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BANK EMPLOYEES AND PENSION FUNDS
Tth April, 1920

To the Editor,

The Chronicle, Montreal.

Dear Sir =

I a recent issue of The Chronicle you publish-
ol table showing the disposition of Bank profits
for ten years,

Vou show that over $7,000,000 of shareholders
poney has been transferred to Pension Funds.

I{ the wages of the Employees ol Banks ¢re to
he increased, and made in many cases better than
those of other institutions, surely it is time that
Al <hareholders profits, should be given to share-
holders, and allow Bank Employees to depend upon
their savings, as shareholders must

It would seem only fair, cither that subserip-
tions to Pension’s Fund chould cease, and dividends
he inereased, or some method of sharcholders

haring in Old Pensions, ghould be arranged.
Yours fuithfully.
SHAREHOLDER

——————
PREFERRED STOCKS PRO AND CON
By Sterens Palmer Harman.

Fundamentally what 1s good for a corporation 13
cood for its security holders.  Owners ol a com-
pany's stock and bonds are concerned, first of
Ail. that the company should carn enough to pay
lividends and interest, lay by @ sufficient reserve
or surplus to tide it over Jean years, and in general
that it should be honestly and efti jently managed.
However investors like other people are often short-
sghted, preferning the present gain the ulti-
mate larger gain.  For this reason the provisions
ander which preferred stocks ave j=sued are usually
most carefully hedged about with stipulations as
1o what shall be done with the money earned, under
what conditions new securities niy be issued, and
where the voting power of the corp ration's stock-
holders shall lie.  In these stipulations will be
found the chief advantages, as well as the |\r1n-‘v|r||
dangers, attaching to 1ssues of preferred stock

Quch issues are a frank attempt to induce mvest-

common  stock

per cent, or even more I3 specified

sometimes resulting

ment by people who find the income from bhonds
too small to suit their tastes or needs, but who are
anwilling to accept all the uncertainties mherent n

In not a few instances, the agreement under
which |ll'('f~ rred stock 1s ps=ned |vl¢.\il|l‘~ that the
company shall always mamtam quick assets” (in-
cluding cash, bills receivable, materials on hand
and the like) equal to a certain percentage of the
pn-fm'rwl jssue : sometimes a hgure as high as 100
This 18 1n
recognition of the fact that corporalt difticulties,
in bankruptey, are often the

result of mability to meet current obligations, even
though a company’s “lixed @ wets,” including,
plant, equipment, <inking funds and the hke may
far exceed its obligations In one sense too, such
i |>ln\|~lnl| (L m|l-",_'||||4| against |||||||u|ur| pay
ment of dividends even on the preferred stoc k, for
it the stipulation s vigidly adhered to, dividends
obviously cannot be paid af such payment would
ceduce  the current assets  below the minnmum
stipulated.  This matter ol the payment of divi
dends is someThing that needs to be closely guarded.
Pressure from the common st kholders will often
be exerted to foree payment of pref rred dividends,
even when they have not been carned, since the
common stock can expect no dividends as long as
there are arrears on a cumulative preferred issue.
Crood management on the part ol a o l|l|‘l|l}"- offi
cers and directors, and self-restraint on the part ol
the stockholders, are needed to see that no hinan
cial mstakes of this sort are e

Accumulated dividends due on o preferred issue
are, of course, one ol the factors that may result
in substantial gain for the preferred sto kholder
e Colorado Fuel & lron Co.n 101G pad ol
6O per cent.an back dividends which acemmulated
on the preferved assue. It requires painstakin
analysis, however, on the part ol the prospect
buyer to deternine what the chanees are for the
liquidation of back dividend If o compar 15
ably managed and is gradually maproving ats post
tion, the chances of payment are naturally n nch
better than in other easesin other words, the
fact that dividends have acean it d docs not mean
that lht'_\ will ||||'\H:l|iﬁ_\ he |>,|lr| It may ||||-|n||
that a prn]m-.\\ will be made for a compromise on
back  dividends, usually — pernutting them 1o b
cleared up through the issue of new stoc k rather
than by cash payvment The stockholders, recogmyz
my the |lu|u lessness ol looking lor the cash to
which they are nominally entitled, may aceept
cuch o compromise.

\s elements in the attractiveness which corpera
tions seck to throw around their preferred stoc K,
the most |t|||~|lh'||n||- may llln'lllt\v i ||vn\|-|n|| et
mitting the preferred to share in profits equadly
with the common after the stipulated  dividends
have been paid on the former—a provision which
naturally, wonld not be vi wed witn favor by the
holders of the ““junior” shares. and which 15 not
frequently encountered.  Or it may b provided
that in case preferred dividends are onntted, an
imereasing amount of voting power shall acerue to
the pre ferred shareholders.  Or it SOMenes
'|.v1||||n--i that no bonds or other prior obligations
may be put out or assumed by o company without
the consent of a large majority of the preferred
holders \nd finally, it may be agreed that a
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