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CANADIAN MUNICIPALITIES SHOULD NOT HAWK THEJI
BONDS

Prevailiflg Practice of Paying Commerclial Firms wlth Debentures instead of Cash Is Undesirab',

The slaca tringency.ý %011,1 is bein;g Leit throughout the
world bas caued Canadiax ilmunicAialitis dillic.ulty ini disposing
of their bondb. The salýe of a large bic uteaggr-gate,
awaits better nîku1et eoniditiolis, la thc ieunaitimec miany cities
and towns nreed uiiooey badly, and are resorting to varions
ineans to obtain it. Short terni rates are being negotiated and
bonds are being peddled to the muecb discussedl local investor.
Finally, firnis Joiogz local irnporting work and supplying plant
materials, ete., te inunicîpalitit-s, are afsked to aceept muniiicipal
bonds, îilstead of cash, as paynlient. Ie that a wise course I
Merely Shiftlng the Strain.

The Motnetary Tines,ý commiienting uipou this phase of the
bond situation recently, said: 'There are several objetctins te
sucb a course, and it tsonne doubtful whetber contmeial, firmis
hav\e any strong desire ta develop suddeuly îinto iimiatuur bond
bousecs. -Municipal bonds siiould be sold by the regular methode.
If mnoney is tiglit, eeonorny muet b. practised and worlc peut-
ponred. The foistixng of mnunic-ipaýl bonds opon paving, rnacbinery
and other companies gives no relief to the general municipa
bond situation. It imeîeiy shifts the etrain."

l'le Mouetaîy Tiiues bias 4ouight the opinions of prominent
bond bjouses on the sub-jeet. The commercial firme are naturally
reticent in expressinig tiheir iios but it uîay bie said gener-
ally that tbey bavýe no great wvisb to introdluce a bond depart-
ment into their business.

Borne Objections te M.thod.
Soins of the objections to the course being adopted by

miany civie autiiorities are clted by thie bond brokers ss fol-
bews:--

Contractore at-cepiting mnunicipal bonde, lin view ef
money market conditions, lond their contract pcs

Bonds are lndiserirnlinately hawked, injurlng- municipal
credit.

Contracture or mnerchanite holding bonds might oiffer
theem at mornie time at ain unfair maarket value.

Future, issues would probably b. more difficuxlt to
place.

Munlcipsities Would Buffer.
Tiiese are a few of tii. reas urged againet the. prac-

tic.. ir. TP. S. Q. I' 1 emanager of the Ontario Securities
Corporation, Toronto, tells Thei Monetary Times that i hie
opinion tuis mneans of disposlng of debentures, if done to an y
extent, wlll have a veîy injurious effect, both upon thie muni-
elpajlitioes thiienselvee and also upe)n the bond business generally.

''lu the firet p hce" oi adds, "'firmes framn 'who the
nîunnîipalities are purcbasing miaterial, etc., knowinig that they
aire te receive debenuituies In p)ayinent, would uniquestîouiably ask
a biglier p)rie. for the marterial, etc., thani if it were a cash
transac-tioni; or in otbieî woîds tbey would want to buy tii, de-
bentures inat a igureblw thoir mnarket value, as no douibt tiiey
would b. iliolis to disp)ose of thes.e for rash at the firet aval-
ablle opportinlty.

'8cnlbond brokere would naturablyJ be very careful
le tenideiing for future issues of sucli a uiclpiijality, knowilng
tiiat any t i me tiie bonds in thie bande of somei contractor or
inierchant iniigbt be ofïered at a pue not tin keegnirg %wîtb tbe
thlen fair inaîkvt vaine. Tbeof oie thie mnicpalljtyi would
banve miore or lees, diftlculty la pilacing thiii next issues of bonds
ta adivanttgo tikrouigh thle ulýji chaiinelsb, viz., bond brokýers.

-''or theuse reajsoii,'- conc(Iles Nli. l'epler, "I1 cannt see
any real beiiefit to be deîivedi frein this mode of procedlure. Lt
le only a temiporary relief to the miunlclpaltles, for wich tiiey
wuld no doubt lin my inid bave to pay dearly in the. future."

TWELT14 INTERNATIONAL CEOLOCICA&. OONCRES.

The tvcltii International Geological Coilgresi, whic lis

tu bc bl-d in ( anadia this year, givces pirmise of being a
malkcd success. Tl'le guveXunlients o)f twcntY-five differelit
counties bave signiticd thlir initnin of sending officiai

delgaesan vàriius scicnific inistitutiions in tbîrty-eight
couintrica will be represexîited. The mr.mb)Ershilp already 15
seV1en hundl(red( alid thirty, consistinlg of lteadînlg geologists
and minin. en oer f thec wholc- civilizedc world.

Thle c'inio thev Couigrc.Ss wili bc hIl rin 'Feront,( On
Augusýt 7 t<) 14, inclusive. duringý which papcirs of great gen-
cral geolo.Lici intert-;t wili be read and discuýsd. The
most attractive feature, hiowivc-r, is tbc ç)pporturiity that will

bc affordcd te vi'îit the luading mniigi districts anid points, of

greatest geological initerest in the country. To this end a

great number of excursions have hren arianged for, and a

series of guide books have been prepaied by the Geological

Mesrs. (Goldman and Comnpany, Torouto, raise sornewhat si
lari obji ctiions, and strongly disapprove of the practice induliged
by somo.i municipalities in Canada of disposing of debentý
issues to provîde fonds for the construction of public works.
contractors. Sucli transactions usually occur during apeioï4
financial stringency, when a municipality finds it difficult
realize on its bonds. Contractors, they say, have to take c
rent conditions into consideration and load the price of th
contracta accordingly, creating entirely fictitious values, b
for the. wonk and the. securities received in payment. In
case Messrs. Goldman tell The Monetary Timnes the muic
officiais congratulated theinselves on having turned in an is
of bonds oný a contract for water and sewago istallation,
par. The contracture subsequently sold the bonds at 9o anè
is not to ber assurned that they did nlot at that figure rea,
gond profit on the work.

1 «Another undesirable feature," adds this bond bous.,>
the, tendency to depreciate the munîcîpality 's outstand
securities through an idiscriminate hawking of their bonds
persons not in intimate touch with the channels through wb
debentures are most advantageoualy sold. Municipalities sksj
conserve their credit by directly controlling the sale of ti
bonds in the first instance and not los. sigbt of the. f act t
contracture as a clas are flot permanent investors ini muukJi
debentures and must look to the sale of the securities to
their money out."
Might Oreste Dangerous Situation.

A less rigorous view is taken by Messrs. C. Meredith~
Oompany, of Montreel. They do not think it ie an undeains
practice if the bonds given in this way are to stroug e
who are wiUling to take tiier as investrnents. If tiiat 1îu
the case, it would mean a dangerous situation @wiiig te
bonds being hawked ail over the country at practically

p rice, in order to securo funds. This, they quite agres, wc
be a moat undesirable state of affaire and would hurt thie enj

of the mnunicipailty
The practice of contracturs taking bonds iii full or

payrnent for work dons bas been in vogue for a number
years, and it la oniy in times luke these, when money la Uil
thait It is detrirnental to thie interests of the. towns lssuing
bonds. It appears te Messre. Meredith, however, that the 1,
toi will probably riglit îtself, because of the fact that cent
türs, knowlng peîfeetly well that they carnot seil bonde
timn liii. the prenant, will refuse to takre threm, or wiU <

aceept thiien knowlng wher. they can be placed.
"'So far the. cases that bave cornte under oui notice,» .

a Western bond firm, l"have been municipalities tiiat ha4
ready unidertaken ii.h improvernents or wonke and wore p
tierally tied up by their bankers refusing to grant furtiior e,
ite, m;alnly for ii. reaîon that tbeiî debentures were n
able except et a very great sacrifice, and tbis condition
mt.ore maiirkgd in tic cases of towns in the 500 to 1,000o pp
tion clas.

-Ir, qome instances the. contractors having cornpieted t
work, would demand payment, and even went se fur as
threaten suit. W. tiiink in one case a firm aetually .sc
judgment agaiuet a town. One eau therefore apprecit
munlcipallty 'e pouo; tiiey would pîaetîcally have only
alternative, tbat le, to offer soute of their debentures eithe
seurity or in satisafaction of the debt.

"Tuis condition le obviously brought about by the~ pre,
ing stite or tii. money marktet, and our impression le that ,
the îetuirn of better tiines tues îractiee will al1together ce
one rnigiit consider It an undeffiraible practice, bot as it i.
being goneraily adopted aud for the, foregoing reasons w. 1
not taken tiie subject very seriously."1

. ~.

Survcy. This set of guide books covcrs practi,
through raiiway lines anti steamaboat routes frora S
CapLle Breton to Dawson in Yukon. These consist
,6oo pages, contain well arranged notes, are of cîr

size, are accornpanied by geological coloured mnaps
tions; and make a notable contribution te the0 liteintr
ing of the geolngY Of the country. These guides ar
by thec Congres$.

Two Grand Trunlc Pacifie: steamers are now on thi
run bc>twee(,n Victoria, Vancouver and Prince Ruper
,;,il at the Queca, Charlotte Islands en route.

The Washburn.-Crosby Comnpany is reported as
huild a large flour mill at Port Arthur, which city h.
to gnaraintce $ioo,ooo 'bonds of the elevator firmn (
son and Smith which agrees te biiild a $3S0,Ooci
,and a $soo,ooo flour mil].


