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MONTREAL, AUGUST, 8, 1879.

THE CONSOLIDTVED BANK.

On the 4th day of June last the direc-
tors of the Consolidated Bank subnitted
ta the shareholders a statement bearing
date May 10thc,1879,from which it appeared
that, after appropriating the sum o.f $727,-
265.31 for ascertained losses, depreciation
in securities, etc., the unimpaired capital
of the bank was,$3,026,869.49. On the 16th
day of July folloiving, the acting General
Maiagr, and all the directors, concurred
in estimating the value of the properties
of the shareholders at fron $1,250,000 to
$1,500,000. On tie istof August tie bank
closed, and the valuation put upon its
capital stock by those engaged in buying
and selling it was ?300,000. At the time
the exhsibit was made shoving the capital
of the bank to be $3,026,869.49 an apology
w'as offered for reducing thie nominal
capital, $3,47 1,936.70, by 40 per: cent.,
nmaking it $2,0S3,162.02, on the griound
primarily that some reduction was neces-
sary 'lir order te secure the resumption
of dividends "I next, that the times were
such that an excess of.caution vasjustifi.
able ; and, following this, that the board of
directors had reallly mide an excessive

alloivance for impairment of capital. This
was set forth very clearly in a statement
apart from tie general exhibit, and sub-
mitted therewith, wvhich sioved a " sur-

plus after uaking all proposed reduca-
tions of6943,707.47; this surplus and the
reduced capital, $2,083,162.02, together
making the apparent capital, as already
stated, $3,026,869.49. Tiat all parties
concerned werc aware that the stateients
submitted were understood to affirmsu the
valuation named is proved by tie u-
challenged comnu t of one of the stock-
holders presont at the meeting, ivhicls ivas
in these words: Il According te the report
before us tie stock at present should be
wortl 80 te 84.1

We have, then, on the 4ti of June an
oflicial stateient ini writing read be-
fore the shareloluers and outspokenlly
interpreted by tiemsu as a valuation of the
stock of tie bank ait $3,026,869.40, and we
lave a valuation seven weeks later by the
same ollicials of $1,250,000, or, the ou tside
figure naied, $1,500,000. During the
interim no financial csrasi took place, no
sudden or sharp declines in muerchandise
or produce, os properties of any kind wvas
recorded ; no lcavy or nforesecn losses
were os- could hlave been made by the
bank's clistago. Yet the bassk lost, ae-
coi-ding to its own figures, corroborated by
verbal interpretation, froms $1,500,000 to
$1,750,000; that is, 50 per cent, of its
entire capital; os-, putting it in another
w-ay. about 25 per cent. of every dollar due
tisemn from all sources-the total amouni of
loans, investments, discounts, etc., being,
according to the publisied statem'ent,
:6,970,317.01. The sum of all tie losses
made knovn by failure since tie date of
the first report referred to is made up as
follows:

Ascier & Co......-.........$525,000
Davidson ros. & Co...... 42,000
Fisi, Slsepa-d & Co........ 170,000
Henry Beattie & Co....... 130,000
Bernard Furniss & Co.... 120,000
Othser- failusres, say......... 200,000

Tiese losses account for 80 per cent. of
the amount of the discrepancy between
tie tvo statements nowu in question ; and,
if it be assumcd that the directors iad no
knocwledge that tiese firms were insolvent,
then tiey must be acquitted in the public
mind of wilful deception. But tiat as-
sumption must'be made in the face of tie
fact that streetiiror had been busy with
the naimes of several of tiese holses for a
long time past, and it must be reconciled
witi the admission to. us, directly, on the
part cf the senior member of one of the
firms nameci tiat four years cga lie owed
the Bank over $40,000, vhich lie avcwedly
odcld not pay, and which had lieeti ces-ried

for iim since under constant discount,
vith the full understanding thsat ie was
unable te pay the principal, and iwas not
to be called upon te do se.

All tie figures given, isowe'ver, onliy
account for decreased valuation of tie
capital of tie Bank dcown te $1,500,000.
What explanation may be forthcominsg of
the disparity between thsis estimate and
tiat of the stock exchange, nainely, :300,-
000, it is impossible te conjecture, but,
until a fuill investigation of its afdhirs shaîl
prove t tie contrary, the directors have
a iglit te clain that their own valuation is
ail right,ad that ou tie Stock Exciange
all wr-ong. Tie public wiill assuredly
thinkli diflerenitly, and its opinion will hiave
the excellont backinsg that thus far all
disclosures have tended te confirms tie
Stock Exchange lsimate and disprove
that of tIe Directors.

Settinsg tis msatter aside as onle thlat it
is now premature te discuss, sinsce ollicial
insvestigation mssay tiso upon it unsus-
pected liglht, w-e vouild revert t tie known
condition of aflirs alrecady cited, and seck
to discover how it came abonit.

The first incentive for money lenders
to relax tie care and thorouginess iwiti
whici they would ordinar;ily scrutinize
collateralsis a suspe-abuidance cf loanable
capital. Tiis incentive lias bceen operat-
ing les- years past througiout the commer-
cial wiorld but especially in England,
whence it has extended te this country.
It occasioned, fir-st, a very low average sate
of interest and, next, thi absorption as
collateral cf properties not necessarily of
questionsable value but of a less and less
available ciaracter, as conpetitioi to lend
becaine more eager. Losses ensued, as
wvas inevitable when, througls bad harvests,
natural re-action fron over-trading, and
other causes, values fell. Tie lasses were
certain ta come ; money lendcrs iad to
suffer themi; and tie only question was
iow they should be distributed. Those
loan institutions whici can show small
losses compared with the extent of theisr
business must be comniended for good
management, isile those whose lasses are
dispioportionately large miust accept the
reproachs, apart froim every other consider-
ation, of selatively incompetent manage-
inent. But it should 'be borne in msind
that, if every bank and other mssoney lend-
ing institution in the country, had beeàf
mnanaged with the utmost skill, the issue
could only iave been that lasses were
divided anongst thein somewvhat mo e
evenly. Sa, then, w-henever it snow tran-
spiftes that those who have been employed
by capitalists te lend tieir money liave
incured serions losses in so doing it is
bit right to ccept he' nisfortune as hi


