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is one of the most fertile sourees of mischief
to which financial institutions are exposed.
No one would be thought competent to take

the management of a bank witheut a previous |

training for his duties ; but it would seem to
be supposed that any one whe is a tolerable
book-keeper may undertake the conduct of a
building society.
be made.

The case, then, plainly put is this, that
these new societies must lend at as low rates
as the large sodieties, (if at higher rates a
proportionate increase of risk is involved,)
and as, at the best, they have rclatively
but about half the sources of proft enjoyed
by the éstablished and wealthier societies,
they must therefore pay a proportionately
lower dividends.

At the rates of interest current it
would have been impossible the
best of our societies to have built up their
large reserves, even with all the other advan-

now
for

tages they possess ; and it is the existence of
these reserves that accounts largely for the
high rates quoted for their shares. The net
rates received on loans are lower than the
dividends paid by nearly all the established
societies, so that in the absence of other im-
portant sources of profit they would be com-
pelled to reduce their dividends at once.
One society that we know of, which has been
in operation for a yeiu' or over, has not yeg
paid any dividend. Another, still younger,
has, hut the amount of that dividend was
admittedly realized from premiums received
on sales of the company’s stock—a ques-
tionable and very unreliable seurce of divi-
dend.

A result of the anxiety of these new socie-
ties to get business is the publication of
deceptive announcements as to rates. Pro-
posals have been issued to lend money at 5,
54 and 6 per cent. This is simply delusive.
These Bocieties do not lend a dollar which
realizes less than 8 per cent., and seldom less
than 9 per cent.

We would much prefer seeing capital flow
in other channels, where it would bring more
profit to the lender, and confer a public ben-
efit ; and to this great end we are satisfied
that the multiplication of small building
societies does not in any way tend.
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CULPABLE CARELESSNESS,

An adjourned megeting of the creditors of
Mr. Robert Simpson, of Newmarket, was
held in Toronto last Tuesday, at which were
represented his local creditors, and sonle of
the leading wholesale houses {n Montreal
and Toronto. The insolvent had been, up
to the end of October, doing a large general

business, was in excellent credit, and was

believed to have been worth from .,';.'\l,k'(ﬂbhvurr. in whag

No greater mistake could |
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| to §25,000 uﬁr all liabilities, A# that time
( he was burntfout, only a few hundred dollars’
| worth of hi§ stock having been rescued.
There was ;&1 insurance of ouly $8,000 to
cover an estigpated loss of over 840,000, and
Mr. Simpson became insolvent. The state-

ments presenged at the meeting showed asscts
valued at 8‘.’.’:‘7(‘»0. to meet claims of $54,000,
or 44¢. in the dollar.
of the matter; developing facts to which we
will presently refer, Mr. Simpson, on being
called upon o make some proposal for a
composition, finally offered to pay 373c. on
the dollar, wgh security, in three, six, nine,
and twelve mlmths, the £8,000 of insurance
money and sgme 8600 in bank fo be paid
over at nnmi to the creditors.  This offer

After some discussion

was acgepted;by a large majority, and the
meeting shortly after adjourned.

The examination ihto the books and affairs
of the inwlnim, after his failure, seveals a
most culpablg carelessness in the eonduct of
his business,} which, when viewed in the
light of its donsequences, borders on crimi-
nality. In the first place, the cash was im-
properly keph Many and large sums, re-
ceived on deppsit and as loans, were used by
Mr. Simpson in his business, and were never
entered, evensin a sort of memerandum-cash-

the gencral gash-liook at all. There was
nothing to show ‘that a balance of cash had
ever been ut‘rnck gsince March, 1868, Thv‘
way, and wepe utterly useless to sl
state of his gffairs,  To such an extent was
this the case ;h:;t. at the last stock-taking, he
was-led to bglieve himself worth over £20,-
000, whereaf as mearly as could be dis
covered, he was not, at the time of the fire
worth. on the most favorable calenlation,
over, $10,000, and that without making al-
lowance for fbad debts. At the same time
that this negligence as to his'books existed,
Mr. Simpsonibore the very highest character,
not only as § man of the strictest honesty
and integrityi—and |in which respect he has
not lost. in the estimation of those who know
him best, by ivm-wn. of his failure—but also
as one of theivery best business men in the
country ; nm!, morgpver, it was stated at the
megting, by gentleman friendly to Mr.
Simpson, thaj his bpoks were in no worse con~
dition than fhose df any other retail trader
| f}»,:-u{{’umf f”lf section af the country.

If this be frue, it! indicates a most lamen-
table state of affaits. Here is a man who

stood high inj publi¢ estimation, whose credit

was never questionéd, and yet whose affairs

| were so recofled i his books as to itterly

| . s .
him fas to his veal position. 1f he

i deceive
|is as businegs-like

a

as the best of his neigh-

muddled condition must
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book which }‘L had, nor did they appear in |
' Singpson’s case. To do & business of $60,-

|
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.’_lw books of those who fall below his
stafdard ! It is worth knowing this, that
c -."(:]e',stwst is as bad as franud when
the intercsts of ¢reditors are sacrificed therdt
by & not intentional fraud perhaps, bt in its
rcstj(s equally disastrous to those for whom

be

the #rader is morally a trustee.

As long as wholesale merchants are so eager
to sell their goods to any and every one who
“"‘;i in business, so long will the retail trade
be, $1 a great extent, in the handsof men un-
fittéd for the management of their business
and'who must sooner or later go to the 'Iﬂ.
It 8 high time for the trade ta make
a cMange in this respect. . It is their duty to
find out, not only that the men to wham they
truft goods, bear a good teputation, but that
tlwi have some knowledfe of the business,
and how it ought to be conducted, and especi-
ally that they have theit books properly kept.
Gogd book-keepers are not a very expensive
luxfiry. At least once a year—twice a year
would be better—a balance sheet should be-
strdek, to be shewn to every ecreditor who
mig.ht require to see it. No precautions
shofild be omitted, on the part of the whole-
sald merchant, which would tend to ¢compela
business like management of his affairs on
thejpart of the retailer. :

Another point was brought out in Mr.

000 a year, he appears to have chrried a
stogk of £40,000 or upwards, thus immensely

other books Were kept in an equally careless L‘"‘t unnecessarily overweighting himself, to
1ow the | saytinothing of t

1

he heavy loss of interest
which resulted. There is no need to enlarge
on [fhis point. A moment’s consideration
mut convince anyone that the swaller the
s~k a merchant carries, in proportion teo the
exfent of his business, the more profitably,
and easily does he do his business, and the
mde readily can he at any time clase it up,
shomld he so desire.

‘lv‘»tln-r lesson of Mr. Simpson’s case, is
in Yonnection with his insurance. Had his
stk been sufficiently insured, he wonld have
nok only been able to pay his creditors in full,
bub would have had some surplus beside. In
that event he could have gone on with his
buliness with little interruption. _As it is
'nii ereditors lost 62} per cent. of their claims,
anfl his own character as a safe business man
suffers seriously—all on account of an ill-
jullged, thongh, perhags well-intended econo-
mgin the matter of insurance premiuams.
\fl Simpson stated that he considered the
Inﬁlnling, in which he was, nearly firé-proof—
a #* fire-proof ” building we baye come to re-
s as pretty nearly a misnomer—snd that
with the reason why he did not insupe more
laligely. How *‘ nearly™ fire-proof this build-
ilg was cvents have shewn. By a parity of

ragsouing it would have been unnecessary to




