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RAILROAD FINANCING AND DEVELOPMENT.

Canadian railroad development and its consequent
financing are looming large just now. Within the past
few weeks several events have brought our existing and
proposed transportation systems to the forefront. The
Canadian Pacific new stock issue of fifty millions, the
Grand Trunk Pacific debenture stock issue in London,
the guaranteeing, by the provincial government, of one
thousand seven hundred and sixty-one miles of railroad
in Alberta, the proposed guarantee by the Manitoba
Legislature of the bonds of the Canadian Northern, the
rumour of new financing respecting the Grand Trunk
Pacific, and the engineer’s report of the first progress
of the surveys of the Hudson Bay Railway are the most
important items.

The Canadian Pacific financing has been discussed
in these columns previously. Regarding the Grand
Trunk, Mr. W. R. Lawson, the well-known English
writer, thinks that the most critical point in the history
of the new Transcontinental is approaching. He considers
it of vital importance to the future of Grand Trunk
stocks to discover the possible extent of the liabilities
which the parent company is undertaking by its guarantee
of Grand Trunk Pacific issues. The chief liability of the
former company will be for the Western division of the
latter. It is specially and almost wholly for that division
that the guarantees of Grand Trunk Pacific stock are
being given. There are four specific cases, says Mr.
Lawson, in which the Grand Trunk Company might pos-
sibly be called upon to implement its guarantees. The
first is the Lake Superior branch connecting Port Arthur
with the Eastern or Government division of the line.
That branch has no Government guarantee, and is,
therefore, at the sole risk\of the Grand Trunk Company.
The second case in which the road might have to pay
upon its guarantee is its rolling stock, there being no

Government guarantee for rolling stock. The ten million
{ dollars of debenture stock already issued for this purpose
| are also at the sole risk of the Grand Trunk Company.
The third case of possible call is cited as the Grand
Trunk Pacific share of the mortgage on the Western
division main line. And on the mountain section Mr.
Lawson thinks sooner than anywhere the Grand Trunk
guarantee of Grand Trunk Pacific bonds may involve
actual risk to the guarantor. :
As is pointed out, the Lake Superior Branch will
carry the produce from the Western provinces into Port
Arthur, and there is little probability of a single do!lar
of the guarantee ever being called for. As for rolling
stock, every car which has been built will pro!)ably earn
not only interest, but a large share of its cost In the first
three months. =8
Regarding the mountain section, the Dominion Gf)v-
ernment is liable for three-fourths of the cost per mile.
' Mr. Lawson does not give the coming T ranscontinental
a cheerful write-up. Rightly enough, he analyzes the
position of the Grand Trunk as it relates to the G.vrand
| Trunk Pacific. The result places the new roaq in an
atmosphere of uncertainty and chaos, and the criticisms
'are not likely to help Grand Trunk Pacific issues in
| London. But there is another view which has an im-
! portant investment bearing. The Grand Trunk Pa.mﬁc
'is being built, and it must be completed. The credit of
Canada would be hurt almost irreparably if the financing
of the road were to collapse or its construction cease..
Were the Grand Trunk to record decreased earnings
week after week, were it called upon as guarantor in one,
two or more of the cases cited above, were it to be in-
volved in a financial smash—all wide suppositions—it
is pretty safe to assert that the building of the Grand
Trunk Pacific would go forward just the same. Whether-
| the Dominion Government fully recognize the fact or
not they are bound, not only by agreements, but largely




