
%

July 7. 1905
-

THE CHRONICLE.862

turn out exactly the same way. It is a curioe, fact 
that these far away schemes, for people who know 
little or nothing about them, have a glamor which 
sober home enterprises can never attain. Th: has 
been so in all ages, even before Law's famous Mis
sissippi Bubble. True, statistics of earning, art 
regularly given out and balance sheets are publish
ed, but, in regard to any corporation, statistics of 
earnings and balance sheets do not tell the whole 
story. To know how things are going it is nearly 
always necessary to read between the lines—a dif
ficult thing to do when the operations are carru 1 on 
many hundred miles away. Right at the beginning 
there is the question of jhe capitalization. How 
many investors in Canada know the basis on which 
that has been worked out. For example, suppose 
one group of capitalists, in organizing the fir.t of 
their foreign ventures, deckle to keep the capitaliz
ation down as low as possible. All the bonds is
sued represent money actually paid for property 
and rights, taken in at sensible valuations ; the com
mon stock represents a bonus to themselves and 
has at the beginning no actual concrete value. 
Operations arc commenced and the property de
veloped ; in short order, the common stock, or the 
equity lying between the face amount of the bonds 
and the real value of the property, begins to in
crease in value, and after a while gets to be worth 
over par. Encouraged by these results, the pro
moters decide to organize another company. This 
time they have something to guide them. They 
capitalize on a wider basis. That is to say, they in
corporate as part of the property they sell to in
vestors some of the profits to be earned in the 
future. Relatively to the real present value of the 
property, the capitalization of the second concern 
is much greater than was the first. If it were a 
case of properties at home in the Dominion this 
matter could be checked up by investors with some 
degree of satisfaction, but away off, in foreign 
States, the conditions are altogether unfamiliar; 
scarcely any one here knows what should be paid 
for concessions and privileges, or what is a fair 
price to pay for existing properties bought. All 
this has to be left to the men in control. There is 
no satisfactory way of checking them. The de
velopments in connection with the Equitable mat
ter in New York, have shown that big financiers 
even those standing highest, need to be checked 
and supervised, otherwise their passion for acquir
ing wealth may lead them to dishonourable actions. 
We do not say that the Canadian big men who have 
control of the foreign ventures here referred to 
have done as outlined ir the above supposititious 
case. All we say is that if they did do so, mast 
Canadians would be ignorant of the fact.

Another point is this: In Mexico and the South 
American countries, the usual rate of interest is
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CANADA > SOUTHERN INVESTMENTS.

The Mexican Light and Power Co. recently made 
an important issue of bonds, which, though taken 
in the first instance by the directors of the company 
and by financial institutions, is intended finally for 
distribution among investors. The Mexican com
pany is one of the most ambitious of the foreign 
enterprises controlled by Canadians. One of its 
recent achievements was the acquisition, practical
ly, of the whole lighting business of Mexico City 
which was purchased from American, European, 
and native owners. As there has also been a con
siderable investment of Canadian money lately in 
the other Southern enterprises, it will not be out of 
place to recapitulate and set before investors some 
of the considerations they should bear in mind 
when such offerings arc made to them.

Perhaps the main attraction these ventures have 
for our people lies in the rate of return they yield. 
At the same time, it is remembered that the men 
who originated them ami who now control them 
have been eminently succès; fui in what they put 
their hands to in the Dominion. The rapid de
velopment and the increase in the dividend rate of 
one or two of the companies first formed have fired 
speculative interest. The profits made in San Paulo 
undoubtedly exerted a powerful influence on the in
vestment in the later Mexican and Rio Janeiro 
schemes. It is no wonder people get excited when 
they sec a common stock which was given away for 
nothing at the start selling, two or three years 
later' at 130 and paying large dividends; no won
der they are eager to pay their money into some
thing new when it is artfully insinuated that it will
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