
q MONEY ANDqMAGNATL5
Why the Stock Market Suffers

0 long as war loans are comiflg on tbe market and paying 41/2 and 5 per

cent., the prices of international securities must tend to decline.ý PeopleSare selling their old investments to take slces of the new loans. When

international stocks go down, it is bard to hold up local stock. For-example,
Brazilian, C.P.R., and MacKay are international, and are selling lower than they

were a year ago; this affects ail other stocks on the Canadian e«cbanges by
sympathy, aside from any reference to earnings assured or prospective.

Canada's Financial OpporLunfity-M H loose talk bas been miade to explain wby the United States got war
orders fromn the British Government wbicb sbould have corne to Canada.MIt is commonly said that the reasons were "financiai." Some people

seem to tbink tbat the United States manufacturera are sendîng munitions of

war to, the allies "on tick." The truth is, that mucli of it is paid for in advance
and ail tbe rest of it on delivery.

Instead of there being "financial" reasons why orders should be placed tbeýe,

the opposite is true. The large size of the allied orders placed in the United
States bas created an unsound "financial" conjoition. Tbe allies will sbortly be

forced by "financial" reasons to cut down the supplies they are getting from

tbe United States. The Americans will flot take tbe paper money of Great
Britain or France or Russia. Tbey will not take war boan issues except in a

limited way. Tbey demand gold, and the supply of goid available for this pur-

pose is almost exbausted. Already some supplies for Russia bave been beid
up on tbis account.

Plainly, tben, tbe "financial" reasons do not exist. Sir Thomas Sbaugbnessy
gives tbe real reason: "Becaus'e there were greater facilities there for maklng'
shells and ammunition."l Canada got less than bier share of tbese orders be-
cause it was not tbougbt that Canada could fill tbem. If it bad been realized
tbat Canada had tbe macbinery, or could secure it on short notice, and the
mechanies, there were "financial" reasons wby more orders wouid have been
placed in this country. It bas oniy recently been forced upon the notice of
Great Britain tbat Canada couldi supply more of tbe required material if given
an opportunity.'

What uf the future? There are "financial" reasons wbîcb wîll compel Great
Britain to, place more orders bure in future. Tbere is a surplus of money beye
and Canada can finance tbe maklng of supplies. To accomplisb tbis lt will be
necessary for the public to subsoribe to the "war beans." Already the banks
and big financiai companies are considering tbis. These institutions *i11 bu
willing to'take "war boan" securities if, in case uf necessity, tbe Dominion Gov-
ernment-wili advance -Dominion notes on such securities, as was done un other
stocks and bonds last autumn. No doubt this can bu arrangedi.

Under such a system, Canada can SUPPly munitions witbout asklng for Brit-
isn gold. Canada shuuld be able f0 take, say, two bundred million dollars or
British war boan securities In exebange for two bundred millions of war mun-
itions. These securities could bue dlstrîbuted among moneyed men and moneyýed
institutions stimulated by patriotic impulses.

The Canadian Pacifie Railway, Sir Tbomas Sbaugbnussy informa us' on bis
return from London, bas. arrangudi f0 turn tbeir buge car sbops înto sheli f ac-
tories. No duubt Sir Thomas bas provided for bis financing in some suicb way
as cutlined abo've, tbe Bank ut Montreal taking British war boan seCurltiesýand
advancing monuy to the C. P. R. to pay for tbe labour and materials. Other
companies sbould bu able to do tbu samne, wltb the assistance of tbe banks and
tbe Government. This wili be advantageuus f0, Great Britain and advantageuus
to Canad~a.

The Canadian peuple'have nearly a tbousand million dollars on depoBit in
tbe cbartered banks and other savings institutions. In ordlnary times, ail this
money Is employud ln financing the'business ut the country. Just now theru is
an idie surplus, because there is less manufacturingý less rallway construction,
less building ut bouses and factories, and su on. Canada bas more tilIe capital
to-day tban at any time in its hlstory. It will liu easy f0 turn this surplus capi.
tai intu the manufacture of munitions ut war.

There are two dangers in ail this wbîcb must be carefully considerud. First,
If wuuld increase tbe amount ut paper money afioat ln Canada. Tbis 18 not
serious, because there is less currency in circulation tu-day tban tbere was last
autumn. Secundly, the manufacturera might be, in a serious position if tbey
turned tbelr factories info munition works and tben fuund fbemsulvus wltbu:
orders by a sudden stoppage ut tbe war. This la a danger which cannot be
avcided, and is shared in commun by manufacturers in Great Britain and the
United States. Yet if la a danger wbich con be minimized by foresigbt and con-
survative management.

The conclusion is, then, thaf Canadian financiers should arrange f0 place
British war boan securities here un the Condition tbat these be paid for in
munitions ut war to be manufactured in tbls country. We have must uf the raw
materiai, mnucb ut tbe necessary machnnery, and an abundance of skillud
macbinists. Ail tbat Is neudud la a bold and courageous financiai policy.

A Rigorous Bank StatemnentALL the bank statuments which bave aPPeared this year bave rufiected botbA a consurvative pollcy and war conditions. Whefher Canada had been
affuctud by war or not the banks wouid probably have buen pursuing

the saine cunservative ponecy that they are to-day. Sonie critica of the situa-
tion are aftributing everythlng f0 the war and forgetting that Canada had
entered upon a perlud ut retrenchmna and readJustmient of values long before
the war broke ouf.

The Home Bank report whlcb cuvers the yuar ending May 3lst, dlsplays
tbe same rigorous attitude on the part~ o! its management as preceding reports.
Nearly tbree hundred thousand dollars were appropriafod to meet bad and doubt-
fui dubts, and to provide for d4opreciation ln securiflea. In addition neariy
double as xnuch was wrltten of bank premnises accounit as in the prevlous year,
With thia explanation it la easy to underatand thaf thbe profita for the year were
lower than during thte previous year. These profits ainounfed to $163,929.44, as
comtpared wlthi $167,125,00 in the previous year. This la a very smaîl reduction,
and if th~e aforesald r1gorous freatmenf bad not been adopted, Profits wouid
bave shown a considerable increase. This shouid make the stockholder feel
higly pleased.

The depositi not beaflxg Interest ýamount to $1,197,230, a decrease of about
$125,000, T&he d'poa$te 1earing interest stand at $8,357,638, an Increase of
$500.000. The total increase i~n deposits la thus $275,000. Thisr ia hnother rea-
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