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BRITISH CONSOLS.

The low price of British Consols has been a matter.
of concern for some years past. A London contemporary, |

in a semi-official statement, states that the government
will before long take steps to bring Consols within the

reach of the small investor by converting part of the

National Debt into bearer bonds in_amounts as low as
45. This is a reform which has been advocated for many
years, and never hitherto seriously considered hy the
National Debt Commission. ‘‘It is believed that by
making our premier national security as easily dealt in
by small investors as are national securities in other
countries Consols can be revived.’’ 3

In the meantime, Sir Felix Schuster, the well-known
international banker, who, by the way,. has just been
elected a director of the Grand Trunk Railway, has sug-
gested the offer of an option to holders of Consols of a
voluntary conversion from 214 to-3 per cent. Consols at

one time fell to 7834, their lowest quotation since 1847..

Such a fall in the price of the premier security is not only
injurious to the actual holders of the stock, but to the
nation at large, for the price of Consols is the measure
of the national credit, and if it had not been generally
thought twenty years ago that that credit had been firmly
established on a totally different basis, the conversion to
a lower rate of interest could not have taken place.
Allowing even for the smaller yield, we have to go back

‘thirty-thrcc years before we find a equally low quotation,

for a two and a half per cent. stock at 78 is equivalent
.to a three per cent. one at 9374, and not since 1878 has
the price of old Consols been quoted so low.

The conversion, as Sir Felix explained, must be
purely optional, and.certain inducements must be offéred
to the holder to compensate him against the sacrifice of
nominal capital consequent on the operation. On the
other hand, the transaction must be one which entails
‘no great cost to the State and the tax-payer generally.
In the first place, it is evident that the new stock must
‘not be redeemable for a large number of years, say, at
least, sixty years, otherwise when money becomes cheap
again the temptation for a further conversion and re-
newed reduction of interest would bhe great. Secondly,
some slight further inducement should be added, and
Sir Felix suggested that the interest on the new stock
should be paid free of income tax. A three per cent.
stock, free of tax, would at once attract a large number
'of investors, and would become extremely popular as
the only stock to which such a privilege was granted.
The sacrifice involved to the State would not be so great
as one would be led to suppose at first sight, for, as the
State itself is a large holder of the security, there would
be no actual loss involved in such holdings, whilst it
may be assumed that the stock would soon be absorbed,
as it is desirable that it should be, by a great number of
small investors, who would, in any case, be entitled to
claim redemption of the whole or part of the income tax.




