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BANK SHÂRES As AN INVESTMENT. îs a matter that hais b)leen mutch dehated, w,- d,, rut propose
Ihre to cxpr,-s an, opinion bl \onji saving thaât uiidoubtcdly

Majority are GîIt.edged Investmneits, but Question of I amaain h1ýi meun geae safÈetv. The danger at-
Liabiity i Impotant onsidrafio. tilhxngý to, soe of the old local oo wicrrs w as that thev lent
Liailty s mpotat Cnsdertin.too illilh upojý,n one' feret, ofeuuity, and that unduly'large

;iamiounts were advanced te aL few\% particular individuals. The

Since the failuare of the' Farmers Baril,, discussions have failuite of the Cny of Bl~owlank wa', duc to thc latter
been frequent aste the value of bank shares as an invest- cause. ,When the tosition of that Bank was cxamtllned, it
Ment. They hold an unique place in the category of invest- was founid that the' Banil hiad lent as rauch as, ,/j,ooo,cOO
ment securÏties. Most of thcm are gilt-edged investinents, amnz four customners. Gilbart savs:
but the liability attaching te them naturally debars themi "Aîrno-t everi bank that has, failed can point to some
front being held by trustees or by investors who do flot ,Ofne, two orF 01r-e large iccounits to which it mainly attributes
care to accept sncb a risk, bowever remote. But f'or th1- itsfîlr. Baingiiý developments of recent years, through
mnatter of liability, points out a writer in the' London Fin- tht exeso ,f the amnalgamation principle,_ have grcatly
ancial Times, bank shares would stand at much ighcr 1 inillzedl tht1 ane of tht' banks holding an undue inter-
prices thtan they do. As things are, it is possible at present, -'t in, ofle particular industry or of advancîng dispropor-
ta pet yields Of 4%/ to 5 per cent. upon the best English tionlat, amount1,ïs to, a few ndviuas w hile the concentration
bink shares-the averagc returi lapon the' shares Of siNx of onrlin tht' hanids of al fw immenselv powt'rful insti-
Ieading institutions is 47i per ccnt.-whille the shalres of tutions m1-ans1 that1 in tinies of stress funds can promptly
Ma'ny, leading colonial and forcign banks under Biish 1b, tr.mnsfrrod froin ont' distric.t wherc the' credit machine
mnanagemrent offer rt'turns of 55 up to 6%4 pur cent. Th, i- ruinnîng simoothlyv ta the place that constitutes the cerner
special attraction about the' share of a good banTk i'ý tht' of disturbance.«
knowledge that the iabilities are offset by notinig cIsc, but Question of Llability.
tangible assets. Fancy valuations for goodwill, oe-au o ol ett iblt ta i obn hrs
ations of plant and premises (through negct to suthl nix Fi consdertio wichi nmut bchn carefull studme b

%,rite dowrn) and other questionable items that frcqucni3thý p)s, ctv inetr1ortee n n',tentoa
dIisfigurc the' balance-sheets of many industrial coLp%%e fa oenn h'aiîisof banke ishreonersin orcaina

<anhav n plce n ht'balnc shet f bak. Reads' Lrnte Iad tht' colonies have tht'ir own legislation on
convertibility of the assets into cash is one of thc flrst th ujc,ad gism akswr ne pra
maxims of banking. Further, the total shown on the' assets ahater wh{hexmt hn ron cetanof thr prvsions-ii

side of thie balance-sheets of banks in many cases ils proe- ýihhxh ht'ir ivaIs rlit . chere in ti eut thc lroia-)

bably an under-estimation. ý"IIO(csi nti-o h

Are These Secret Rotserves? cait l suscri'ted, hecauise th(' joint stok< b.înksý do flot
iSSU nots. Tht' uncalledi i.ipitîil of the banks Is ofteil

It is a popular tradition that British banks, at ait, rate, didi notofrs athigclal iiiiyadpr
hold secret reserves. W'e are unable to p~robe tht' Iere tOt reserv liabliî. T taker aniLL exaînnle, tht' lt harn of tt

its foundation, but there ils little doubt that onwt' oriîn cf-1 o on t Brl.aeo h omnlvlec 'c
secret reserve at least exists-namely, the writînIg downi of Join Sthwh if t1i hasna balun poi up.
premises, below their real value. Ia this mnatter tht' 0fii the hianc of iiiu).e £5i clal ta s

of Englaaid, the' keystone of'the banking arch, sets; i rt'mar1k_ (If. eeedU ta ti'le for , thc purpos e tht ian,
able exam, ,fri t wnblneseti <Ice o', take« and 1-5o) const1itutes rese ,rvl, 1iiil, by whîch is meant
credit te the extent of one penny, for its enoirmously vaual htit can4 IInot be, cAlled upl except in tht' event of, and for
site and buildings in the' city that cover a distric t in te Illhe pr ose f, tht'ctpnybigwon p In the' ev-ent

selves. cf lqidaI.tionI th11 liablility- of shrhlesin limaited o
in the past ten years a substantial f al bas takeni place pxiset'sihîrsct te on'ya fe h aeof

in the value of English batik shares. This is due iii partý 1)11th ra;nsfer, but the-re is the' liiaiontat aIl pri.senlt
te reutctions in dividends necessitated by the constant1 ihrhndr ust first be exhausîcdl, and,] further, that pastý
wrtiniig dIowa of Consols and other gilt edged suiyhold- shrhlesare in ne cas responsb)le for dbsicre
ings sinlce 1903. But the main reason for tht' f ah ha enate hycasdfnnia cncio ihte opn,
simly connected with the readjustmnent in the y'ields cf ail Caltectio onit Capitalpa
high-class stocks. This may be seen froin ilth fact tht, aloncpt.

wýhe-reas a decade ago the average return upon oeteIr, recent -- il- 1h1- c1lîig upii of a p)ortion of the' un-
banik shares, at tht' then current prices, was only abcu()t 4 call('d capta bs in1 numerous' intnePartictilarly with
per cent., tht' returu obtainable to-day averages- over 4Yt forcîgi, and' coçlonial banks, îvli anidsomle bonuses to

prcent. tht' shrhl ers, ing te tht' ipremiumsn, w\hich the old
perI EgIh ai shares. cIm enîad Tht' pwssibility of calîs being made

Fail n EngIsh Dnk Shres.undeIr lespesnfondlitions Imust flot he îentirt'lv lost sight

Tht' faîl in English bank shares during the' last ft'w cf, but ithfl most of tht' old e'stalished baik:ig'institutins,
years contrasts with an advance in tht' shares of many b)anksý tht' danger attaching to -the' uncallcd liabil]\ity c xccedingly
%vorking abroad, tht' remnarkable increase of prosperity in remrote. 1la this connection the' writer recalîs a conversation
such "new" countries as Canada, ArgentÎna, Mexico and hapsedafwyasago wiÂth an astute stlockbroker wýho
Egypt having been taken full and very profitable advantag was aout to invest aI largi, portion of his private capital in

-cf by tht' banks located there. la tht' matter cf depreciation tht 'shares Of On'o e)f our1 inlcipalt English banks. Tht'
of investments it is probable that our batiks have at last g;ot brokerccneie tht' ideta of in arn against tht' uncalled
.down te bedrock, and in view of tht' brightnes--s cf tht'. trdeabiliiy risk atnd aprahedý a fricend Wbo was a member of
outlooik and the steady development that îi- goînig on in t h'-oy s. 1 Theltter erssdhillISelf as quite. wiiling te
barnking business of tht' counftry this probabiiity en-ables us und]ertake th(, risk for a nomninal premnium, but added naively
Io take a dîstinctly cheerful view of tht' market. There is tha;t it 1ou -be ike taing oney under false pretences te
ont' point, toe, arising eut of tht' question of wiriting downj accept the preim <bcause if the' -Bank goes, then
irnvestmnents that is worth making. Tht' London an id Pro- wei go ton, anld haîlfLovsa wl.
vincial Bank, for instance, which since 1903 had de1-voted ne Canada's Law Is Rigorous.
less than £643,ooci te writing ýdown its securities. "'At De-! On tht' score of iab1ilîty for capital and note issue that

_ebe 3, 1903, the' security holdings of the' London and'atce ett hr fbnk bod ti mosbet
Provincial Bank amounted te about 4ooo and they' maIýke aaythîngý like( I a Ni xaustive survey; intending share-
have siace arisen te about ;£4,5OO,oeo. A depreciation cf hodes ught te obtaini fuil information in each individual
£643,0eo up-on such a holding would rePresent about 15 per cs.Tht' lawv obtaining in Canada is particularly rigerous
cent., which is, of course, a serions ma;tteri for tht' share- uponi bank sh]arehelders. Tht' Canadian Bank Act of 1890
holdersq in tht' sense that this suni would otherwise have been prvdsthat inl tht' event of tht' property and assets
available for dividend. At tht' saine tume, it bas assisted( c'f anyv ban"k of issue incorporated thereunder being insuffi-
the' management in retaining money in the' business, sinceý C'it'fl t<) pay its; debts and liabilîties, each sharehelder shahl
in aIt probability the whole of tht' £4,0o0,000 represented in) be hiable for tht' deficicncy to an ament equal te tht' par
the' holdings of i903 returas tht' same rate of intt'rest asý value, cf the shares held by bum, in addition te any amounit
then, and tht' money set asîdec fer depreciation bas really nelt pid up on sucht shares. This Act excepts La Banque
gone either te buy fresh securitiles, and se increase tht' rcv- du, Peuple and the' Bank cf British, North Amnerica. Tht'
.enue, or to tht' general business of tht' batik, and se bas Comrpa-nies Acts of Queensland, New South Wales, Victoria
îacreased its earning powecr." aind, Taismaina provîde that ne batik of issue registered as

Polic of maigmatin. hlmitedc thereunder shall be eatitlt'd te limited liability in
PoIloy~~~~ eAalaaonrspect of its note issue. Tht' Natal Bank works under a

There is one other coilsîderation, affecting more es- locl law emhbodyinçç a similar provision, but the' Standard
pecially British companies, that adds te tht' attractivt'nessi Banik cf Africa and tht' Bank of Africa are net afft'ctied by

.of batik shares from the securits- point Of vie-w; wýe refer te any local Acts or Charters. Ia New Zealand each bank deingr
the. amalgamnation pehicy that bas been se acl developed business bas its private Act (the' provisions of which gvr

cf lte ear. Wetbr te eimiatin c th loal ankr tht' issue of notes by each respective bank) except the Bank

'through absorption cf bis business by tht' large joint stock ef Australasia, whose Royal Charter is equivalent te an Act
,bank bas brought unmixed benefit te the trading comimunity ýof tht' New Zealaad Parliament.


