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tion of the point of view. And this consideration is
all the more pertinent when it is remembered that the
“Economist” looks upon such Guestions from the
English standpoint, while the C.P.R. necessarily is
influenced by conditions which prevail in.the financial
world of Canada, and possibly of the United States.

The first bugbear which raises its head in connec-
tion with the new issue is the directors’ proposal to
make it at par, and not at the market price prevailing
to-day. They, thus, in the opinion of the “Economist,”
wilfully sacrifice many millions of dollars which should
go legitimately into the coffers of the company, or
in another way of putting it, issue considerably mere
new capital than would be necessary were they to
sell it at the market price. This kind of finance it
characterizes as unsound.

But the Canadidn Pacific management is com-
posed of men who, while probably they recognize to
the full the theoretically economical justice of this
argument, are above everything practical financiers.
They know, none better, what they can do and what
they cannot do in the financial market. They
recognize, too, that when one-or more of the highest-
standing American railroads tried to finance a new
issue of stock on the above plan, bearing the hall-
mark of soundness, they failed; and that this being
so, it is scarcely likely that they themselves will
succeed. Again, when the “Economist” refers to a
sacrifice of the high market quotations reached by the
C.P.R. stock to-day, it is a moot question how much
this enhanced valuation has been due to the recogni-
tion in the investor’s mind of the very policy on the
part of the management whigch our contemporary de-
plores, and it is a question also how that same high
valuation would stand the shock of any radical de-
parture from that poiicy. To put it.in other words,
much of this high valuation which the C.P.R. is ad-
vised to preserve intact, and to reap the benefit of,
owes its very existence to the knowledge by the pub-
lic that the possession of shares entails certain rights—
to obtain further shares at a moderate par price. To
this also attaches a certain sentimental consideration,
namely, that original shareholders in the great Can-
adian transcontinental for years held on to a very
dubious path, and that it is only fair, therefore, that
they should receive some extra reward for their faith
amid trying times. A contented body of sharehold-
ers is a valuable asset for such!a corporation. as the
C.P.R. to possess, engaged in developing great areas

of new country, and from time to time needing large

amounts of cheap money. Practically, and in the end,
therefore, it is a matter for doubt whether the C.P.R.
is making any serious sacrifice of resources after all.
The whole contention of the “Economist” seems to
bear out the argument foreshadowed in the earlier
part of this article, namely, that it looks at the ques-
tion too much from the English point of view, as is
evidenced again by its approval of the C.P.R.s con-
servative policy in the matter of dividends. The
English railroads, as a rule, uise up all net earnings
for the payment of dividends, charging up expenses
for improvements and extensions, etc., to capital ac-
céunt. On this continent it is considered more im-
portant by railroad financiers to preserve a degree of
stability in the rate of dividend, even though it be a
small one, and, when they n&d money, to barrow it
as cheaply as they can. Herein consists an important
paint of difference.

The “Economist” speaks of coming lean years,
against- which even Canadian prosperity will not be
proof. No doubt; and unfortunately this will be the
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case sooner or | later. gut the C.P.R. h:n_-c good
ground for the belief, and! most 'Canddians will prob-\
ably share it, that even granting lean years, the Vdc-‘;
velopment of the West h3$ now reached such a point,
and the country developed possesses such a gigantic
area, and such ! multitudinous resources, that. even
when the reaction does come, a great transcpntmental
railroad will find enough o do to keep receipts up to
a high degree of proﬁtqblcness,'even though they
should not show| the woifderful elasticity of the last
few years. 1 i s

As to the strictures pf the “Economist on the
policy of the C.PR. in se}fing a large block of its land
in the North-Wiest to a sy’pdicate at only about $4 per
acre, when the market prige of such land has averaged
$5.30 per acre, the argumg;nt may be 'used t-hat several
important items are left 'g?ut of consideration. What
about the cost toithe company of selling that land for
which the settler pays $§.30, per acre? What 'about
the expensive organizatiofi necessary in order to bring
the land and the ‘8ctual sgttler together? Selling land
in a block to a syhdicate it $4 per acre is a wholesale
transaction, the Buyer tdking the “éxpenses; selling
land by the hundred acrei or so is retail; and perhaps
the actual net recgipts to ﬁm company would not show
much difference ifi eitherjcase, especially when in one
case the land is inl selectgd pieces, and in the other it
is o!;e tract, comprising gbwd, bad, and indifferent. '
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NEW YORK LIFE INSURANCE REFORM.
Some very importantirecommendations have béen
made by the ;\'rmstr(ij!g Committee, whi{gh ‘in-
vestigated life assurance ¢ompanies at Albany, and it
may not be amiss to refer briefly to them:-

; (1). Restrictign of §nvestments.—It is proposed
to limit the investmentsto mortgages on real estate
and Government, county gnd municipal bonds and de-
bentures, and mortgagesion real estate. The chief
effect of this would be 't prohibit the investment of
moneys in stocks. It is#a" fact that some bonds are
not as valuable as certaih stocks; again, some com-
panies have lost considg¢rable moneys in nm.rtgagc
real estfite loans. The prgblem of defining thelinvest-
ments which a life insurdnce company may hold is a
difficult one. The Britislf companies leave -the matter
very largely to'the direct@rs, holding them responsible
theréfor. The investor knows that there are many
stocks—for example, bank stocks, trust company
stocks, and certain loan ﬁ('»mpnn) stocks—which may
be regarded as more sec@re than certain bonds. The
net effect of the restrictign, if put in for¢e, would be
that a reduced rate ¢f inferest would be earned, and,
consequently, the Slgrpllx;i returns - to policyholders,
from excess interest eaghed over the reserve rate,
would be diminished| bl

(2). Limitation| of§ the Contingency Reserve
Fund.—It has been the gfactice of some of the large

o

American companies to &'ltl considerable amounts of
money in contingent \res®rve, mainly, we believe, to
offset any adverse Hu(‘ma:tiun in their several depart-
ments. In view of thcz_; violent fluctuation of the
Uniteil States stock nun'l%?(‘t, and the large holding by
American companies of \{.‘_in‘lm. it would appear appro-
priaté that there shouldiibe a substantial contingent

reserve fund. On the otRer hand, if the restriction as
to investments is put|infp effect, the amount of this
fund could be very ptopgrly greatly reduced. S
companies also maintdin @ contingent reserve fui

connection with deferred! dividends under
| N




