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VALUE OF THE SURPLUS
"The reorganization to come after the war" is one of the nightmare pros- 

pects hanging over "business as usual," and most businessmen realize tha 
isome sort of reorganization will be necessary. It may be, however, that the 
i reorganization taking place during the war will prove to have taken most of 
: the sting out of any after-effects. The dislocation which came to industry in 
|the midsummer of 1914 was due to the unexpectedness of the war. Had there 
! been two or three years of warning the situation would have been different. I 
'every one interested is putting his house in order in anticipation of trouble when 
|peace is signed, it is not unreasonable to expect comparatively smooth sailing.

There Is no doubt that manufacturers and businessmen in general have 
I been obliged to meet unusual problems during the past two years and a halt. 
Moat of them would have been considered insurmountable difficulties three 
'three years ago, yet they have been solved without great difficulty. Closer 
i watch has been kept on costs, means of increasing production have been found, 
materials never before considered have been put to use, ways and means have 

: been multiplied through sheer necessity. Will not this refining process through 
! which business has gone and is still going prove that serious dislocation is not 
necessary at any time? , ..

An Interesting article by W. W. Swanson. Ph. D.. In the Journal of Com- 
merce, treats of one phase of business which has been too often neglected in 
the past in Canada, that of the creation, management and distribution of 
surplus This neglect has been the cause of many business failures. Too many 
corporations overlooked the necessity of assuring stability of dividends and of 
business, discounting the future in their surfeit of. revenue, with the result that 
they were not able to provide for the lean periods. The necessity for creating 
and handling a surplus properly is thus defined by the writer:

"During the merger period, 1909-1913, when many large combinations were 
‘ formed in Canada, most of the assets taken over from the constituent com­
panies, were capitalized at their full value, and hence it may be said that very 
few Canadian companies, outside of the banks, have acquired a surplus through 
inheritance. Neither have many corporations in this country, at the time they| 
were consolidated out of the various constituent companies, created any con- 

! siderable surplus by the sale of stocks and bonds above par. A few corporations 
: have disposed of some of their fixed and semi-fixed assets no longer required in 
the business, but the sums realized in that way have not generally been set ! 
aside and ear-marked for surplus account. In only a few cases, and, notably, ■ 
in connection with our banks, have surplus funds been built up by the revalua­
tion of assets, or by the bringing into light of concealed assets on the balance 
sheet. In almost every instance surplus funds have been acquired through the 
'slow but most desirable process of saving, and it is in that direction that our 

hope's must be placed in the future for the development and augmentation of 
surplus funds in connection with the industrial corporations of this country. It 
may he remarked in passing that the American trusts were in no wise more| 
provident than Canadian’ industrial combines, with respect to the building up of 
a surplus, at the commencement of their career. The most notable exception to! 
the general policy pursued is found in the iron and steel concern in which Mr.. 
Andrew Carnegie and Mr. Frick were interested. By following relentlessly the| 
practice of putting back into ’he business the larger part of the profits earned, 
Mr. Carnegie built up such a wonderfully productive plant that he was able to | 
sell out to the United States Steel Corporation for $300.000,000 on his own ac­
count, as well as for such sums in addition as to make millionaires of many of 
his associates. The Standard Oil Company is another exception to the general 
rule that has been followed in the United States, with such results as our 
readers' well know.

| A SPECIFIC USE.
"Once It has been determined upon to create a surplus, the next point to ; 

consider is the specific use to which it should be put. Should it be regarded : 
mainly as a ‘rainy-day fund' to meet emergencies when earnings fall off, to the 

, end that dividends may be maintained, or should it be put back into the business, ! 
according to Mr. Carnegie’ plan, to increase earning power? Concerning this; 

, I problem there is much dispute between two opposing schools of thought among 
. economists and businessmen in general. The Cunard Steamship Company, as 

well as the Hamburg-American Line, have followed the former practice, and, 
|have set aside each year a considerable part of their earnings as a sort of in- 
isurance fund. The Cunard Company has about one-third of its assets invested 

in securities outside of the steamship business, the object being to draw upon 
this fund to make up anv deficit that may otherwise occur in years of depression 
when ocean traffic has fallen off. The theory is that if the surplus is Invested 
over a wide range of high-class securities, it is hardly likely that income from 
that source will show a corresponding decline with that in the regular business 
in which the Cunard Company Is direct engaged. This policy undoubtedly 
makes for permanency in the declaring of dividends, but, on the other hand, it 
is obvious that if the surplus is invested in high-grade securities, a rate of 
interest is realized not much higher than can be secured at the hank. More­
over, if a company that follows this practice should ever be forced into liquida­
tion. its creditors—the bondholders—would gain at the expense of stockholders, 
who are entitled to all that the company can make. This undoubtedly is a 
serious defect in the ‘rainy day’ theory of the management of the surplus, and 

Iexplains why most companies either distribute the net earnings above expenses 
i of operation, depreciation and reserve to the stockholders to whom, of course, 
J the whole net income really belongs. This is the policy generally practiced by 
’ English corporations, and in a few notable instances—especially by the Pennsyl- 
vania Railroad—in the United States. On the other hand, most American and ! 

Canadian corporations are convinced of the necessity of building up a surplus 
whether they translate that belief into practice or not.

STRIKING EXAMPLES.
"The majority of corporations on this side of the water which have enough 

foresight to create a surplus put it back into the business. The most striking 
examples in Canada are found in connection with our banks. The Bank of 
Montreal, the Canadian Bank of Commerce and the Royal Bank of Canada have 
each accumulated large surplus funds, which they have reinvested in the ordin­
ary business of banking. This has given the three institutions mentioned a 
commanding position in Canadian finance, and has placed them, indeed, among| 
the strongest financial corporations in the world.

"It is evident that if a surplus is merely turned back into the business, 
earnings are made more stable and dividends kept at a steady level, or at least 
made more uniform. In behalf of this practice it may also he pointed out that 
no individual could hope to make as good use of his share of the surplus fund 
as the corporation can do for him.

A STOCK DIVIDEND.
"The corporation, however, may decide to declare a stock dividend to the 

end that it may itself retain control of the surplus, but distribute to stockholders 
all the earnings. As has often been pointed out, stock-watering is quite a dif­
ferent matter from over-capitalizing a company. There is no valid reason why 
a corporation that can pay eight per cent on each $100 par value of stock should 
not issue two shares on which it will pay a four-per-cent dividend. It is some­
times forgotten, however, that this may be very desirable from the stockholders' 
point of view, because two shares at four have a greater speculative value than 

one share carrying an elght-per-cent dividend."

six per cent per annum and over, cur
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receipt of your address we shall beThere is no better, no safer, way to save money than to make your first payment 
on a good lot and keep up with small payments until it is your own, your very own, to 
build on, or do as you like with. pleased to mail you a copy free and

without obligation. rePRODUCTION
You can buy your lot now with a small payment down and have it planted to 

potatoes. These will pay good interest on your investment and your effort will do much 
more to be proud of.

Royal Securities Corporation 
LIMITED

PATRIOTISM 164 ST. JAMES STREET, MONTREAL,

Is not limited to one’s willingness to shoulder a gun and march to the firing line. It 
consists just as much in one’s ambition to produce something at home to feed those left 
behind by those gone to the front. We offer good lots, choice opportunities in London 
South, East, North and West. We have acreage immediately adjoining the city limits, 
at bargain prices. We have a list of good farms near London. We have farming op­
portunities elsewhere. Write us if you have anything in our line to sell. We can sell 
it if your price is right with the time and conditions.

0
BE OUR CREDITOR

We will borrow from you and pay you good interest. Many of you have bor­
rowed from us in the past. There are always others who, like you, want to borrow 
to buy or build a home.

We mobilize the small sums. One dollar here, a hundred there.
It has been our business for twenty-five years.
It is a good business—a safe business—a benevolent business. It

If you want to see anything we have for sale in or near the city, we will take 
you to it in our automobile. No charge for showing property if you mean 
business.

London Realty Sales Company INCULCATES THRIFTCURRIE & TULL, Agents, 418 Talbot Street
and makes strongly for human happiness.

4% ON DEMAND, 5% FIXED TERM (ONE TO FIVE YEARS).

$1.00 opens an account. Begin now.

THE PEOPLES LOAN AND
SAVINGS CORPORATION

11The Dominion Savings and investment Society

HEAD OFFICE: THE PEOPLES BUILDINGS, 428 RICHMOND ST., LONDON, ONT.
BRANCH OFFICE: 6 SANDWICH STREET WEST, WINDSOR, ONT. 3.6 
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IT STANDS TO REASON
that a company which devotes all its time to the duties of executor, trustee and guar- 
dian is immeasurably better fitted to handle your estate than some friend who is con­
fronted with the task for the first time. By appointing this company as your executor 
you insure that your estate will be safely and prudently managed. Our services cost no 
more than those of the individual.

The Fidelity Trusts Company of Ontario
LONDONDOMINION SAVINGS BUILDING

with assets over $2,200,000.00, issues Debentures at 5 per 
cent, payable July 1 and January 1, for periods of from 
one to five years.
The margin of security is double the amount of liabili­
ties to the public.
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NORTHERN LIFE ASSURANCEBUSINESS OF THE STOCK 
EXCHANGE

Stocks are the paver representatives of transportation, industrial, mining, 
[commercial, and other properties. The stock exchange is an organization of 
I professional traders or brokers, which conducts speculation and investment in 
I these securities. The chief functions of the stock exchange are to provide a wide, 
permanent, and at all times, available market for the sale of stocks, bonds, and1 
other securities, and to establish the market or current prices for such securities 
based upon the best available information.

The stock exchange is in reality the primary market for capital, and that in 
New York has been admitted to be the most important financial institution in 
the world. There from day to day. and hour to hour, during session, is registered 
the average of the best expert opinion as to what properties are worth. The 
stock exchange of London. England, is about 200 years old. and still holds first 
place among the exchanges, in that securities listed and traded in there repre­
sent a larger par value, more international Interests, and a wider range of 
national, state, industrial and other corporate securities throughout the world. 
This exchange has occupied the present quarters one hundred and fifteen years, 
and has a membership of about 6.000, while that of Paris is but 70, and New 
York 1.100.

A membership in the Paris Bourse is worth $400.000, while the same privileges 
in New York's exchange range from $30,000 in dull times to $90,000 when trading 
is active.

T. H. PURDOM, K. C., 
President.

NATHANIEL MILLS, 
Manager.

COMPANY OF CANADA
H Suggests Two Ways To

The Consolidated Trusts Corporation
Acquire an Estate—

GEO. G. McCORMICK, 1st Vice-PresidentPresident THOS. BAKER,
2nd Vice-President W. E. Robinson and Thos. W. Scandrett.R. G. FISHER,

1. By saving, stinting, sacrificing, fighting the world at every turn, battling the 
blows of business competition, running the risk of fire, theft, embezzlement and misfor- 
tune, skimping your family and yourself, may be, and standing only one chance in 
twenty of reaching Old Age without being dependent upon others for support

2. By securing a Life Insurance Policy—a policy which guarantees to pay your 
beneficiary, at your death, either a definite lump sum or an income every month as long 
as she lives—an income that is fixed, certain, regular, inalienable, unassailable, untax- 
able, and which cannot be lost, sold, dissipated, squandered or mortgaged.

Acts as Executors and Trustees for Estates. Money advanced on Government Bonds at 
6 per cent. Will forms free of charge.

Office - - London Loan Block, 220 Dundas Street
M. J. KENT, Manager.

<.

For the ten years ending 1912 the average annual sales of stocks amounted 
—3 to 196,500,000 shares, with a par value of about fifteen and a half billion dollars, 
• and the average sale of bonds about $800,000,000
= Quotations on the stock tickers, found in brokers' offices, banks and else- 
— ! where in all large cities, and brokers' offices throughout the country, are furn- 
a ished by attendants to telegraph operators stationed on the floor of the exchange 

and a few minutes after a transaction has occurred on the floor the name of the 
• security and the .price may be read in Boston, Philadelphia, Chicago, Denver, San 

Francisco and London, Ont.
Evidence of the trading which warrants maintaining high rent offices, private 

telegraph lines and other heavy overhead expenses, is rarely seen in the offices. 
The large traders are never "seat warmers," as the bulk of the office fre­
quenters are known in New York and Chicago. Their business is privately given 
over the phone or by letter, and such orders are never alluded to by the at­
tendants in charge of filling same on the exchange.

Some of the largest traders in New York are very rarely seen even in the 
vicinity of Wall Street. Large fortunes are won and lost in the stock market 
every year but losses are more often made by timid traders, with thin purses 
and a restricted credit at their bank, coupled with an intense desire for 
gambling movements. The intrinsic value of a security or its great earning pos­
sibilities and future enhanced value by development has little interest for the 
nervous, erratic trader. He never buys for investment, consequently is always 
acting in properties he knows little about other than that they are active and 
frequent fluctuations offer better chances for quick profit. This class of trading 

wpays the commission house the same as anv other, but is not nearly as satistac- 
‘tory in that it takes more attention and necessitates closer watch on margins.

Which Is the EASIER and More SENSIBLE 
Way to Acquire an Estate?London, Ont., Stock Exchange

Rates and full particulars of contracts cheerfully furnished on request. 
Write, phone or call.

There is no need to send out of town for any stocks or bonds advertised. We can 
transact your business in London, You do n ot need to pay for them till they are ready 
for delivery, saving you time and expense. City Agencies’

DOMINION SAVINGS BUILDING. Phones 5520, 1006 and 1004■ J C. I T* 1 416 RICHMOND ST.
London Stock Exchange Next Bank of Commerce, 

DLONDON, ONT.
F. B. CLARKE
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