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NEED FOR A FINANCIAL HOUSECLEANING.
e !

enth;fsl-lere are signs that in certain directions Canadian

i 1.asm h.as overruled Comrr}Ol’lSense Sl regar.d f6r

Conee rict maintenance of Canad'lan credit. The 1n01‘de.nts

- nurned have been comparatl\.zely few, but suﬁ‘l.c§ent

ang tmber to cause self-examination, self-:admonltlon,

Provi el resolve to mend ways which are not
ng attractive or profitable at home or abroad.

the 'The. Chiet unsatisfactory feature in this .situation is
iVi(;nablllty of various mdus‘trlg}l amalgamations to pay
L. en(?s on t!qexr heavy c'ap.ltzl.llzatiqn, or to show' earn-
Prog approaching the optimistic estimates made 1n .the

pectus which was offered to the investor at the timé
A ?tonsolida‘fion. One promin-ent merger has default.ed
e fs .bond interest. Anot}}e.r is likely to do so. A third
°urt}?lled to declare t}}e d1.v1dend on preferred stocl.{.. A
olla has earned, during l.tS second year, half a million
Seriors less than the estimated earnings. These areé
undeus. Satiens, and will .have two effects.:.ﬁrst, an
secOrmmmg.o.f confidence 1n Car.ladizm Se(.:urltleS; a}nd
Withnd’ suspicion on the part of investors 1n connection

1 securities issued by mergers. Too often, consoli-
t:I‘;lZon. of industrial enterprises has meant over-capi-
Daniztlon’ counteracting difficulties of individual com-
. S absor]aed, -makmg easy money for promoters,
8 almost invariably over-estimation of economies to
SaidaChl’eved ff'om amalgamation. .Although it has been
o by President Taft th?t. it is ‘possible to conduct
COmE?ss 'under modern CondlthrEs lechout the c:rutch of
i ination, there are those who think otherwise. We
all, therefore, have more mergers and further issues
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of their securities to the public. The promoters may
figure the following-as certain factors in the situation:—

1.—More information than hitherto afforded as to
the past history and actual earnings of companies ab-
sorbed, must be given in the prospectus.

».—The investor must know what was paid for the
properties acquired by the consolidated company, and
whether the consideration was cash, stock, bonds, or
all three.

3.—Greater discretion and conservatism must be
used in estimating the economies likely to accrue from

amalgamation.

4.——Capita1ization must be based upon the cost of
acquiring properties, real assets, a reasonable amount
for future development, and legitimate profits to pro-
moters.

5.-—Capitalization should be such as to enable the
predicted dividends to be paid even in times of moderate
trade depression.

The second undesirable feature, and one which has
a tendency to grow stronger, is unbridled speculation
in land. Fortunately our banks act as a check in this
direction. The past few months have witnessed the birth
of innumerable land companies. These have been floated
in every part of Canada, and a large number have found
their way to England. "Prospectuses have been issued
forecasting enormous profits to shareholders, profits
which may not easily be paid at any time and cannot be
disbursed in bad times. Such times come every few
years in every country. It looks as though the excite-
ment of land speculation has gained such an impetus
that many are no longer content to gamble with their
own money. Through the medium of land companies,



