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DNF, must approach the topic of "Sane In-vestments" with his hat in his hand. Only
a sane person should write upon it, and I
doubt if a really, genuinely sane person

,'ould do so. There is, of course, a bare possibility
Eiat he might be sane and yet dishonest, and chose
is topic as a means to advertise his wares. This
onsideration removes'us f rom the field of economics
i1to that of ethics or philosophy; because it might
,'ith reasonable accuracy be argued that no salie
,Ian is dishonest. Then we would be getting into
he field of the alienist and the policeman and find
'urselves face to face with the burden of passing
udgmnent on the majority of our fellows.

On the whole, it would seemn the part of discretion
o confine the discourse to the realms of economiîCs
.nd 'Write wisely of sane investments.

I should say, then, that permanency was the prime
onsideration in investment, and that it is this which
in the main distinguishes it f rom speculatioli. The
'eader, however, must flot suppose that the terms
:hemselves are so used by those who use them. On
1ie contrary, when the client asks bis broker what
3tock he would recommend as a saf e investment,
lire times out of ten the anxiouý, enquirer is flot
[ooking for an investment at ahl. Like the rest of
1-be is just looking for easy money. He wants
1- stock which is selling low, in the hope that by
îlitering into possession of it for a short period he
Mnay derive a profit and fiît along to, the next honey
~lower. He realiy is not in the least concerned with
lnvestment as distinguished from speculatioli. In
fact, if there is one thing more than another he does
'lt want, it is investment-because investmeflt re-
lated to the more permanent characteristics of com-
tierce and industry, and what he wants is a quid<
turn and a profit, especially a profit.
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venture if he would selI many stocks. Majority
votes, as we have seen lately, are exceedingly fickle
and are one way to-day and another way to-morrow.
An anti-high-tariff party mnay be elected in Canada
a few years hence, just as it bas been elected in
the United States. What, then,' of the millions of
common stocks which have been issued because of
the extra earnings hoped for hy the pro-noters?

The answer is at hand. Take up the Wall Street
stock exchange quotations of a year or so ago and
compare therm with those of to-day. Read the Wall
Street reports from day to day f rom now till the
tariff revision is completed next spring, and after
the gas has been let out of the bag figure up how
many millions of dollars the'decline in price re-
presents. Apply the reasoiiing to what is taking
place in. Canada and then recommend to me a "sane
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you do you will pass by the stock which has miade
ail the big fortunes. On the other hand, it has lost
ail the big fortunes. Now, what are you going to
do about it ?

Suppose, now, considering the changeability of
the basis of the great bulk of common stocks, you
turn to bonds as representing actuality, as heing
the basis of the investment and a substantial element
in the way of buildings and machinery, and which
alone are requisite for the operation of the busi-
ness. How would it do to cail bonds a sane in-
vestment ?

The answer to that is to take Up a list of quota-
fions of bonds for the year 1900 and see how this
would compare with values of to-day. Would your
sane investment have been a sane investment? I
arn of the opinion that you will find most of the
bonds wouid show the purchaser of 1900 a loss if
sold to-day. 1 have not made the comparison, but
I think this wouid be the case; and the reason it
would be the case is largely that commion stock has
shown such a big advance. That is, the reward to
the speculative issues has been. so great that the
actual basis, though ever associated with the more
permanent industrial element, has been forced to a
discount.

I wouid argue f rom this that the situation wiil
later be reversed again, and that stocks will decline
and bonds advance as soon as the vote is changed
and the public really awakes, to a realization of
what they are contributing through special privileges
of aIl kinds. In f act, the change may tnt even have
to wait on the vote; because once the future of the
great bulk of the common stocks gives evidence of
having been dîscounted and the high-point of earn-
ings under even the false situation have been
reached, the common stock will fait back because
of its dangerous position, buyers' money will again
go into bonds, and this will again force up the price.

Meantîme, it seems to me that the best and most
satisfactory class of security is the preferred stock.
This gives a better return than the bond, and under
rising interest is rather more secure f rom this
standpoint. On the other hand, it frequently has
an actual basis in investment in plant and, being a
preferred stock, is not subjected to such an extent
as the common to the vagaries of the vote.

Well, if the discussion has done nothîng else, it
should have assisted to a grasp of the factors urider-
Iying the three different classes of securities.
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