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Bank Profits, Stock Prices and Yield

BANK.

Commerce .........
Montreal..........
Royal ............
Merchants* ........
Imperlal ..........
Dominion ........
Nova Scotia ......
Union ............
Toronto ...........
Ottawa ..........
Hamilton ..........
Standard..........

*Five monthe.

Las-t year's
profits.

$2,992,951
2,648,402
2,142,100

533,653
1,125,971

950,402
1,210,774

750,095
850,693
706,740
498,273
555,095

Rate on
present
assets.

1.17
1.09
1.19
1.53
1.38
1.05
1.51

.94
1.40
1.32
1.08
1.21

a chunnel of investment as bank stocks, than prob-
ably any other month lu the year, a discussion on1
tbe subject Is as well timed as it is thoughtful and
deliberate. Remembering the causes which led to
the passing of the Canadian chartered banks which
bave diaappeared lu the past fifteen years, and the
-dishonqsty and încompetency revealed lu tbe post-
inortem examInations, one must agree with the writer
lu the conclusion thut the greutest factor to be con-
aidered lu decIding the question of the safety of a
banking Institution is the "Men."

The argument proceeds:
"The Investor will probably find his greatest

security by selecting that Institution whIch by pur-
suit of sound mnethods, 'by tridition of the bank,'
by esprit de banque, or by wbatever name one
chooses te give it; bas equipped and collectedl ut tbe
bank's head a personnel, lnspired by the policy which
'bas brought that Institution to its present position.
On sucb a standard we have our own opinion as to
the most attractive securities of this class, but each
investor may also bave his own and find it quite us
well based; since the basis is a judgment of men,
not of statistica."1

As te the Influence ef recent events in addlng te
the uttractiveness of bank stocks as investments, the
lfirin calîs attention to the fact that the Youngest of
tbe chartered banks is tbirty-ene years old and the
oldest uinety-six, showiiig that tbe existing institu-
tiens bave withstood the test of years, and one wel
fortlfIed against competition from new ventures lu
the banklng field. There are other advantages now
operating lu fuvour of the established bauks. Under
the former Bank Act the circulation o! a bunk's
"notes was limited te its pald-up capital, and a beavy
fine was imposed for exceedlng thut amouint of cir-
culation, subject te permission, for emergeucy cir-
culation during the crop.movIiig period, ut a cost te
the bank. «Under the new law, Messrs. Jaffray, Cas-
,sels & Blggar point out, banks are permitted te Issue
nlotes uguiust the ameunt deposltedl by themn in a
Central reserve. This new provision removes the
necessity for new Issues, se far us circulation la a
factor. The presout rates for meuey and the ex-
pectatien that slower, traits will keep rates dowu,
are reasons for tblnlng that the banka will net cure
te increase tbeir capital If new funds cannot earu
more than mouey cests. As an evidence of how
rapldlly new capital Issues have been made by the
bauks, the case o! the Dominion Bank le o! interest.
Its paid-up capital in 1900 wa $1,500,000; to-day it
la $6,000,000. ge much for the expectation that new
Issues wlll net be forced on the market.

If, then, there la te be a decreuse lu the supply ef
bunk stocks, that factor alone would tend to uppre-
ciation, but furtber, It ha been the pollcy o! the
buuks te hold buck from the earninga large amfouuts
whIch bave beau placed te tbe reservo fund. Now
Mnost reserve funds are ut least eue huudred per cent.
ot the paid-up capital, and tbe policy o! further addi-
tions te them la net likely te be followed. Agalu,
mauy of the leadlng banka have built large head
Offices. The heavy expenditures ou premIses uccont
cun be said te be largely completed. To thesse two
uccounts, reserve funds and premises, large amounts
et euruings have been diverted ln the puet. The
future dees not seem te caîl for such a diversiou et
Profits. The sharebolder ehould therefere look for-
Ward te an lncreased, distribution from profita. Under
these circumstauces, we expect a graduai appreciaï-
tien lu the price of such securitios.

The uccompauylng table shows tbe profits ef the
banksaund the rate whlcb theso profits represeut upen
the assets, the capital and the reservea.

Three Months' StocksT IE Caniadan market ha taken Itt sprlng
medicine ourîler thun usual this year. Ater
ita experience et 1913, eue would think tbat
a purifying process wus the lat thlng that

the Patient required, but we find ut the close e! the
firat quarter tbe average pries of securities very
slightly ubove the low loyal exlsting ou Jauuary 1.
Thus, tweuty represeutativo preferred Issues steod
at the end o! Murch at 92.75, as compared wltb 90.79
at the beginning e! the year. Twenty represeutative
lndustrial commou stocks made a fractienal rouctien,
the average price being 57.51 on January 1 and 57.24
now, The securities o! fifteen utility corporations
have an average prico o! 117.6, au advauce from

Rate on
present Rate on
cap. & Res. Capital.

10.50 19.95
8.27 16.56
8.88 18.53
9.54 18.55
8.04 16.58
7.52 17.75
7.12 20.80
8.92 15.00
7.73 17.00
8.07 18.00
7.54 16.61
8.69 21.16

Price Rate
March earned on

l6tb, 1914. Price.
$210 9.50
246 6.32
225 8.65
190 9.75
214 7.53
231% 7.06
261 7.7
144 10.41
211 8.05
205 8.06
203'/4 8.16
222%I 8.77

Dividend. Yield

10+2
10+2

12
10
12

12+2
14

8+1
11+ 1

12
12
13

to holder.
5.71
4.87
5.3
5.26
5.6
6.
5.36
6.25
5.68
5.85
5.9
5.84

113.23 lu the three months. The appreciation lu the
values o! bank stocks bas extended from 205.61 te
212.47, and finally, teu active bond Issues have Iu-
,creased lu average value lu the same length of time
from 92.47 to 93.20.

Ou the face of them, these figures tell of an un-
Interesting aud uneveutful market, and tbey do flot
reveal anytbing o! tbat rather remarkable market
phenomenon-the January rise. Tbey relate only the
story of tbe dull beginniug and the drab euding o!
an abaorbingly interesting chapter of stock exohange
hlstory. No one yet has been able to adequately ex-
plain the evolution of sentiment wbicb produced the
dramatic revival lu practically every market lu the
world during Januury, wbich was as short lved as
it was unexpected. That suddeu demaud for securi-
ties whicb sprang up after one year of apathy on the
part o! Investors and wblch heralded the advent or
easy mouetary conditions bas lett some relics of its
presence lu the markets for gilt-edged securities, but
so far as public Interest Is concerned the markets for
listed stocks are as coleurlessaund as semi-staguant
as ever.

It will bie noticed lu the preceding comparison of
prices that while there ha been a fair uppreclution
lu the average value of bauk stocks and bonds, par-
tlcularaly lu the former, common Issues have re-
mained about stutionury. There bas been an average
gain o! four points lu the securities of the public
utility corporations and of two points lu preferred
stocka, wbereas the advance lu bank stocks Is seven.
points.

The appreciation lu bank stocks represented by the
statistics of tbe quarter actuully occurred for the
most part withln a perlod of a few weeks. The recog-
nition of the tact that bank iuvestmeuts were selling
out e! mle wlth otber securities came all ut once,
und although tbe offerlngs had beeu plentiful before
the close of the year, buyers wbeu they eutered the

market in January and February found it practicallY
bare of stocks. The prejudice against bank invest-
ments because of the double liability appears to have
worn off, but possibly the greatest incentive towards
the accumulation of these securities was contained In
the changes in the Bank Act, one of whlch wlll operate

*against further large increases ln capital by the
banks naturally resulting in a less number of new
securities belng created. Again, the banks' reserveb
have reached a level whlch makes further large addi-
tions to them in many cases improbable, and special
accounts, such as reserve funds and premises, have
attained such proportions that smaller contributions
to them. will be necessary lu future. And the
pension and sick benefit funds have been ln the
majorlty of cases established so that profits whIch
have been for years directed in these chunnels may
110W be dlverted to the proprietors of the Institutions.

If traders generally were asked to name the two
stocks whlch provided the basis of the speculative
markets lu the last three months there would pos-
sibly be no exception to the general reply of Dominion
Iron and Brazillan common. Almost every large
financial interest In the country is concerned ln elther
one or the other of these securities, and their market
movements have both depended, or were thought to
depend, upon political action.

The prospect of assistance from. the Dominion Gov-
ernment, whlch has been danglIng lu front of the
Dominion Steel Corporation for xnany a long day,
came dloser during the first quarter of 1914. As
a prelimlnary to this assistance the corporation
passed the dividend on its common stock, an occur-
rence, whlch, although it could not have been
accurately foretold, had been discounted by the mar-
ket weeks before. This year as yet has brought no
improvement lu trade conditions, and foreigu com-.
petition is stili being experlenced. Because it has
come te be regarded lu the public mind as un enter-
prise dependent on Politien for its prosperity, there
exista a popular feeling agalnst Dominion Iron comn-
mou, but lu spite of Its many vicissitudes that stock
bas held its position remarkably well.

The ether market leader, Brazilian, was moving
along triumphantly, as the bulllsh element fondly
expected, to par and better, when the muddle ln
Brazilian national finances çleveloped and the Paria
crowd, which had the handling of Brazilian Traction,
found the task too much for them and were forced
to unload. At this critical time a revolution lu an
obscure section of the country and a drop ln exchange
ou London, lurgely bused on the fears thut the gov-
erument would not be able to meet Its lnterest obli-
gations, placed vIvtory unexpectedly lu the bauds
of the beur crowd lu the market. The euslaught
wbich brougbt the quotutions close to 77, or tweuty-
tbree points below Its high level, was the final
triumph of the bears, and a large part of the rally

(Continued ou page 23.)

THE STOCK MARKET FOR THREE MONTHS IN DIAGRAM

By This Dlagram It lu Seen That the Level of Repressentative Stocke I. Practlcally the Samne ais Three Monthe
Ago. C.P.R. Was a Lilttle Lower and Brazillan a Little Hlgher At the End ef the Quarter. The lsn ue

on April 4 for the Nine StoCke Quoted Above Were as Follows: C.P. R., 20 61/ , Brazlllan 81%; Bell Tel., 147V2; Gan.
Geni. EIec., 109; Dom. Steel Cor., 321/2; Laurentîde, 188; R. & 0., 1lOSY/g; Rogers, 1'19; Tor, Rails, l38'/2.


