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ID THE HON. MR WHITE
SUCCEBD IN WALL STREET?

îE STORY 0F THE GETTING 0F FORTY-FIVE MILLION DOLLARS
FROM SHREWD UNITED STATES INVESTORS

d Mr. White Score a Triumph, or Was the Triumph Scored by Morgans and
Their Associates? Will Canada Lose Ten'Million Dollars by

This Transaction?
r REN the Canadian Government borrows money and agrees to pay avi certain rate of interest, that transaction affects every borrower,

public or private, in the Dominion. For example, *if the Canadian
Goverament wiil pay only 31/ per cent., the Provinces will probably

ble te borrow at 33/ or 4 per cent., the municipalities at 4 or 4/4, per cent.,
Private borrowers at 4%$ or 5 per cent.* The. Domini on Government, accord-
te history, can aiways borrow a littie. more cbeaply than the Provinces,
e' the Provinces borrow a littie cheaper than the, cities, and the cîties a

less than the private borrower.
lence, every transaction by the Dominion Government.affects the Provinces,
n1unicipalîties and the private borrowers. The Canadian Minister of Finance
the rate at which ail borrowers shall pay. If the Mlnister is careless or
ivagant, and pays an excessive rate of interest, he forces ail other ber-
*rs te pay a higlier rate. If lie is frugal and a good borrower, lie lielps ail
r borrowers te get money clieaply.
0 take an extreme case. Supposing we had a lazy, smail-lieaded bungling
Ster of Finance at Ottawa who borrowed money on a large scale at seven
.enlt interest. The Provinces weuld be compebied, te cempete with hlm, and
Lt have te, pay 7i/ per cent. Then the municipalities wouldhave te cern-
With the Dominion and the Provinces in the money markets, and would
te pay 8 per cent. Private borrewers, say railways, traction companies,

afacturers, and se on, wouid be forced by cempotition te pay 9 per cent.
I we See thnt every boan o! a big nature must» be made on terms whicli are
)y the Dominion Minister ef Finance.

Why e, Went, to New York

JITH these circumistances la mînd, let us examine the lateàt ex ploit o!
*the Hon. Thomas White, Canadian Minister o! Finance. He is gettlng

ail the meney for war expenditures from. London. The British Gev-
lent lias agreod te help him, la this respect. He lias ne difficulties se far
ar expenditures are concerned. But if lie lias net enougli money te pay
Ither expenditures, sucli as canais, post-offices, armories, docks, droédglng,
cther public services. He mucli borrow elsewliere.
0w, Hon. Thomas White needed forty-five million dollars te, meet the
it Of the year 1915. Wliether there ouglit te be a deficit or whether there
t net te be a deficit le net a matter te be dlscussed liere. There is a deficit,
ýhat deficit must be met. Therefore tlie Hon. Thomas White arraaged wlth
3&iik of Montreal, J. P. Morgan & Ce., Brown Brothers & Co., Flrst National
- and National City Bank e! New York te raise tlie necossary forty-five
on.
here can b. ne objection te our going te, New York te borrow. It la prac-
,Y the Only market open te us, though the Dominion lad nover gene thore
'13 The Provinces and the municipalities have been geing thore sinco tlie
breke eut. They have berrowod ovor a hundred millions la that city
1g the past twelve menths, and they aise got their monoy at reasonable

.Moreover, Canada is buying s0 much more from tlie United States than
re selliln te that country thnt it was difficuit te, pay for ahl we wanted.
rate ef exchange was therefore againat us. A big borrowing like Mr.
e cenItemplated weuid hlp te restoe the balance. That is, the Dominion
rnament would .get its mioney, net ln cash, but la credits due American firms
anadian crediters. Thus it woubd be beneficial ail areund a-id prevent the
38lty Of sendlng $45,000,000 la goid te NowYork te pay our debts there.
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Goverament was paying about 4 per cent. net, the Dominion Government should
pay about 4%/ per cent. net.

The Generous Terms OfferedT HESE are the preiinary figures. Now let us see wliat Hon. Thomas
White actually did., He agreed to take $45,000,000 f rom the New York
bankers, and give 5 per cent.. gold notes as -follows:

$25,000,000 .............. due August let, 1916
$20,000,000..................... .... due August let, 1917

He agreed to pay the interest half-yearlyon February lst and August Ist.
He agreed to pay the interest ia United States gold In New York City., ne
agreed that theso' notes should be convertible, at the option of the holder. at
any time prior to three menths before maturity, into twenty-year fiye per
cent. bonds of the Dominion of Canada, par for par, te be free from any riglit
of prier redemptien., Further lie agreed to take this lban at the following
prices:

The one year note at 100 and interest.
The two year notes at 99V2. and interest.

Finally, he agreed to pay the New York bankers Y4 of oneper cent, commis-
sion on the procee 'ds.

This was ail lie agreed to do., Yet wlien one figures it out, no other bonuses
wero necessary. Five per,,cent. lnterest for' the gold bonds of the finest Brit-
ish 'Dominion, ne taxes, hif-yearly lnterest, payable interest and Principal la
gold. convertible into twenity-year bonds at optlon-what more ceuld the keen-
est Yankee want? And he dldn't want any more. As a matter of fact, that
forty-five million loan was taken up in Èvre minutes. The books, opened, the
Investors yelled "We take it," and the books closed. It was the swlftest sale
of bonds ever made la the hlstory of the world.

It was easy money for the bankers. Their commission amounted to
$336,750, and they earned it la five minutes. 0f course, that wasn't mucli
among fiye of them, but It would buy qulte, a few dinners at the Waldorf. It
ýwouid paythe rent ef the iye, Institutions for two or three menthes at least.

SThen the vital question comnes, "Why dld the United States invester grab
that issue as if lie were gettlng geld dollars for nlnety cents ?" The only possi-
ble answer is that the Hon. Thomas White agreed to pay flye per cent. when lie
ceuld have got the money for 41/à per cent. Trhere cannot posslbly be any
other answer.

Now, let us see what Canada lest. The lnterest on $25,000,000 for one year
at Aive per cent., and on $20,000,000 for two years at the same rate la $3,250,000.
The interest at 4y2 per cent. would be $2,925,000. Mr. White, theretere, cost
Canada $325,000 by a mistake la judgment.

There seema te, be ne possible, defence. He knew that the credit of the
Dominion was botter than that of the Provinces or the clty o! Toronto, and that
these authorîtiesý had borrowed at fiye per cent. He knew that Great Britain
had just berrowed at about four per cent. net.. He knew that the United States
bankers have more money than tliey know whatte do with, and that they reabize
that, they must lend te Canada te keep up their sales lua this ceuntry. Ail these
facts were knewn ta every financlal wrlter and every fInancla. broker la Ca-
ada, and hente sliould have been known te, the Minister o! Finance. Ail these
facts were publicfacts.

Then why did Mr. White promise te pay such a high rate?

JWhat W ill- be the Gener al'Effectl

FINALLY, think what thus mans te Canada. Suppose the Provinces and themunicipaities want te borrow anethor hundred millions la New York
during the next yoar, what will happen? The bankers ef New York, hav-

8s, ing feund Mr. White an easy vlctim, wll hold up the smaller borrowere. Tliey
îg wll demand 5Y24 per cent. as sure as fate. Thlnk of the loss that wll men
W Figure it eut for yourselves. The varieus berrowers want a liundred mil-
ig liens fer an average et Avye years. They pay 51/2 per cent. lnstead of fiye per
ie cent. What wlll it amount te? The answer le, two and a hait million dollars.
te But there le anether way te look at it. Mr. White docides to 'pay live per
ýy cent., and lie invites tenders, J. P. Morgan & Ce., offer te buy the bonds at 99%,
r- anethor firm offers 101, another offers l02ýJ, anid 9.nother offers 104%. Who
W wlll get it? The firmn that offered 104%, of course. la that case, lnstead ef

getting $44,563,250 for is forty-five million dollars' worth o! bonds, Mr. White
r-weuld have got about $47,250,000, or nearly throe -millions more thon lie actu-

et ally got.
le There are financial men who believe, rightiy or- wrongiy, that Mr. White

couid have got-two and a haif millions more for hi. bonds than he did get. The
test of their bellot wili b, the seliing price of those bonds three months hence.

g. If they are then seiiing at 104, or thereabouts, thon these men wili be right.
u~t The financiers who dlaim that Mfr. White lest two and a halt million dollars
1g have ne anîmus against hlm. But the tact remains, that the financlal world,
le rlghtly or wrongly, ls Iaughlng. Canada cannot aBford ln these days te be
Lt- laughed at.
le Probably the only way te get at the truth would lie te cail a special session
id et Parîlament and have the whole financial situation discussed. TIhere are
st other rumeurs equally grave In the air. A speclal, non-partisan session, at wbldh
n- those who have compIaints could air them and answer couid lie given, miglit be
3e the best remedy for the situation. If there le ne extravagance at Ottawa, these
15 rumeurs shoubd lie stopped. They cannot lie aired except on the Abeor of the
lsh Hliese ot Commons, and, theretore, a speclal session seemes advleable.


