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CEMENT COMPANIES AND TH-E INVESTOR.

A visit to the recent Cernent and Concrete Exhibi-
tion which wâs held in Toronto, the" first of its kind in*
Canadian history,ý was unmiÎstakable proof of the strides
<which, this form of construction has made in recent years.
Tei years ago possibly suich an exhibition would have
been an impossibility. To-day, it illustrates vividly what
has been done in the past and what a big role cernent will
play in future 'construction. ,Fromr the financial point of
view the promotion ýof cernent companies bas flot always
been as cleanly as was possible. The Portland Cernent
Industry from a Financial Standpoinit, a volume written
by Edwin C. Eckel, and published by Moody's Magazine,
givf, somne interesting information on this matter. Only
within recent years, he says, bas the cernent industry
been made, the basis for wholesale attempts at robbing
th-e investing 'public through'the agency of over-capi-
talized projects and rnisleading prospectuses. That is a
strong indictmnent, but Mr. Eckel refers chiefly, if not
entir-ely, to promotions in the United States. In Canada,
too, the financing of sorne cernent companies bas flot been
successful, while resuits have not proved a reflection'of
the roseate statements contained in the original pros-
pectus.

Taking a recent estimate of the plants 'in operation
in -the States, it was found that the total annual capacity
Of 1 13 cérnent plants was about eighty-five and a- haif
million barrels, while their'production in.i907 was less
than forty-nine million barrels. In other Words,, the ex-
isting plants could flot run pro 'fitably a t much over half
their rated capacity. At the same time, h14 nEýw plants
were then in various stages of promotion.' These pro-,
jected plants had a total capitalization of $i6o,125,Ooo
as cornpared with atotal capitalization'of $141,58ý7,ooo
of -the working plants. 'The p!oposed'.planits'had a'total
annual capacity of 62,boO,oôo barrels, figures which- ýbring
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out two important points. With an annual output of not.
much over haîf the capacity of exis.ting plants, pr'epara-
tions are bcing made to add sixty-two million barrels of
cernent per year to the capacity. And the proposed plants
are capitalized much more heavily than those already
established.

D)ealing exhaustiv 'ely with the question of misstate-
rnents of cernent prospectuses, the author.classifies themî
as follows: (a) Misstatements 'as to the general conditions
'of the industries; as to the demand being greatly in'excelss
of the supply; as to, the effect of individual engineering
works, such as the Panamna-Canal, on the cernent market.
(b) Excessive valuations placed on raw material supplied.
(c) Misstatements as to the average selling prices to bc
expected. (d) Low estimates as to manufacturing costs.
(e) Exaggerated estimates of profits to, be realized.-

One extract from recent promotion literature is suf-
ficient to show what rnisrepresentations rnay be expected
among these fines. " lNot a failure ever recorded in a
modern Portland cernent industry; not >a Portland cernent
plant that is not away behind in its orders; not a. Port-
land cernent security that is not paying good.di 'vidends;
not a possibility of failure, in the project." Ail of which
are liable to considerable question.

As to capitlalization, it must ait least equal the.amount
of rnoney actually spen t 1on the construction of.the plant,
plus the working cptlrqre.Te onsideration
which fixes the maximum satisfactory capitalization is
that the plant should be capable of paying a reasonable
:ndustrial rate of -dividend, conitinuously -over .a, long
séries of years, on the totial1 cepitalization.

"If the new project appears, on exarnînatioi,'toý b1ý
sound so far as all of 'its techniëal an >d cçommercial factors
are concerned, there is, still room for .further înquiry and
study -on the part of the ipvestor, for lie must assure him-'
selfthat the project'bas been financed along reasônable
and even conservative lines. The plant itself rnay turh


