retaining
the shares that entitle you to them ; you sign a
“ renunciation form 7 which is provided, and hand
it to your broker who obtains you its worth in
cash. That is what is called in financial parlance
“ renunciation of rights™; it would be so called
indeed in other spheres of activity.



CHAPTER XVI
ABOUT SETTLEMENTS

rnN

[_ WICK a month the City articles in our news-
papers contain references to the Stock Ex-
change settlement. In the Stock Exchange,
as in other departments of life, there is a day of
reckoning ; a day upon which stocks hought must
be paid for, and upon which stocks sold must be
delivered. As a general rule there is little ready-
money husiness in the Steck Exchange, although
on occasion huge parcels of Government Stock
have been sold and the money paid within twenty
minutes. Except in the Consol market, all bargains
are settled fortnightly.

When you buy stock, vou do not, as a general
rule, pay for it, and, when vou sell stock, you do
not deliver it till the next settlement. The settling
days occur fortnightly. the exact dates being fixed,
well in advance, by the Stock Exchange Comnittee.
The newspapers usually show, each day, when the
next settlement will occur.  The settlement is often
referred to as the account, and the settlement days
as account days; but this is rather loose. The
account is really the period of about a fortnight

7
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between one settlement and the next. Sometimes,
as when national holidays intervene, there is a
nineteen-day account, and the superstition still
persists that this is unlucky.

There are three operations connected with the
settlement, to which four days are devoted. The
first day is called continuation day, or contango
day, or carrying-over day, because by that day the
broker has to find out whether the client intends
to pay for the stock he has bought, or deliver the
stock he has sold, and thus close the hargain; or
whether he intends to continue or carry over his
bargain by paying that contango rate or hack-
wardation rate mentioned in a preceding chapter.

The second and third days are called ticket days,
or name days, because the tickets have to be passed
in the Stock Exchange bearing the names of those
who have bought and those who have sold the
stocks in order that the transfers can be prepared.
It is a part of the necessary mechanism which
concerns the members of the Stock Exchange and
their clerks only, not the outsider.

The fourth day is pay day; its object is suffi-
clently expressed in its title—it is the real settle-
ment day.

In connection with the settlement. the financial
article frequently refers to the making-up price,
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and the first day of the settlement is sometimes
called making-up day, as well as contimuation day
and contango day. The making-up price of each
stock is fixed by an official of the Stock Exchange
under certain recognised rules; in the case of
certain stocks it is the average price ruling hetween
certain hours on the continuation day ; and, in the
case of others, it is the actual price—the middle
between the buying and the selling—ruling at a
certain fixed moment on the continuation day.

The fixing of making-up prices is necessary, of
course, only for those who are continuing their
bargains. He who has bought stock and does not
wish to pay for it at the settlement has to send
his broker a cheque for the * difference ” if the
making-up price is lower than that at which he
bought ; or he receives a cheque from his broker
if it is higher. Conversely he who has sold stock
and dees not wish to deliver it has to send his
broker a cheque for the difference if the making-up
price is higher than that at which he sold ; or he
receives a cheque from his broker if it is lower.
His broker will arrange to find " takers in”’ who
will lend the money to pay for the stock in the first
case, or ‘“ givers on "’ who will lend the stock for
delivery in the second case. That is where con-
tango rates and backwardation rates come in.
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When a person who has sold stock can neither
deliver it nor arrange thus to carry it over at the
settlement, an official of the Stock Exchange huys
it in formally and openly for the lowest price at
which it is offered, and he who has sold has
of course to hear the expense. We occasionally
read of “ buying-in V' following a settlement and
also of “ gelling-out,”” which is the reverse. Besides
the ordinary settlement, the time of reckoning for
the preat mass of securities, * special settlements
are granted by the Stock Exchange Committee in
certain instances.

Of course, directly one account is ended by the
fortnightly scttlement, another account begins. It
commences at noon on the first settlement day, or
contango day, and the papers begin to talk of
“ dealings for the new account.”

On the fourth settlement day, or pay day, they
sometimes have to talk, alas! of Stock Exchange
failures, for it is, of course, the day of reckoning
that brings cut the weak spots. The unfortunate
member has to admit that he cannot meet his
engagements, and it is the duty of one of the
waiters on receiving instructions from the Com-
mittee te announce the defaulter’s name, having
commanded the silence of the House by striking
three blows with his wooden hammer on his desk.



CHAPTER XVII
THE RETURN OF THE BANKERS CLEARING HOUSE

HE A Bl

l HE return of the Bankers’ Clearing House
for the week cnded October 15 shows that
the amount of bills and cheques cleared was
£793.509,000. This represents a decrease of
£124.780,000 compared with the corresponding
period of the last year.”

A brief paragraph, something like this, is seen
in the evening papers every Thursday. and in
the morning papers every Friday. Tt is wsally
passed over with little concern; but, although,
as a matter of fact, its interest i3 more or less
academie, it 1s a pity to waste it. Let us see what
it really means, and how it can be applied.

The return is issued on Thursday always, about
the same time as the return of the Bank of England,
each being made up to Wednesday night. It s
perhaps a pity that the Bank week i3 not made to
end with Saturday like the ordinary week, but the
same may Dhe said of the national financial year,
which tinishes in April instead of in December.

To put it briefly, and at the same time to convey
some idea of its importance, it may at ouce be
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stated that this Bankers’ Clearing House return,
this £783,509,000, is the sum total of the payments
of the people by cheque and bill during the week.
You give a bill, payable in three months, to the
wholesale house for goods supplied ; you receive
a cheque from your customer in payment of goods
sold to him ; you send a cheque for a guinea to
your local charity—in each case the amount goes
through the Bankers’ Clearing House. Why ?

Well, of course, the respective banks of the whole-
sale house and of the Jocal charity will come upen
your bank for the money; and when you have
banked the cheque received from your customer,
your bank will come upon his bank for the money,
Multiply by millions—for you are not the only
person. in the kingdom—and you see a picture of
every bank presenting many bills and cheques on
every other bank in order to get payment,

Now, if you owe a friend £5, and he owes you
£10, it would be absurd for him to come to your
house and pay his debt, and for you simultanecusly
to go te his house to pay him yours, It would save
time and trouble if both met at some convenient
place half way, and he paid you £5, thus settling
matters. That is the principle of the Bankers’
Clearing House. There officials from each of the
banks meet and hand in lists showing what each



RETURN OF BANKERS' CLEARING-HOUSE 103

bank owes to, and what it has to receive from,
the other lanks ; the lists are set off against each
other, and those banks which have to receive a
balance are given a cheque, by those who have to
pay it, on the Bank of England, where every bank
keeps an account.

The principle of settling a great many cross
transactions by one is so simple that it must have
been obvious for all time. As & matter of fact the
Bankers’ Clearing House was established in 1775,
for the use of a few City bankers. In 1854 the
joint stock banks were admitted as members. Tn
1859, mainly through the exertions of [Lord
Avebury, then Sir John Lubbock, a system of
country bank clearing was instituted. The Bank
of England did not join in the circle until 1564,

Practically all the banks enjov the facilities of
the clearing, for, although they are not all memhers
of the Clearing House, those that are not take for
their agents those that are, and thus get their
cheques and bills passed through in that way, The
system facilitates business so much that there have
been established local hankers' clearing houses in
Manchester, Liverpool, Birmingham, Newcastls,
Bristol, and other important provincial centres.
Like that of the London Bankers' Clearing House,
the returns of the provincial ¢learing houses appear
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in the morning papers on Fridays. It may be con-
veniently mentioned, too, while we are discussing
this matter, that there is a clearing house for
stocks and shares in the Stock Exchange.

In the great Bankers’ Clearing House, just off
Lombard Street, to which our next paragraph refers,
clearings occur three times a day, at 10.30 for
bills, at noon for country cheques, and at 2.30
for bills and cheques. The amounts involved are,
of course, stupendous. The figure for the week to
which we have referred is £793,509,000. This is
about £120,000,000 sterling every day, even if we
include Sundays. Of course, to transact such a
volume of business would be impossible but for
the aid of the Bankers’ Clearing House.

Thus the bank clearings paragraph in the news-
paper on Friday morning is not so uninteresting
after all. But its great value lies in its indication
of whether trade is active or inactive, whether it
is falling off or improving. If heavy payments
are being made, it is a pretty sure sign that trade
s good. The Bankers’ Clearing House return is
one of the four great indicators of the state of
trade—the other three are the Board of Trade
returns ; the railway traffic returns; and the
weekly labour statistics, showing the number of
insured persons out of work.



CHAPTER XVIII
THE BOARD OF TRADE RETURNS

r

\\ HERE is the ordinary newspaper, with soul
s0 dead, that does not, month after month,
make some reference in its City page, or even in
its main news page, to the returns showing the
extent of our foreign commerce issued by our
Board of Trade 7 To these returns brief reference
has just been made, becaunse, with the Bankers'
Clearing House returns, the railway traffic returns,
and the labour statistics, they form the index
of our national prosperity. These foreign trade
returns are issued by the Board of Trade in the
second week of each month, and then 1t 1s that our
newspapers 11[1&11}'5(3 Hlem. or at le-’iEt sunlmal‘ise
them, Tosuch an extent does this analysis explain
itself, that little need be said in explanation; vet
there i3 a remark or two worthy of making.

What. for instance, are usuully called the re-
exports are, it should be distinetly understood, the
goods we sell to foreign customers after having
hought them from foreign suppliers. Thev are
woods transhipped ; it is a form of trade in which
we play the part of the mere middleman. As
distinet from these, the exports proper are. of
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course, the goods with which we supply our foreign
customers, having made them, or produced them,
ourselves ; say, coal or iron, or manufactured
cotton mn the form of sheets. The imports, of
course, are the goods which we buy from foreign
suppliers, always including Colonial suppliers, for
our own consumption ; say, tea and raw cotton.
Tle returns are collated from the return which the
individual import and export merchant and shipper
has to make to the Government official regarding
eacl transaction.

In virtually all cases both the quantity and the
value of the various kinds of goods imported, ex-
ported, or re-exported—the three classes of foreign
trade—are given in the returns. In analysing them
for the public, however, the newspaper frequently
refers to the value only. This may serve all prac-
tical purposes, but the reader should remember
that there is such a thing as quantity as well. For
instance, our imports of grain and flour in October,
1930, were £6,878,398, less by £4,123,345 than our
imports of grain and flour in 1929, That did not
mean that we imported a very much smaller
quantity, but we paid less for our grain and flour
because they were cheaper. When he is given a
string of values only, the reader should bear in
mind the question of quantity, lest he forget.
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It may be said by the careless that these points
and these big figures are of little practical use to
the man in the street, but if the news s worth
reading at all it is worth reading with intelligence
and with interest. “If we make ourselves too
little for the sphere of our duty,” said Burke in a
remarkable passage, which the premier financial
journal, The Economist, has taken for its motto,
**if, on the contrary, we do not stretch and expand
our minds to the compass of the object. be well
assured that everything about uws will dwindle
by degrees, until at length our concerns are shrunk
to the dimensions of our minds.”

Besides, the idea that the Board of Trade returns
—they are usually dignified with that title, although
the Board of Trade makes returns other than those
relating to our foreign commerce—the idea that
these Board of Trade returns are only of academic
interest is the idea only of the unversed. In the
first place. the prosperity of our country and of
every individual in it is based upon our commerce ;
in the next place, these commercial returns are
of the utmost practical use to those engaged in the
various departments of trade with which they deal ;
and, in the third place. even the man in the street,
much more the investor, may find a good deal of
direct use to him in the fizures and their analysis.
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He may rest assured that the market on the
Stock Hxchange in which his textile shares are
dealt in will sooner or later show the effect of good
or bad trade returns, for if our exports of cotton
and woollen goods have been bad, it must have
been bad alse for the cotton and woollen industries
in Lancashire and Yorkshire. He need not concern
himself closely with the big figures of our food
imports, unless to wonder whether or not our
country is making or losing money. It will be
noticed In the trade returns that the cost of our
imports is always very much bigger than what we
get for our exports ; but then our national income
is not measured altogether by the extent of our
export trade, though our exports, of course, are
very important to us indeed, otherwise, we should
have long ago been bankrupt.

The balance between the imports and exports
is made up, nearly made up, or more than made up
by what are known as the “ invisible exports.”
There are very big items of national income, such
as the earnings of our shipping and the retarn on
money invested abroad, which find no place in
the Board of Trade returns. Expert statisticians
are always trying to find out how much these
unrecorded incomings amount to.



CHAPTER XIX
THE RAILWAY TRAFFIC RETURNS

1
bOON after the end of every vear your paper
begins to announce the final dividends pro-
posed by the directors of the great British
railway companies; then, shortly after that it
summarises and analyses the reports issued to the
stockholders ; and soon after that the proceedings
at the meetings of the companies are chronicled,
and the railway vear 1s finished with. At least
it is done with as far as the news is concerned ;
to the railway stockholder there remains the not
unimportant function of receiving his dividend
warrant.

But week by week throughout the year there
appear in the newspapers the figures of the traflic
returns, the traffic receipts, of the railway com-
panies. The reader must rely solely on the pub-
lished statements for these, as he must for the
dividend announcements. Even to the stock-
holder there 1s no direct communication from the
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company as to these; the companies content
themselves with issuing to the stockholder the yearly
report and inviting him to the yearly reeting to
discuss the affairs of the company ; in the old days
some of them maintained the cowrtecus practice
of allowing him his fare thither. The dividend
announcements, which precede the issue of the
reports, are communicated to the Press and the
Stock Exchange alone, as also are the weekly
traffic returns, the latter through the medium of
the humble post-card, printed on the back with
a form which is duly filled in by an official of the
company.

These post-cards show the receipts of the com-
pany for the week from the carriage of passengers,
parcels, and mails—often called the coaching
traflic—and from the carriage of general mer-
chandise, and coal and coke—usually called the
goods traffic. They also show how the receipts
of the week In question compare with those, not
of the preceding week. but of the corresponding
weelk of the previous year. Further, they show
the aggregate receipts of all the weeks of the
year to date, and make comparison with the total
of the corresponding weeks of the previous year.

Of course, the newspaper loses no time in con-
veying to its readers the information thus received
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on the post-cards. It usually tabulates the returns
80 as to present them to the reader in convenient
form ; and the traffic return tables appear in the
money page of the evening papers every Wednesday
and of the morning papers every Thursday. The
ordinary newspaper usually gives only the total
receipts for the week, with the corresponding
figures for last year and the aggregate figures, but
the financial papers split up the receipts into their
respective groups. They show the suins received
for the carriage of passengers, parcels, and mails ;
general merchandise ; and coal and coke. The
statistics often have an immediate effect on the
prices of stocks in the railway market of the Stock
Exchange.

How shall we read these returns ? The natural
assumption is that all 18 well if the company in
which we are interested keeps on showing increases,
but this is by no means a fixed rule. In the first
place, it must be recoonised that the weekly figures
are only estimates, rough estimates indeed. It is
not possible for such gigantic concerns to furnish
exact figures so soon after the expiry of the week
to which they refer ; and when the report for the
year comes to be issued a considerable discrep-
ancy is often disclosed between its andited figures
and the figures of the weekly returns, But the
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weekly figures are at least approximate; they
always show the tendency.

What must chiefly be remembered in reading
these weekly figures is that they tell only half the
story of the result of the railway’s working. To
tell the other half they would have to disclose
the expenditure, which they never do. There was
a time, long before the consolidation of the railway
systems into four great groups, when two or three
of the companies used to publish monthly revenue
statements, showing not only the receipts, but also
the expenditure, and consequently the net revenue,
or profit ; hut those times are past. Nevertheless
the big American railroads publish their net
earnings figures weekly, and it is frequently urged
that our raillways should do se also.

Now, whatever we may think about this, the
weekly traffic returns show receipts only, and
though these may display increase after increase,
we may discover at the end of the year that this
increase has been eaten up by a corresponding
increase in expenses. Fortunately, it is not very
difficult to form a rough idea at any time as to
whether railway working expenses are higher or
Jlower than the year before, the expenses being
confined mainly to the three things—wages, coal,
and material ; and references to such matters is
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frequently made in the newspapers. They are
factors which must always be considered in a study
of the weekly traffic returns.

Tt has been sald that these returns distinguish
hetween receipts from passengers and receipts from
uoods, the latter in most cases being the larger
item.  But it is an important fact, to which re-
ference is seldom made, that an increase in passen-
gers 18, as a rule, of greater advantage to the
stockholder than an increase in goods. A mmoment’s
consideration will show why. Passenger trains
have to he run full or empty and the same expense
incurred.  Passengers, unlike goods, move them-
sefves at terminals or stations. An increase of
goods means more labour, more wear and tear,
more expense. An increase of passengers may
mean very little of either. But, of course, any
increase of goods is weleome, and the goods receipts
are the better indication of the condition of the
trade of the country.

(f course the returns of each raillway are affected
by the characteristics of the district which it serves.
The Southern Railway. for instance, depends
largely on general passengers. Continental and
holiday traffic : what are called the heavy lines,
like the London, Midland & S8cottish and the
London & North Eastern. because their capital and

8
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evervthing about them is heavy, depend more upon
the staple industries of the country, like coal and
cotton and iron. The Great Western’s returns
depend a good deal on conditions in the South
Wales coalfield.

We must not forget the other railways run by
British companies in various parts of the world
and whose traffic receipt figures appear in the
papers along with those of the home systems. For
instance, there is the great Canadian Pacific,
which, we may mention, declares both its gross
and its net receipts. Then there are the Indian
ratlways and a good many big and important
companies operating in Argentina, Chile and
Brazil. Traflic receipts in countries like these,
still voung industrially, especially reflect whether
the harvests are good or bad. So, if we read in
the newspapers that the wheat crop on the Canadian
prairies is below the average, or that the maize
crop in Argentina has failed, we shall know that
it is likely that the traffic returns in the ensuing
months will show declines. But, of course, In a
good season a railway will make up for falling
away of earnings in a bad one.



CHAPTER XX
COMPANY MEETING REPORTS

] T certainly cannot be said that the report of
the company meeting is the brightest of the
the appurtenances of the newspaper. It is natur-
ally a necessary appurtenance, for what the
chairman of a company has to say to the share-
holders at the meeting, and what the shareholders
have to say in criticism, is of much importance to
the company itself, and often of importance to
the whole financial world.

Of course, the company meeting is the gathering
at which the affairs of the company are discussed
between the directors and the shareholders; at
which the directors propose the dividend for the
formal approval of the shareholders, without which
approval it cannot be paid ; at which the directors
present their report and accounts, usually published
some days beforehand, for the shareholders to
receive and adopt; at which the directors who
retire in rotation are re-elected. That is the usual
business of an ** ordinary general meeting.”

For other purposes, such as an increase of capital,
or to sanction ‘' reconstruction "—which usually
means wiping away the past of a company to enable
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it to lose more money on almost the same lines—
an ‘‘ extra-ordinary meeting ” has sometimes to be
held. In the newspapers it is generally called an
extraordinary meeting, and owing to the nature of
the directors’ proposals and the acceptance they
receive it often is. Frequently a * confirmatory
meeting " has to be held at which the shareholders
say amen to the resolutions passed at the previous
meeting. Notice as to these meetings is given
direct to shareholders and lists of forthcoming
meetings are usually published at the beginming
of each week in the financial daily newspapers.

Why these company meeting reports are not the
brightest. of the appurtenances of the money article
we may proceed to see; the examination will
show the reader how he should read them. But it
may be said at the outset that instead of reading
the report of the meeting of any company in which
he is interested he had far better attend it, even if
he is provided with a form of * proxy,” a paper
which enables him to vote even in his absence.

In the first place the newspapers are able to
report only a comparatively small number of the
company meetings held ; these may be the meetings
of the most important companies, but it is not the
rule that the discussions at the meetings of the most
important companies are of the most importance.
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At the meetings of our great railway companies,
for instance, the chairmen practically all say the
same thing ; at the meetings of our great banking
companies the chairmen practically all say the
same thing. It is to the small struggling company
that the meeting is of the most importance, and it
is the report of this meeting which often fails to
find a place in the columns of the newspaper.

Then it will be found that many newspaper
accounts of company meetings consist mainly of
the chairman’s reiteration of the facts and figures
contained in the report presented to the meeting,
a report which has been issued and commented on
days before. Then, further. it will he found that
most of the reports of company meetings consist
almost entirely of the chairman’s speech, vouch-
safing little or nothing of the subsequent remarks
of the shareholders. This chairman’s speech is
often read from a type-written document, coptes
of which are supplied to the Press.

Or, 1n some cases, the directors send an account
of the meeting through the secretary of the com-
pany or through its advertising agent, and this is
inserted in the newspaper as a report of the meeting.
The shareholders’ remarks are not so carefully
cireulated and do not receive the same prominence.
Of course it must be admitted that much which
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shareholders say at the meetings is futile, that it is
the chairman’s speech that matters, because the’
directors have their own way. But still the fact
remains that the company meeting report is not
improved, as a report, by the omission of criticisms
subsequent to the chairman’s speech showing the
other side of the shicld.

Moreover, the report of the meeting seldom takes
note of the attendance, which is often very sparse.
Such an event has been known as a reporter being
asked to move a vote of thanks to the chairman
and directors, because there was no one else present
to do it. TFurther, we do not often find it stated
in a newspaper report whether a company meeting
was ‘‘ packed 7 or not, although it often is—the
directors obtaining the services of as many sup-
porters as they can to make much noise and much
show of hands. Few newspaper reports, too,
convey, or attempt to convey, any adequate idea
of the manner of the chairman and of the directors,
and of the attitude of the shareholders— matters
which are sometimes much more eloquent than the
words that are spoken. We are told now and
again of a scene and sometimes of applause, and
it may be taken as a rule that company meeting
applause is of a very subdued nature, as becomes
anything connected with business. In an after-
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dinner speech a notorious financier once paid a

- tribute to the capabilities of the chairman of some
of his companies, who had the habit, Le said, of
leading any applause he wanted by dextercusly
shutlling his feet under the table.

It should be fully realised, too, that most
reports of company meetings which appear in the
Press are inserted in return for payment by the
company. Now and again an attempt is made
to print these reports in such a way as to show
frankly that they are advertisements, and one of
our great daily newspapers states on the reprints
supplied from its columns that ** Reports of pro-
ceedings under the heading ‘Company Meetings’
are inserted as advertisements, but care is taken
to ensure that they be trustworthy.”

But in most cases there is little or nothing to
show that the mnsertion of the reports is paid for
by the company whose meeting is reported. The
systemn is no secret, or rather it is an open secret.
Providing the reader knows that the system pre-
vails, and understands that the importance of a
company 1s not to be gauged by the length at which
its meetings are repurted in the financial Press,
there is no need lere to go into the ethics of the
case, and it is certain that most of the important
papers, weekly and daily, which accept payment in
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this way would scorn to insert an unfair report at
the instigation of those who pay the money.

Another reason why the newspapers cannot
always be relied upon to deal adequately with
company meetings is because the fact of their
being held is often hidden from their cognisance
by directors who seek secrecy. And obviously,
publicity is the most necessary in the case of
companies whose directors desire, for reasons of
their own, to avoid it, fearing the light of comment
and criticism.  Sometimes, in order to discourage
the presence of newspaper reporters, the meetings
are held in the provinces, or in some out-of-the-
way corner of the metropolis, instead of at the
office of the company, or at Winchester House or
Cannon Street Hotel, the customary homes of
company meetings. Or the meetings ate held at
al inconvenient time or an unusual hour.

It is amusing to note how hundreds of companies
of the baser sort arrange to hold all their meetings
at practically the same time within the period of a
few days in December. It is often difficult even
for the shareholders to cope with these tactics of
directors who desire to hold ° hole-and-corner
meetings ”’; much more difficult is it for the
Press to cope with them ; and therefore it is useless
to seek the reports among the news.



CHAPTER XXI
THE WRITER OF THE ARTICLE

IT may lead to a better understanding of how
to read the City article if, in conclusion, something
is said of the writer ; of his duties, his difficulties,
his ideals. To attempt to sketch him here is a
somewhat dangerous task, and a delicate. To
magnify one’s profession by dwelling upon 1ts im-
portance, to diseredit it by pointing to its failings,
these are the Seyila and Charybdis of the case.

The scope of the writer of the City notes is
rapidly extending ; its growth in the past few years
has been enormous. It can be seen in the mar-
vellous increase of the number of all kinds of people
who invest and speculate, tempted by the facilities
which the limited lLability system has afforded
them, facilities of which the company monger has
taken due advantage.

To the City editor all these people look fur n-
formaticon. Even the great growth in the number
and amount of loans and companies which offer
field for investment and speculation, striking as
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that growth has been iIn recent years, does not
suffice to measure the recent increase in the scope
of the work of the City editor ; it takes no account,
for instance, of the development of the financial
interest, of the financial methods, and the financial
vagaries peculiar to the present day, with which,
if he would do his duty, he has to cope.

It is an age of finance. Long ago Sydney Smith
said that the warlike power of every country
depended upon its funds; that if Cmsar were
to reappear on earth he would find the Stock
Exchange list more important than his Commen-
taries ; that Rothschild would open and shut the
temple of Janus. But Sydney Swmith might well
be astounded if Le lived now.

The character and attributes of.the City editor
must be such that there are few who attain to them.
He must be a man of business and a journalist ;
which is absurd. He must deal with dry affairs of
statistics and accounts, yet so present his facts
as to gain the interest of his readers. He must set
forth his opinion In ummnistakable terms, yet
practice all the wiles of diplomacy In the financial
circles in which he lives and moves and has his
being. He must be popular, and yet a detective.

Not an atom of sentiment must warp, however
insidiously, Lis reason, He deals in delicate
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wares ; business transactions, matters of money
and credit, are not to be lightly treated. The
City article m your newspaper differs from every
other. The writer of the general article may give
rein to his imaginaticn; with advantage to
himself and his reader ke may mdulge in the
picturesque. Leniently to praise a show or a
politician may harm few or none; leniently to
praise a company or a financier may wreak loss,
cruel to the individual and aggregating hundreds
of thousands of pounds.

Knowing all he knows, seeing all he sees, the
temptation of the City editor is to hecome pessi-
mistic.  Besides, pessimism is so safe; prophesy
evil long enough, and the prophecy in nine cases
out of ten 1s sure o be fulfilled ; loss will come ag
well as profit, for of such is the kingdom of finance.
Again, some of us who write financial notes lack
impartiality in the matter of persoms. Columns
were written against one scheme ; the foundation
of the adverse criticismi, admitted by the writer,
was the discovery that a certain promoter was
connected with its ineeption. In such a case
as this the possibility may De overlooked that
even a company promoter may prefer to involve
himself in an honest concern, if the profit to be
made is sufficiently tempting.
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However easy it may be to err through pessimism
or partislity in the hasty decision which the City
editor is so frequently called on to give in these
days of journalistic enterprise, when news a day
old is not news, and when financial schemes are
rushed through to evade criticism, excuse can
scarcely be pleaded for warped judgment over
any lengthened period of time. The opportunity
which the writer of important financial articles
has of hearing all sides is remarkable. But
wide and varied sources of information or none,
the requirements of ideal City editorship are
appalling.

Tt has been sald with reason that the City
editor, to do himself justice, must be detective,
solicitor, advocate, judge. He must, in other
words, be assiduous m collecting his financial facts,
level-headed in appraising them, precise in select-
ing and arraying them—arraying them with fine
judgment, happy equity, and a piercing sense of
analysis.  With these qualities the point of judge-
ship is reached. But of the new financial journalism
the public expects more. The writer 15 required
often to express a definite opinion on his facts. In
short, he must not be merely detective, solicitor,
advocate, judge, but jury as well. Tt is thus that
some of the qualities necessary for financial writing
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nay  be indicated. Above them all. without
which thev are worth nothing, are honesty and
rectitude,

Enterprise must be one of the qualities of the
City editor, and the journalistic instinct one of his
attributes. Those items of early exclusive financial
information packed quietly in, by the old financial
journalisin, amongst advances of eighths and
declines of sixteenths, and blazoned forth by the
new financial journalism at the top of a column
in impressive type —those items of early exclusive
financial information cost more in enterprise, in
diplomacy, in money, than the reader who pavs a
penny for his paper imagines.

For one journal to announce that the shares of
a certain company, although thev stand in the
market at 70s., are to be bought up at £3 is to give
its readers the means of putting many hundreds
of pounds in their pockets and to earn their un-
dving gratitude and support. For one journal to
announce some financial disaster before the other
journals do so is likewise doing good service to its
readers. To obtain by interview the opinion of a
high authority on any given point at a critical
moment, to lay bare the innate wickedness of the
false ruriours which far too frequently upset the
market, disclose material points omitted or glossed
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over in a specions prospectus—these things require
unwearying enterprise and diplomatic tact, backed
up by cheerful expenditure on the part of the
newspaper. At the time of the Australian crisis
following the great drought, when the banks were
falling like ninepins, one financial writer actually
put himself into possession of the news of the
failure of one of the institutions so early that he
was able to bring the London manager himself first
tidings of the melancholy fact.

The private sources of information which the
City editor commands are extensive and peculiar.
It would be safest and very comfortable to refuse
all such as is received from a tainted source. But
it is his duty to his journal and his readers to take
no such easy course. A hint from Satan himself
—often contained in an anonymous letter—must
be followed up, inquired into, weighed, and ad-
judged. For whatever motives the information
may be given, it may have truth, it may be valuable
for good, it must not be lazily, nervously rejected.
When the financial scum falls out, the public
comes by its own. The City editor finds it interest-
ing to mix with all kinds of people, and useful.
Thus must he be not only of sound character
hirnself, but have sound judgment of the character
of others.
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But the enterprise of the City editor must be
tempered with discretion ; he deals with business,
not with play, and by any rashness he would lose
the confidence which business men in high finaneial
circles repose in him, confidence which iz a pre-
liminary to his being able to speak from the heart
of the financial body. Once betray confidence,
perhaps not wilfully, but by indiscretion, and he
has lost the power he holds for good. There were
one or two (ity editors who knew of the Baring
eollapse, our last real crisis, before it was made
public to the astonishment of the world. Had one
of these men dared to put his secret into print he
might have sold us many copies of his paper as its
machines would print ; and he would have had to
retire anathematised and notorious, for he would
have precipitated a monetary panic which would
have brought cruel ruin to thousands, from the
strongest finance houses to the thriftiest bank
depositor.  As it was the position was quietly
saved.

Financial omniscience being a requisite of the
financial writer, there are one or two of us who are
not adequately equipped. It is even so, although
we all have access to Burdett, as the Stock Ex-
change official book of reference is still ealled.  One
of the ablest and most reliable financial writers of



128 HOW TO READ THE MONEY ARTICLE

the day frankly complains that although he can
dictate hundreds of answers to correspondents,
ohtaining in return shoals of letters of gratitude
for the result of his advice, he cannot manage his
own investments with anything like success. Tt
is an apparent phenomenon which the psychologist
could probably explain with ease. The writer of
the financial article frequently seeks his broker’s
advice, and often regrets the outcome of their
combined wisdom.

The law of libel is another matter with which the
City editor constantly has to reckon and which often
interferes with his work of protecting the public.
The unserupulous company promoter has a habit
of bringing a libel action with a view to stopping
comment at a critical time, but sometimes the
comment is continued despite the pending action,
The public must be defended at all risks. Again,
a financier sometimes brings action for libel with
no intention of carrying it on, but merely to save
appearances. He can boast the action until the
effect of the criticism has died away.

In criticising a prospectus a City editor was onee
misled into making the erroneous statement that
the promoter was connected with ancther company
already in liquidation. The promoter brought
action for libel, and gained nominal damages. The
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damages were nominal partly because, although
the other company was not in liquidation, the new
company upon which the warning criticism was
written had gone into liquidation before the libel
action came into court. Though the law is harsh,
and the newspaper is frequently muleted in heavy
expenses, even though it win the day, libel actions
are sometimes glorious.

Over the portals of the dwelling of our greatest
journal, inseribed indelibly in stone, is an inserip-
tion expressing the grateful acknowledmments of
the merchant and bankers of London of the in-
dustry, perseverance, and abihity shown in the
exposure of the most remarkable and extensively
fraudulent conspiracy ever brought to light in the
mercantile world. The exposure, the inscription
goes on to say, shows the aid which a public-
spirited and independent journal has in its power
te afford in the detection and punishment of
offences which aim at the destruction of all mer-
cantile confidence and security.

That inseription is now not far short of a hundred
vears old. But it stands for all time to show that
substantial advantage may be gained. at least
occasionally, by those who know how to read the
City news and realise that the money article is
truly designed for their information and profit.

9
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GLOSSARY.

Many of the technical words and phrases used in financial
articles have been explained in the course of the preceding
pages, and reference can readily be made to these explana-
tions by consulting the Index, There are, however, other
words and phrases needing less detailed explanation, and
these, together with some abbreviations which it is useful
to know, are dealt with in this Glossary.

AL EE.—Associate of the Institution of Electrical
Engineers.

A1 M M. ——Associate of the Institution of Mining and
Metallurgy.

Assoc. M . Inst. C.E —Associate Member of the Institution
of Civil Engineers.

A.M.I EE—Associate Member of the Institution of
Electrical Engineera.

A M. I Mech E.— Associate Member of the Institution of
Mechanical Engineers.

A.R.5.M —Associate of the Royal School of Mines,

Ad valorem Duty.—A stamp duty based on a security's
money value.

Anglo ** A."—The deferred stock of the Anglo-American
Telegraph Company.
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Arbitrage Deoling ---Buying at one centre and selling
immediately in another in order to profit by slight variations.
in prices.

Articles of Association.—-Practically, the rules or bye-laws
by which the financial admimstration of a company is
governed.

Assessment.—A charge imposed on shareholders in certain
cages.

Average, T0.—To add to a parcel of stock bought at a
higher price than that prevailing, so as to reduce the average
cost of the whole amount.

Banging the Market—Forcing down prices by heavy
sales.

Bargain.—A transaction or deal; not necessarily a
favourable transaction, as in ordinary parlance.

Bays.—8hares of the Hudson’s Bay Company.

Berwicks.—London and North Eastern Railway Deferred
stock.

Blind Pool.—A pool when the participants hand over
their money unreservedly to a leader, trusting in him
implicitly to use it profitably.

Bonus.—A supplementary distribution to shareholders
either iz cash or scrip.

Bourse.—A Continental stock exchange, such as that of
Paris.

Brums.—London, Midland & Scottish Railway Ordinary
stock.

Bucket Shop.—An office where a gambling business in
stocks and shares is carried on by a person who is not a
member of the Stock Exchange and against fraudulent
dealing by whom the client has, in practice, no protection.
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Burdett. —The Stock Exchange Official Intelligence, pub.
lished annually.

C.E—(vil Bngineer.

€I F.—" Cost, Insurance, Freight,” a commercial
quotation meaning that the sender provides for insurance
and freightage.

Call. —A demand for the pavment of an instalment due
on a security not fully paid up.

Gall Option.—An option for the purchase of a security at
a specified date at a specified price,

Canadus.—Canadian Pacific Railway shares.

Cash Bargain.—A transaction in which payment is made
immediately,

Chartered.—British South Africa Company shares.

Coalers. -—Certain American railroads which depend for
freight largely on the carriage of coal.

Collateral -—Stoeks or shares deposited by a borrower as
security for & loan.

Commission.—The amount charged by a broker for
carrying out an order.

Consols.—British Government 249, Consolidated Stock.

Contango Day.—The first day of the Stock Exchange
settlement, when arrangements are made to continue
bargains.

Contributories.—Those who have zubscribed the capital
of a company. In liquidation there is often a * deficiency
as regards contributories —the creditors may be paid in
full, but the shareholders lose part or the whole of their
money.

Coulisse..—A market in Paris on which dealings in certain
shares, notably South African gold and land shares, take
place. It is not a part of the Bourse proper.
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Cumulative Preferred Shares.—1f at any time the dividends
on such shares have lapsed, arrears have to be made up
before payments can be made on the capital ra.hking after
them.

Curb, The—A stock market in New York, secondary to
the New York Stoek Exchange, though many important
stocks are dealt in there.

Debienture Stock—Loan capital ranking before share
capital and often secured by a mortgage.

Defanlter—A member of the Stock Exchange who fails
to meet his bargains and is * hammered.” His fellow-
members who lose through his default do not put him
through the bankruptey court, though, of course, others
may do so.

Deferred Shares.—Shares not carrying the right to receive
dividends tili payments have been made on other share
capital, preferred, preferred ordinary, or ordinary, ranking
for dividends in front of them.

Deposit Rates—Rates of interest allowed by banks or
discount houses on money deposited with themn. The rate
depends on the Bank rate.

Difference.—The balance between the purchase and sale
price of a security dealt in ; the amount of profit or loss on
a deal,

Discount {a).—The amount by which a stock or share
which has depreciated in value has fallen below its nominal
value, or its issue price, or the amount paid up.

Discount (b).—In the money market, the rate charged for
advancing money on a bill.

Districts —Metropolitan District Railway ordinary stock.

Dividend.—A pro rata division and distribution of profits
to shareholders.



GLOSSARY 1356

Double O ption.—An option giving the right cither to buy
or to sell a security at a specified price at a specified date.

English Bquivalen!.—The actual valuc of an American or
Caneadian share in London, where, for the sake of convenience,
dealinga take place on the basis of $5 to the £

F.C.8.—Fellow of the Chemical Society,

F.G.8.—Fellow of the Geclogical Society.

F.().B.—Free on board ship; also “ F.U.R.", free on rail.

F.R.G.8.—Fellow of the Royal Geographical Bociety.

Face Value.—The nominal or original value of a security,
on the face of which it is printed.

Finer Rates.—Lawer rates.

Fized Charges.—Standing charges, such as debenture inte-
rest, which a company has to meet before it can divide profits.

Floating Debt—Debt incurred for short periods for
temporary purposes and not funded, as i3 the case with loan
capital. The Government always has floating debs.

Floating Money.—Money in the market not engaged and
available for loans.

Foreclosure.-—Seizure of mortgaged property by the mort-
gagee or the holders of mortgage debenture stock.

Foreigners.--Bonds of foreign governments or foreign
municipalities.

Founders' Shares.—Shares carrying special rights allotted
to the founders of a company.

Funds, The.—A general term for British Government
securities,

Gilt-cdged Securities.—Securities of the very highest claasg,
such as British Government and coerporation stocks.

Grangers,—Certain  American railroads whose freights
consist largely of grain.
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Guineaprg Dhrectors.—Directors with titles or well-known
names who join the board of a company merely for the sake
of the fees or similar inducements.

Hammered —Declared a defaulter on the Stock Ex-
change.

House, The.—The name used by members {or the London
Stock Exchange.

Interom Drwidend. —A dividend declared usually at the
completion of the half-vear, before the total profit for the
year is known.

Intermediate Days.—The days on which buyers’ names are
passed between brokera.

Jungle.—A nickname for the Stock Exchange market
dealing in West African shares, chiefly mines,

Koffirs.—South African mining, land, and finance shares.

Lame Duck.—A Stock Exchange member who has to be
temporarily assisted financially to save him from default.

Leased Lines.—Railways, the interest on whose securities
is derived from the rent paid by other companies for the use
of their systems.

Liability.—In the cases of certain banking and insurance
shares, a liability carried by the holders te pay up certain
amounts in certain circumstances, but usually enforceable
only in a winding-up.

M.Inst C.E—Member of the Institution of Civil

Engineers.

M.1.E.E—Member of the Institution of Electrical
Engineers.

M.I.Mech.E—Member of the Institution of Mechanieal
Engineers.

M.I.Min E.—Member of the Institution of Mining
Engineers.
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M. Inst. M. M.--Member of the Institution of Mining and
Metallurgy.

Making“up Day.—The first dav of the Stock Exchange
settlement, when prices are made-up and contango rates
fixed for open bargains.

Margin. --An agreed amount of cash or securities handed
over to protect a lender against loss in respect of an open
bargain,

Officielly Queted.—Quoted in the Stock Exchange Official
List.

Option.—The right, purchasable for 8 non-returnable
consideration, to buy or sell a certain amount of a security
at a specified price at a specified date. Bee also Call Option,
Double Option, Put Option.

Ordinary Shares. —Shares ranking for dividend after
preference or preferred shares, and on which, usually, the
rate of dividend is not limited.

Outside Brokers.—Stock and share brokers who are not
members of a recognised stock exchange or association, and
who are hence not governed by rules designed to protect the
public.

Par.—A security’s face value or the amount paid up on it.

Pool,—The combination of o number of persons to operate
in one stock or several stocks, Or stocks may be pooled
merely to prevent individual selling. See also Blind Pool.

Preference or Preferred.—A class of stock or shares entitled
to a fixed dividend and ranking before the ordinary or
deferred shares both in respect of dividend and/or repavment
of capital. Sometimes such shares entitle holders to parti-
cipate in surplus profits after the fixed dividend has been
paid. They are then known as Participating Preference
Shares, '
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Premium.—Opposite to Discount (s) (g.v.).

Principel.—The capital sum on which interest is payable.

Put Option.—An option for the sale of a sec‘urity at a
specified date at a apecified price,

Real Stock has been Sold.—Sales of stock by actual holders,
as distinct from sales by bears.

Renunciation Letter.—A form enabling a shareholder to
transfer " rights,”’ and usually to obtain payment for them.

Rights.—An advantage, as, for instance, the right to apply
for new shares at an advantageous price, conferred by a
company on its shareholders.

Scrip.—A document provisionally representing a certi-
ficate to be issued later.

Shop, The.-—-The jobber, or group of jobbers, who makes a
speciality of certam securities.

Shkorts.—Those who have open accounts on the bear
side.

Signatories.—Those who have signed a company's Articles
of Association ; they may be clerks or officials, and their
names have seldom any significance.

Supplementary List.—An official daily list of quotations
of securities not figuring in the Stock Exchange Official List.

Taken up.——-Bought and paid for; not carried over.

Talon.—A certificate sometimes attached to a2 bond to
enable the holder to claim a new set of coupons.

Trustee Stocks.—Certain stocks of the highest class in
which trustees are authorised by law to invest.

Turn.—The difference between the price at which a jobber
will buy and that at which he will sell.

Underwriting.—An undertaking, for a consideration, to
subscribe for a certain amount of a new capital issue i
subscriptions are not fortheoming from the public.
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Vendors’ Shares.—8hares issued to the vendors by a new
company in payment, or part payment, for properties
acquired.

Weall Street.—The New York Stock Exchange.

Wild Cat.—A very speculative undertaking, such as
boring for oil in sn unproved oilfield.

Yield. —The return which interest or dividend gives an
investor, taking into account the price which he has paid
for the stock or shares. The yield on 49 stock bought at
100 is 4%, ; if the same stock is bought at 78, the yield is
approximately £5 2s. 6d. %,
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Some of the technical words and phrases used in financial articles
require less detailed explonation than those dealt with in the body of the

book.

Account, 97

Accrued dividend, 95
Allotment letters, 35
American railroad bonds, 69
— -— returng, 112
Amortisation, 75
Authorised note issue, 27
Avebury, Lord, 103

Backwardation, 47, 98, 99
Balance of trade, 108

Bank Act suspepsions, 25
Bank bills, 21

Bank of England, 25, 103
— — reserve, 26, 27, 28
— — return, 25

Bank of France, return, 23
Bank rate, 32, 33

Bankers' clearing, 101
Baring collapse, 127

Bear, 43, 46

— account, 45

— corner, 47

— raid, 47

Bearer bonds, 69, 70
Bearer shares, 72

Bills, 21, 21.

Bills of exchange, 37
Birmingham motor share prices,82
Board of Trade returns, 105
Bonds, foreign, 11, 69, 76
Bonds to bearer, 69, 70
Boom of 1825, 8

Many suck words not appearing in this Indexr are dealt with in
the Glossary in the preceding pages.
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Buying in, 100
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Canadian Pacific Railway, 114
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Company meetings, 115
Contango, 47, 98, 99
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Contract notes, 89
Corners, 47

Coupons, 70

Covering by bears, 47

Cum dividend, 94

Dealings for the new account, 100
Differences, 99

Discount rates, 21

Dividend declarations, 91, 92

— deductions, 94

Double prices, 85, 86, 87
Drawings, 76

Drawn bonds, 76
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Federal Reserve Banks, 24
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Public Deposita, 30
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Reconatructions, 115

Redemption, 73, 74

Redemption drawings, 76

Re-cxports, 104

Registered stocks, 69
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Renunciation of rights, 96

Reports of meetings, 115
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Rest, in Bank return, 30

Return of Bank of England, 25
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Royal Exchange, 14, 15

Rupees, lakhs of, 42
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Selling prices, 88
Settlements, 97

Short term loana, 21
Sight bills, 40
Sinking funds, 75
South Sea Bubble, 25
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Tender eystem, 61
Throgmorton Street, 15, 84
Ticket daya, 98

Trade bills, 20, 21

Traffic returns, 109
Transfer books closed, 92
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exchange from $4.80 to 84915, Price 30 net - by post
H0s. Gl
GOSCHEN, the late Right Hon. Viscount,

Theory of Foreign Exchanges. Elcventh thousand.
S8vo. Price 65, ncet 0 by post Gs. 4
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GUMERSALL.

Tables of Interest, etc. Interest and Discount Tabies,
computed at 21, 3. 3} 4, 4} and 3 per cent., from | to
365 days and from £1 to £20,000; so that the interest or
discount on any sum for any number of days, at any of
the above rates, may be obtained by the inspection of one
page only. Twentieth Edition, in 1 vol. 8vo (pp. 500).
Cloth, price 16s. net; by post 16s. 6d.

HARPER, ANGUS.
The Theory of American Values, Stocks and Bonds.
Price 4=, net ; by post 4s. 3d.

HIGGINS, LEONARD R,
The Put-and-Call. A TTreatise on Options. Price
4s. 6d. net : by post 4x. 9d,

HOUSTON'S.

Annual Finaneial Review, A carefully revised préeis
of facts regarding Canadian Securities. Annually. Price
£3. 3s., or with periodieal Supplements, £6. 6s. ; postage 1s.

HUGHES’

Stockbrokers’ Investment Tables, Giving prices and
their equivalent yields for permanent or redeemable stocks
and annuities.  Alse Cumulative Drawing, Sinking Fund and
other Tables available for numerous calculations involving
compound interest. Price 10s. 6d. net; by post 1ls.

The ¢ Simplex '~ Decimal Interest Tables. The quickest
way to find interest on any sum. Price 1s.

KILLIK, Sir STEPHEN M. ‘
Argentine Railway Manual, With map clearly showing
the various systems. Yearly. Price 25.6d. net.: by post 2s. 8d.
Stock Exchange Accounts. Price 3s. 6d. net; hy post
3s. 9d.

LEBELL, F. B,

Rupee Percentage Tables, giving percentage on returns.
on-cost and off-cost. from 1 per cent. to 50 per cent. With
supplementary percentage tables combining percentages
from 2! per cent. to 27} per cent.. and Exchange from
1s. 5d. to 1s. 7d. to the rupee. For rupee into sterling and
sterling into rupee caleulations. Price 18s. net; by post
18s. 7d.
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LECOFFRE, A.

Tables of Exchange between United States of America
and Great Britain and vire 2ersa, from $4.75 to $4.95 per &,
in rates advancing by  of a cent and by L, of a penny.
"Price 25s."net ; hy post 25s. 9d.

Tables of Exchange between Germany and Great
Britain, being German money reduced into English 20
marks 30. to 20 marks 70 per pouned sterling.  Price 1w
net ; by post 13, fid

LECOFFRE, A.

Tables of Exchange for English Money with Eastern
Currencies, util pice rersa, rapees 1. 34d. to 15, $1d. Yeas,
Piastres and Taels from ls. 9d. to 3s. 31gd. Sterling into
Eastern Dollara 1s. 9d. to 3a. 3}§d. Price 21s. net; hy post
21s. 6id.

General Tables of Exchange. Francs and Lire into
Sterling, Marks into Sterling. American Dollars into
Sterling. Austrian Kronen into Sterling. Dutch Florins into
Sterling. Kronos into Sterling. Pesetas into Sterling.
Rupees into Sterling. Milreis into Sterling.  Price 155, net ;
by pust Fos Ged,

Banques Anglaises et nsages de Banque en Angleterre,
Price 10s. Gd. net ; by post 11=,

LEPPINGTON, C. H. d'E.
A Woman's Handbook on Money Matters. Price 2s.
net; by post 2= 1d.

MARTIN, J.

The Stockbroker's Correspondent. Being u letter-
writer for Stock Exchange business  Prive 2« @ hy post
2s. 1d.

MATHIESON, FREDC. C, & SONS,

American Exchange Tables at from 4.82 to 48995 to
the £ in rates varying by -05. With Tables of Decimals of
£1 sterling at same rates. Price 7s. 6d. net; by post 7s. 10d.

Handbook for Investors. A pocket record of Stock
Exehange prices and dividends for the pnst ten years
of 2,000 fluctuating securities. Annuslly. December,
Price 38. net; by post 3s. 3d.

Invesior's Ledger. Price 5s. net; by post 5s. 3d.
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MATHIESON, FREDC. C., & SONS.

Monthly Mining Handbook. Price 1s. 6d. net; by
post 1s. 7d.

Redeemable Investment Tables. (‘alculations checked
and extended. By A. SBkENE Swmrtu. Price 133, net; by
post 13s, 6d.

Stock Exchanges Ten-Year Record of Prices and
Dividends. Annually. Imperial 8vo. (516 pp.). Price
20s. net : by post 20s, 9d.

Stock Tables at 320 different prices from 904, to 100
per cent. Price 10s. net; by post [0s. 3d.

Nitrate Facts and Figures. By A. F. BrovikE JaMEs,
FS8.B. Annnal. Price 3s. net; by post 5s. 1d.

Mining Highest and Lowest Prices, ete. A supplement
to “* Monthly Mining Handbook,” containing shares issued,
highest and lowest prices, crushings and total dividends
paid in past six years, of about 300 companies, with
position of the properties and other particulars, Price
2s.; by post 2s. 1d.  Annually. December.

Monthly and Yearly Highest and Lowest Prices. .
Monthly highest and lowest and yearly for past six years of
about 430 selected stocks and shares (the most fluctuating).
12 pages Imperial 8votables.  Price 2s.6d.; by post 2s. 8d.

Stock Brokers’ Fraetion Table, -}, to £ x 53 different
amounts, uniform in size of page with MATHIESON'S STOCK
TaprLEs. 20pages Foolscap 8vo. Price 2s.; by post 2s. 1d.

Mathieson’s Traffic Tables. (February and July). For
use frem January to June and from July to December.
inclusive. for British railways. with blank spaces for new
traffics as announced. and summaries of working showing
revenue, expenses, etc.. besides nine foreign railways with
summaries from latest reports. 48 pages. Crown 24mo,
paper cover. Price ls.: by post 1s. 1d.

Tea Faets and Figures. Year formed. shares authorised,
and number of shares issued, and amount paid. Secretaries
and head offices of companics. Number of acres planted
and reserve acres. Tea ocutput in lbs. for four financial
years (estimated for current year). Profit {or loss), carry
forward, etc., for recent years. Dividends paid during.
and highest and lowest prices for, four years. Costs f.0.b,,
and “all in.” Selling prices. 123 pages and wrapper.
Revised at frequent intervals. Price 25.; by post 2s. 2d.
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MATHIESON, FREDC. €., & SONS.

0il Facts and Figures, Year formed. shares authorised.
aund number of shures issued. and amount paid. Head
oftices of companies.  Area. number of wells. and wells
producing.  Results for financial vears, Dividends paid
during, and highest and lowest prices for. four years.
Outputs. 60 pages. Revised at frequent intervals.
Price 1x. 6id. . by post 1s. 7.

Rubber Facts and Figures, Name. when formed. and
place. Shares authorised and issued.  Acres planted
rubber andl reserve. total trees and tapping. F.o.b, and
" all in ” costs. Selling price.  Outputs, dividends paid and
highest and lowest prices for four years. About 1536 pages.
Crown 12mo. Revised at frequent mtervals,  Price 28,
by post 2s 1l

Dividend Summary. A Foolscap Folio form ruled
and printed for writing ont gross dividends. tax deduction,
and net dividends. numlyer{\d from 1 to 0 shares, for use
by clerky in making out dividend warrants. 6d. Can be
had on thin paper ‘or typewriting several copies at once.

Pocket Income Tax Card at 4s. 6d. Drice Gd.

4s. 6d. Dividend Income Tax Table, No. 17. For
Secretaries, Bankers, Accountants. Stockbrokers, Investors,
ete. Showing amounts to deduct. and gross dividends.
Price 1s.
Uniform with Free of Tax Income Tax Tables, No. 17a.
- 4s. 6., and others, both gross and free of tax—of which
a list will be sent on application. Special rates prepared
ax descriptive circular.

Investor's Income Tax Cash Book, Ciause 22 of
Finance Act. 1922, renders any individual liable to fine of
£50 per day who fails to furnish particulars and sources of
income for sur-tax purposes. Large Post 8vo booklet. with
lines for 233 entries. Price 1z, Specimen gratis,

Investment Tables showing the Return per ceni. per
annum on Perpetual Stock at varying prices paying rates
of interest from 1, 1}, 1}, ete., to 10 per eent. By
HEerBERT JOHNSON. Roya.l 8vo. Price 3s.; by post 55. 3d.
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MATHIESON FREDC. C., & SONS.

Mathieson's Investment Tables for Redeemable Stocks.
Showing the net yield of stocks and honds standing at a
premium and redcemable at par in from 2 to 50 years.
paying interest at 3, 34, 4. 44, 5 and 6 per cent. ‘116 pages |
Royal 8vo. bound cloth, lettered. Price 15s.; by post
15s. 6d.

Perpetual Yield Card, 2} to 8 per cent., showing
yields from 4 to 10 per cent. on Stock. also Table of Yields
on £1 shares. Price 6d.

Yield Tables for £1 Shares. At prices differing by 3d.
and dividends from 12} per cent. to 10 per cent. By
L. SPENCER. Price 1s. net.

Investment Register, Loose leaf ledger principle.
Case and 100 leaves. Price 6s.; by post 6s. 3d.  Separate
loose leaves, 3s. per 100.

The Pocket Investment Register is divided into two
sections. with paper sides ; the first section contains room
for 72 buying and selling transactions and the second
section 12 pages for the dividends received in each month
of the year with headings to show the amount of the
warrant and the income tax deducted (or to add if net).
Price 1s. per copy.

Redemption Profits. A table showing how much a
private investor may spend, of his ultimate gains, as income
if he has capital available. Price 6d.

Capital Increase. Two pages on card 7 by 3% inches
for jobbing book or pocket. Price 6d. Table showing
present value of ultimate capital increases on redemptign
of stocks now standing at a discount. (Present value of
X1, £5. and £10. payable in from 1 to 25 years )

Stock Brokers' Fraction Table, ,; to 2 x 533 different
amounts, uniform in size of page with MATHEIESON's STOCK
TaBLes. 20 pages Foolscap 8vo. 2s.; by post 2s. 1d.

Dominion Income Tax Relief on Dividends, etec,
A study of this pamphlet, which shows the amount of the
relief on account of Dominion tax on a number of shares,
may suggest to some investors how to get a larger net
income than by buying shares the dividends on which are
subject to deduction at the ruling rate of tax or which are
pald “free of tax.” Extracts from the Finance Acts
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MATHIESCN, FREDC, C,, & SONS.
dlealing with the relief are inserted at the end. February,
1930. 24 pages Demyv 8vo. Price 6d.; by post Td.

Stock Exchange Investments for Non-Residents (rrEE
or BrITisH Ixcome Tax) (June. 1929). Price Gd.

Income Tax. .\ large-post 8vo Certificate. which has
been submitted to the Inland Revenue. for use where
purchasers were not registered in time to receive & dividend
warrant. can be had for filling up for clients at 2s. G6d. per
11} copies.

The Stock Brokers’ Telegraphic Code. An order to
buy or sell stock can he sent in one code word. 160 pages
Large Post 16mao.  Price 25.; by post 5s. 2d.

Mid-Monthly Mining Handbook. Remarks on the
month. Listx of mining companies making public appeals
for capital. and of companies registered but not making
publiv appeals for capital. Lists of dividends and rights
deducted. dividends pending. Notes. (Crushings and
comparisons. London Price Listy of principal shares,
Authorised capital number of shares issued ; amount of
share and paid; property; highest and lowest prices,
dividends, etc. Single copy, price ls. id. Subseription,
with Yearly Supplement. price 13s. per annum.

Dividends. For Stockbrokers. Jobbers, Bankers,
Financial Agents. Trust and Loan Companies. etc., the
handiest file for locking up dividends. income tax deductions
and closing of transfer bocks. is Mathieson's Fortnightly
List. All announced are put under one alphabel every
fortnight, so there are only 24 numbers to search through
for a whole vear. Besides these are the dividends which
have been xd during the fortnight. with the net amount
payable to an investor on £1.000 stock or 100 shares.
Calls ; and in General Information are also given rights,
increases of capital. reconstructions, new issues, etc.
Subseription (payable in advance) £3 per annum. Specimen
on application. Cloth cases to hold a year's supply of
above. with strings. 3s. each net.

Gilbert's Interest and Contango Tables. Interest for
each account at from 1 per cent. to 9§ per cent. per annum.
Four each account from 12-day to 19-day. Price 10e. net.
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MATHIESON FREDC. C., & SONS.

Gilbert’s Interest Tables—continued.
Foolscap 4to edition in one volume for office use, printed
on one side of paper only. 13. 14, 15, 20, and 21-day
editions, 2s. each. 8.16 page slip books for each account
from 12-day to 19-day, bound roan and lettered, to insert
in jobbing book or pocket—all the eight fitting into a roan
case. Price 25s. for the set ; single days 55. each.

Castelli’s Stock Exchange Tables. For calculating

simple interest at 2} to 6 per cent. per annum, from 13 to
19 days, and commission at & to 1 per cent. On card,
folding up for pocket. Price Is.; by post ls. 2d.

MERCES, F. A. D.

Indian Exchange Tables. Showing the conversion of
English money into Indian currency, and wice versa, cal-
culated for every thirty-second of a penny; from ls. 3d.
to 1s. 6d., price 15s. ; by post 14s. 4d. The same 1s. 5d.
to 1s. 8d., 153s. net ; by post 15s. 4d. The same 18. 3d. to
2s., price 30s. net ; by post 30s. 6d.

Indian Interest Tables, from 1 to 15 per cent. per annum
of 360 and 365 days; also commission, discount and
brokerage from 1 anna to 15 per cent. Price 12s. 6d. net ;
by post 12s. 9d.

Indian Ready Reckoner. Containing tables of rates by
number, quantity, Wt‘ight etc., including fractions of a
maund, at any rate from 1 pie to 25( rupees ; also tables
of income, exchange (1s. “3d. to 2s.). interest and com-
mission. Sixth Edition. Price 48s. net; by post 48s. 9d.

Indian Tables of Income, Wages and Rent, for months
of 28, 29, 30 and 31 days, also Income Tax. Price 4s, ;
by post 4s. 2d.

Indian Handy Caleulater, showing the cost of goods
by number, per dozen, per hundred, per pound, per maund,
and at so many seers and chittaks per rupee; also con-
taining tables of income and weights, and Income Tax.
Price 4s.; by post 4s. 3d.

NASH, ROBERT LUCAS.
The Investor's $inking Fund and Redemption Tables,
New edition. Price 42s. net ; by post 42s. 9d.
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NORMAN, F. 5. C.

Tables of Commission and Due Dates. [P’rice 3s. net :
by post s, 3d,

OPPENHEIM, FREDERIC.

Interest Tables. { per cent. to G per cent.. advancing
4 at a time.  Intercst based on 360 days and 365 days
to the vear, Price 105 net: by post 10s. 3d.

Dollar Exchange Tables. From $4.00 to 487} to the £,
advancing one quarter of a cent at a time. Price 104, 6d.
net ; by post 105, Od.

New French Franc Tables : Franc. with Sterling
commencing at the rate of 123 and advancing one centime
at a time up to 124-99 inclosive. Price 10, ; by post 10s, 6d,

RUTTER, HENRY, late Agent of the Commercial Bank of
India.

General Interest Tables for Dollars, Francs, Milreis, ete.
Adapted to all carrencies. At rates varying from 1 to 12 per
cent. on the decimalsystem. Price 12s.6d. net ; by post 13s,

SAMUEL, The Rt. Hon. ARTHUR MICHAEL, M.P.

The Working ef the Bill of Exchange : International
Trade and the way it is liquidated by means of hills of
exchange, also an explanation of the Uverseas Trade Balance,
CoxTENTs.-—International Trade and the way it is Liguidat-
ed : Coins instead of Barter—Historical —Invention of the
Bill of Exchange—The Bill of Exchange in Practice—
Examples of Bills—Usance—Negotiation after Endorse-
ment—More Complicated Examples—Bills  instead of
Coin—Different Standards of Value—Pavment in Sterling
instead of in Foreign Currency—Bills in  Duplicate—
Documents attached to Bills of Exchange—Sanctity of
Contract. and Good Faith. The Overseas Trade Balance :
Excess of Importe—Invisihle Exports—Overseas Invest-
ments—The Balance—Import of Capital Goods—Board of
Trade Estimates of Balance—Appendix : Explanation of
the Amalgamation of the Treasury Currency Note Issue
with the Bank of England Note Issue. By ARTHUR
MICHAEL SAMUEL, M.P.. late Financial Seeretary to H.M,
Treasury aund Minister for Overseas Trade.  DPrice 2s. net .
by post 2s. 2d.
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SIMONSON, PAUL F., M.A, {Oxon,),

A Treatise on the Law Relating to Debentures and
Debenture Stock, issued by Trading and Public Companies
and by lecal authorities, with forms and precedents, Royal
3vo. Fourthand revised edition. Prico21s.; by post 21s. 9d.

Private Property and Rights in Enemy Countries and
private rights against Enemy Nationals and Governments
under the Peace Treaties with Germany. Austria, Hungary,
Bulgaria and Turkey. Price 36s. net; by post 36s. 9d.

The Debenture and Debenture Stockholders’ Legal
Handbook, with an Appendix containing forms. Drice
8s. net; by post Bs. 6d.

The Law Relating to the Reconstruction and Amaiga-
mation of Joinlt Stock Companies, together with forms and
precedents. Fourth edition, revised and largely re-written.
(1930). Trice 21s. : by post 21s. 6d.

The Law Relating to the Reduction of the Share
Capital of Joint Stock Companies. Price 21s. net; by
post 2ls, Od.

SMITH, A. SKENE,

Compound Interest : as exemplified in the calculation
of annuities, immediate and deferred. present values and
amounts, insurance premiums, repayment of loans,
capitalisation of rentals and incomes, ete. Price lIs. 6d.
net ; by post ls, 7d.

SMYTHE, R. M.

Valuable Extinct Securities : The secret of the obsolete
security business. Unclaimed money and how to collect
it, with a list of over 1.500 extinct securities of good value
from the records of the four principal dealers in the United
States for forty years and other usetful information never
published before. Compiled by R. M. S¥yTHE (New York).
Price 35s. net; by post 35s. 9d.

SONNE, H. C.

The City. Its Finance, July, 1914, o July, 1915, and
Future. Price 3. net; by post 58. 4d.

EFFINGHAM WILSON ' Grvom, eo.2.




BOOKS FOR INVESTORS

SOUTHAM, A, DUDLEY.

Building Societies as Investments, Tax frec = yviclds
of 5 te 6 per cent secured by assets of 1o 54 millions and
established 53 to 87 years. are investments which will
appeal ‘to many. In this book Building Societies are
discussed solely from the investor's standpoints—security,
yield. non-depreciation of capital and ease of realisation
without expense, Facts and information as regards the
various classes of shares and deposit certificates are given,
with a table showing financial analyses of societies whose
ausets exceed 1 million. and the various classes of shares.
interest, bonuses and " yield ” of each. The creation of a
family trust for endowment or okl age operating under
compound interest laws. iz explained with « graph and
figures which prove the mathematical certainty of attaining
financial independence whilst one 18 young enough to
enjoy its benefits. By A, DunLey SouvrtHam. Price
8. 6. by post 9s.

SPENCER, L.

Yield Tables for £1 Shares, at prices differing by 3d..
and dividends from 1} per cent. to 10 per cent. DPrice
Is. net ; by post 1s. 1d.

STERN, S.

Fourteen Years of European Investments, 1914-1928,
A study by 8. STeErRN (Viece-President. Eguitable Trust
Company of New York). This volume presents the reaults
of an exhaustive study of European securities during the
past 14 vears. It is based on authentic records showing
what would have occurred from 1914 to 1928 in the case of
investment. half in bonds and half in stocks, of $23.000
in each one of 13 European countries. and in the United
States and Canada. In view of the considerable risks
attaching to investment in foreign securities during the
world war, the conclusions developed from the study are
of special interest and importance both to bankers and
investors. The study illustrates the appreciation or
depreciation of capital in the several countries during the
period reviewed. shows changes in yield of securities. and
takes into account stock dividends and rights distributed.
Price 23s. net; by post 25s, 6d.
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STEVENS, A.

Simple Interest Tables on Sums under £1, at various
rates from 2 per cent. to 6 per cent., advancing by quarters.
Price 1s.

STRONG, W. R.

Short-Term Table for Apportioning Interest, Annuities,
Premiums, ete. Price ls. ’

TATE'S

Modern Cambist. A manual of the World's Monetary
Systems : The Foreign Exchanges—The Stamp Duties on
Bills of Exchange in Foreign Countries—The Principal
Rules Governing Bills of Exchange and Promissory Notes—
Foreign Weights and Measures and Bullion and Exchange
Operations. 28th (Centenary} Edition. 1929: revised
by WiLLiam F. Separping. Fellow of the Institute of
Bankers and Royal Economic Society. Price 42s. net;
by post 43s. 3d. Interleaved edition in 2 vols. Price
£4, 45 post free £4. 55, 6d.

Money Manual, An -annual supplement to TATE'S
Mopiry CaMBIST.  (January 1st). Price 3s.; by
post 3. 4d. - :

VAN DYKE.

Complete Bond Value Tables, Desk edition. Extension
to four decimal places throughout. Coupon rates 3 to 8§ per
cent. per annum. Interest, semi-annual. Yields from
3 per cent. to 15 per cent. for years from 6 months to
100 years. Price 50s. net ; by post 50s. 9d.

The same. but in smaller type, as a pocket edition.
Price 31s. 6d. net ; by post 31s, 10d.

Ideal Bond Value Tables. Value computed to two
places heyond the decimal point. Coupon rates 3 to 8 per
cent. per annum. Interest tables 81,000 on 365 and
360 day basis. Price 27s. net; by post 27s. 4d.

VAN 0SS, 8, F.

Stock Exchange Values: A Decade of Finance, 1885-
1895. Containing original chapters with diagrams and
tables giving reviews of each of the ten years—Trade
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(‘yclea—The Course of Trade, 1884 to 1894—Silver—New
Capital Created, 1884 to 1894—The Money Market, 1884
to 1894—(overnment and Municipal Securities—(olonial
Securities—Foreign Government Securities—Home Railway
Stocks—sAmerican Railways—Foreign and Colonial Rail-
ways and Miscellaneous Securities. Together with charts
showing at a giance prices of principal securities for the
ten years. anid highest and lowest prices year by year (1885
to 1894 inclusive} of every security officially quoted on
the Stock Exchange. with dates and extreme fluctuations
{extending to over 200 pages of tables). compiled by Frede.
. Mathieson & Sons.  Price 1538, net ; by post 13s. 9d.

VARLEY, F. J., Esq., Barrister-at-Law,

Rules and Regulations of the Stock Exchange,
Annotated.  Price 48, net; by post 4s, 4d. Supplementary
vol. to June, 1929.  Price 1s. 6d.: by post 1x. %d.

Companies Act, 1929, with Commentary and Ap-
pendices.  Primarily intended for the solicitor and the
company official, this work is also suggestive to others
who require to b acquainted with the new code. The
provisions relating to Accounts. Directors, and Auditors’
Liabilities. Prospectus and Offers for Sale and other matters,
make racdical changes in the existing law, and introduce
new responsibilities for those connected with company
administration. The importance of obtaining some
acquaintance with the provisions of the new code is obvious,
and the necessity for familiarising himself with the arrange-
ment adopted for the new code will he all the greater for
any lawyer or official well versed m the existing law and
practice. Illustrated cases are cited. Matters of practical
importance are noted. and references made to cognate
subjects in company administration. Thiz edition is
thereforc of service to company officialz and those who in
other ways are concerned with company affairs, upon many
of whom grave responsibilities arc now cast, A
particularly valuable appendix is given. containing those
portions of the Finance Acts of 1921, 1927 and 1928, and
the Statutory Rules. especially applicable to companies.
There is also a useful discussion on employees’ shares.
Commentary, ete.. by F. J. VarrLey. Barrister-at-Law.
Price 153. net: by post lis. 6d.
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VARLEY, F, J., Barrister-at-Law,

Reminders for Secretaries, Directors, Managers, and
Officers of Limited Companies under the Companies Aet,
1929, Showing the registers to be kept and returns to be
made and notices to be given hy all companies having a
share capital. The provisions of the Act as to registration
of charges. directors. commencement of business, prospec-
tuses, allotment of shares, aecounts. audit. commissions.
and discounts. meetings. resolutions and some miscella-
neous matters. Grave new responsibilities are cast upon
the officers of companies, while the penalties have been
increased, and the methods of enforcing compliance
strengthened. This compilation has been prepared in a
handy form to lie upon the office table. to serve as a
constant reminder of a guide to the requirements of the
new Act with which Company officials are now concerned
in every day practice. Price 3s. 6d.; hy post 3s. 9d.

WHITE, J. A., Assistant Secretary to the Associated
Portland Cement Manufacturers (1809} Limiied.
Company Transfer Work, A practical guide to share
registration and transfer work (1931). Price 7s. 6d. net;
by post 8s.

WILHELM, JOHN.

Comprehensive Tables of Compound Interest (not
decimals) on £1, £3. £25, £50, £75 and £10{. Showing
accumulations year by year for fifty years at rates of
interest from 1 {progressing }) to 5 per cent. Price 2s. 6d.
net ; by post 2s. 8d.

WILLDEY.

Parities of American Stocks in London, New York and
Amsterdam, at all rates of exchange of the day. Price 2s.;
by post 2s. 1d.

WRIGHT.

Wright's Yield Tables. Showing the net return on
investments in £1. £2 and £5 shares. Price 2s.; by post
2s. 1d. .
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