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Government persists in paying large sums
for education, roads, bridges, &c., from the
Provincial revenue, instead of allowing the
people, as in Ontario, to pay part of it at
least by direct taxation. It is because On-
tario raises so much by direct taxation that
she has so handsome a surplus, and if our
eastern friends would fellow her example,
they would have quite as large a surplus
proportionately. There would then be no
cause for demanding “better terms,” which
cannct be granted without injustice to the
other Provinces, and opening the door for
the grossest financial abuses.

In speaking thus we refer, of course, to
the general claim for “ better terms.” There
may be some minor matters which, on ex-
amination, may be seen to be unfair, and
ought to be redressed. We believe every
one wili be glad to see auy trifling matters
of that kind disposed of, but if every session
the financial basis of Confederation is to be
assailed, it requires no prophet to predict
what the ultimate result will be.

FINANCIAL FALLACIES.

There is no more common or unmistake-
able indication of an unduly speculative
tendency i the community than to see
prevalent the delusive notion that wealth
may be acquired at one stroke and in a brief
period—that the old-fashioned, plodding
ways of making money are no longer neces-
sary to thatend. When the spirit of specu-
lation is once abroad, and the fancy for only
sudden acquisitions has seized upon the
popular imagination, there are always those
who, possessed, perhaps, of the prevailing
mania, or acting on the basis of cooler cal-
culations, are ready to profit by the oppor-
tunity for floating schemes, or effecting
transactions which at other times would not
be entertained or countenanced. Anglers
say that when a fish is really in biting
humor, the bait used is not a matter of great
consequence—he will bite anyway. The
record of stock operations in Great Britain
proves how applicable is the remark to the
investing public. Once istite the belief
that money is to be made by a certain class
of investments, and there is a general rush
in that direction, and an unseemly scramble
for all that is offered, good, bad and indiffer-
ent, without the exercise of intelligent dis-
crimination. It appears, also, from the
record to which we have just appealed how
much to be d=plered in many such cases
were the losses, disappointments and un-
happiness that followed. It is only in time
of general prosperity that such a state of
things can exist; and we, in Canada, are
now passing through a season of great pros-
perity. It would not be singular, then, if

speculative schemes shouid be projected and
successfully floated amongst us.

A feature has been developed in the con-
duct of some of our financial institutions,
notably building societies, which when ex-
amined proves to be outside the limits of
legitimate business ; and which as ex-
emplified in a case, just brought to our
knowledge, cannot result satisfactorily for
a numerous class of persons interested.
That feature consists in taking advantage
of the general favor with which stock in-
vestments meet, to make money out of the
public by sales of stock ata premium, when
that premium is based, as it often is, upon
merely speculative estimates of value.
The true character of this financial device
is not generally understood ; on the con-
trary, it is very much misapprehended.

According to our notions of finance, the
object aimed at in the organization of a
bank or building society, is not to make
money out of its stockholders, but for them,
to render the customers of the institution
certain services from which profits may be
realized. It is only in this way that money
may be legitimately made. Accumulating
profits in this way is, however, much too
tedious an operation for some, and accord-
ingly the attempt is made to over-leap de-
lays and reach the goal at a bound.

An instructive illustration of this is
afforded by the following statement issued
by the Secretary of the Ontario Savings
and Investment Company, organized in
London, Ont., about a year ago :—

Comparative Statement of Progress of Society.
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The total repayments on loans made by
the society up to the end of last year were
$14,506, so that whatever legitimate pro-
fit may have been realized must be very
small indeed. _ Nevertheless a clear, reserv-
ed profit of no less a sum than $44.842 was
accumulated accord'ng to the above state-
ment, in the space of fourteen months. In
the last fifty-two days the addition to the
reserve was $20,546. Such an accomplish-
ment, if it is legitimate and real, for a
young, local institution must be designated
as a triumph in finance. This is making
money at the rate of, say, one hundred and
twenty-five thqusand dollars a year. Should
the monthly profits continue to increase as
they seem to have done last year according
to the Secretary’s showing they will im-

mensely exceed that sum.~ What fortunate

fellows are those subscribers to the last
issue of $137,000 at 17 per cent. premium ?
If nothing interrupts this enviable * pro-

gress,” the stock should soon be worth twa
hundred premium. To effect this object,
is is only necessary to continue the issue of
new stock, advancing the rate of premium

with each successive issue, and adding the

profits or premiums to the reserve fund.

Nay, we cannot see why the price cannot

be advanced to five hundred ; it only re-

quires an extension of the same principle

by which the existing reserve has been

obtained. If the plan is sound and safe in

the one case, it surely is in the other.

We think enough has been said to raise

some doubts even in the minds of the most

sanguine as to tfe soundness of such finan-

cial operations. This money has not been

earned at all; placing it to the account of

reserve is much the same operation in prin-

ciple as transferring money from one pocket

to another ; the Society has received these

premiums, and %o value whatever has been

givén in return. True, the original share-

holders would be benefitted by each new

issue, but solely at the expense of fellow-

shareholders. The new subscribers cannot

surely be aware that they are paying 17 per

cent. premium for an interest in a reserve

which after all amounts to but 7 per cent.

of the subscribed capital. If the “ profits "

were legitimately earned, the stock would

even then be worth only 107. A statement

in the directors’ report that the reserve is

equal to zo per cent. of the paid-up capital,

if not deliberately intended to mislead, is

extremely well calculated to effect that ob-
ject. They should at once cease to cir-
culate such a statement. It would not be
unfair to ascribe to its influence the appar-
ent avidity with which the stock was taken

at figures always above its utmost possible
value.

We cannot conclude without noticing
another point which is of vital moment to
the shareholders of the Society 1n question,
and those also of every other of similar
mushroom growth ; that is in reference to
the very large capital which has been so
suddenly raised—$637,000. Can these di-
rectors explain why it is that such a society
as the Western Canada or the Freehold has
only been able to employ a capital less in
amount than that of their institution
during all the years that these have carried
on business with most elaborate machinery
in full operation, if they can accomplish
the same thing in a year or two? And
why is it that these societies have only suc-
ceeded after many years’ work in building
up a reserve not twice as large as that

claimed by the London directors for their
Society after a single years’ operations ?

Truly, there mustbe a direct road to wealth|!



