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ing armies that have been maintained and would be
released by a sound peace. The recuperative de-
velopment of France, after the war of 1870,
astonished the world. Even apart from such optimis-
tic results, it seems that too much attention may be
given to the obvious destruction of the war. A
general period of industrial activity and prosperity
actually developed after the Napoleonic 'war, the
Crimean war, the Franco-Prussian war and the
Spanish-American war. Possibly the main factor has
been the great movement of general economy which
wars induce. At any rate, conditions are madterially
different from those of 1893, when commercial de-
pression induced economy, for we have already ex-
perienced two years of such depression. Yet the
economy of that period resulted within a few years
in great accumulation of investment capital and a
general upward movement of the prices of securities
lasting nearly ten years. The wave of economy now
operating means a much more rapid accumulation
now than then, especially in Canada and the United
States, since their general trade is to be stimulated
by war conditions.

Industrial Dividends

ASSING of dividends indicates the industriai
situation, but even in such cases, the war has
not necessarily been the cause for such action.

There had, in fact, been criticism of the last pay-
ments made by some Canadian companies. Yet more
industrial stock dividends were passed or reduced
in the second quarter of this year than in the third.
Such as have occurred this quarter have caused
little surprise. The Canadian steel companies had
been feeling the depression. The Dominion Steel
Corporation’s common dividend had been passed, and
doubt had been cast on the Company’s ability to meet
the half-yearly distribution on Dominion Iron pre-
ferred due in October. Nova Scotia Steel’s business
was admittedly slack. The postponement of divi-
dends on some other preferred stocks has not been
entirely due to trade conditions, rather to financial
conditions. Such companies as have not supplied
their own working capital, but have relied on bor
rowed funds, have now found it sounder policy to
rgtain their earnings for that purpose rather than
distribute them to shareholders. These dividends
being cumulative, the payment is simply postponed,
shareholders becoming creditors to that extent, in-

stead of banks having to advance more funds to
these shareholders.

Life Policy Loans

O statistics are yet available as to increases of
loans to policy-holders by life insurance com-
pbanies, but it seems certain that there has

been a large demand for funds of this sort, if for no
other reason than that the rate of interest on such
loans provided in many policies is 6 per cent. As
the ruling rate for call loans in New York has been
as high as 8 per cent., many speculators -are finding
it cheaper to borrow on policies and take up their
shares. The effect is that the insurance companies
are practically taking up these stocks and that their
funds available for other investments are likely to
be lessened to that extent.

Immigration

NCREASED immigration to Canada, after peace,
I has been forecast by many careful judges of
economic influences. On this point, The Statist
says: “If after the war there should, as seems prob-
able, be a great exodus of population from the
closely populated and war-stricken countries of
Europe to the new countries where war is unknown
and where a given amount of effort produces a much
greater amount of income than in Europe, the ad-
verse effect of the war upon world income and world
tx;ade may be repaired in a relatively short space
of time.” : :

Long or Short ?

The Statist on the War

N whether the war will be long or short depend
what conditions will follow it. The editor of
The Statist expresses both views. In one
article he says it is extremely probable that the war
will be mueh longer than most people anticipated,
but with courage and enterprise Britain’s trade
should expand. It was in the great revolutionary
war with France that Britain established her com-
mand of the sea and commercial supremacy. He
concludes: “For if the two Central European em-
pires are practically driven out of the world’s mar-
kets we have new countries entering which can fill
the void. Compare the United States now, our self-
governing Dominions and Commonwealths, India,
Japan, and South America, with what they were a
hundred years ago, and will any sane man seriously
contend that a great trade cannot be conducted?”
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On the other prospect of an early peace, The
Statist is equally emphatic, for “we have come to
the conclusion that the strain on the physical, finan-
cial, and economic strength of Germany will be so
great that the war cannot be a long one, and that
as far as this country is concerned its economic
effects will be comparatively small.
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“Of course it is evident that, whether long or short,
the war cannot fail to affect the world’s general Pros
perity for many years to come, but we are not with
out hope that its effect will be more or iess con‘ﬁlle,‘1
to the stoppage of the expansion in the world’s pros
perity and that it will not bring about any gre#
diminution in well-being.”

CANADA’'S MUNICIPAL CREDIT

By THE BINANCLAL-EDFTOR

AVING urged the appointment of some pro-
vincial authority in Ontario to supervise our
municipal finances, the Courier proposes to
show the seriousness of the problem, and

its important relation to the whole fabric of Canadian
credit. This is not a war proposition. The effect of
the war has simply been to demonstrate what serious
injury can be done by reckless and improvident
methods. What is wanted is that some responsible
Cabinet Minister should be put in control of a de-
partment giving special attention to supervising and
assisting municipalities especially in financing. We
have enough commissions. This matter is serious
enough to require the attention of a responsible
Minister who can make a reputation for himself, by
efficient control, and by compelling efficiency in this
municipal sphere. We need some permanent
authority to control the operations of transient muni-
cipal councillors. In time of war prepare for peace.
And nothing can have a more important influence
on Canadian credit in peace than some better system
of controlling municipal borrowings. There is an
excellent standard in this matter, the Local Govern-
ment Board in Great Britain. Let the Provincial
Government “get busy” and work out this policy as
successfully as the Provincial Secretary has that of
Prison Reform.
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ANADA, like the rest of the world, had been
passing through a period of depression when
the war clouds burst. We had made financial

mistakes, and will have to pay the penalty. During
the rapid expansion of this country we have been
heavy borrowers. We must continue so. But during
the lull caused by the war we must improve our
methods. In the confident assurance of the country’s
development, we went ahead capitalizing the future
in a reckless way, and in this game of confidence
none has been more reckless than some of our muni-
cipalities. That Canadian municipal treasury bills
abroad to-day total over $30,000,000, and that our
municipalities have also borrowed from our own
banks nearly $40,000,000, shows the seriousness of
this problem of municipal finance. In addition to
this total of $70,000,000 in current liabilities,
the amount of municipal borrowings in 1913 by
public issues was over $115,000,000. In the same
year the total Government issues in Canada, Dom-
inion and Provincial, were only $53,000,000, and even
of this a large share was only a refund of a Dominion
issue. In fact, municipal borrowings in 1913 may be
said to have been more than three times those of the

: Eastern ‘Western
Total Municipali- Municipali-
Issues. ties. ties.
$115,761,925 $61,914,134 $53,847,791
governments. And the floating indebtedness shows

that these municipal authorities have been, in fact,
speculating on the money market, betting that at
some future time they would be able to float long-
term debentures at better rates, and thus fund their
current debts. That is one of the mistakes they
have made. Perhaps it is not the worst.
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HERE is a sample of some city of Toronto
financing. In its report the Toronto Bureau of
Municipal Research shows that: “In the pre-
paration of the annual budget for 1913, it was esti-
mated that $1,075,000 would be paid into the city
treasury by the Toronto Street Railway Company as
the city’s percentage of the gross earnings of the
railway and the mileage rental. This entire sum,
less a total of $230,155 for sinking fund and interest
charges on street railway pavement debentures pre-
viously issued, was included in the total revenues
applicable to the reduction of taxation. This was
done in face of the fact that the general ledger of
the city disclosed that for the years 1911 and 1912,
$826,223.92 had been expended for track allowance
repairs, the funds for which had not been provided
for as of December, 1912. The balance on the books
represented actual disbursements for repairs, to
fund which no provision was made by council until
1913, when debentures were authorized to be issued
for this purpose. Why the city should apply the
total amount of revenues derived from the operation
of the Toronto Street Railway to the reduction of
taxation, and make the necessary repairs to the rail-
way track pavements through debenture issues is
beyond conception. Such practice has the effect of
the city issuing debenture bonds, the proceeds of
which are applied to the reduction of taxation.”
An official report shows that of a total of $4,500,000
for pavements issued by Toronto between 1892 and

1913, $2,500,000 were for repairs which should B0t
have been funded, but should have been paid frof
current revenue. Then, too, we find that every year
Ontario cities appear before the Private Bills CO&
mittee of the Legislature asking authority to issué
debentures to provide funds which should be fur
nished from current revenue. The applicants Kno¥
it. The Committee know it, and yet much of
legislation is granted. All sorts of incidental exd'
penditures are covered by bond issues which spred
the payment over future years.
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HE problem is shown to be all the more urge?*
by reason of the onerous terms now being i
posed on municipal borrowers. For instﬂ““’le‘
the city of New York, which ordinarily has got full f
at 4 to 4% per cent. has had to pay 6 per cent. fo

$100,000,000 in one, two and three year securities,-ﬁ-“e‘1
the terms also provide that improvements authoriZ
by the city during 1915, which are not self—sustainmgli
are to be paid for 25 per cent. from taxes and 75 pee
cent. by the issue of one to fifteen-year corpora’
stock. Improvements authorized during 1916 will
paid for 50 per cent. from the tax budget of the neXg
year and 50 per cent. by sale of serial stock; duris
1917, they will be met 75 per cent. from the budsy
and 25 per cent. by serial stock, and in 1918 the &
cost of such improvements will be met from taxes:
W% e be

WHO can say what, when peace arrives, will 4

the ruling interest rate for municipal loaﬂr

We cannot get too much advice in the matte_'
Certainly one of the advantages of Provincial SU
vision would be a higher regard for municipal 155" 1
among investors and a consequently lower rate thd
under the present haphazard system.

In the three Maritime Provinces, borrowing
municipality is permissible only after that mu
pality has obtained the authority of a special a¢
the provincial legislature. The result is that ae
maritime cities have unduly large general or net o
benture debts, and their obligations are highly, L 5
garded by conservative investors. But the legiswl
tures are not in session continually, and offic in
authority over municipal borrowings should rest
executive rather than in legislative hands.
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R. E. R. WOOD, President of the DominioZ of

curities Corporation, in his annual revié w8
the Bond market in Canada for 1913, S,
that total government issues were about $53,000’ od
and that total municipal issues were made and pla¢
as follows:

Sold in
Greait
Britain.
$67,775,510
58.556%

§
Mr. Wood’s comment on the market condn;oxtlo
points out the increase from 8 per cent. in 191 or®
over 19 per cent. in 1913 of these issues which b n
placed in the United States, and still furtbel g,
crease in sales there is to be .expected, since e
yield on Canadian municipal issues has usually P
higher than on similar American debentures.
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HERE are some additional opinions receivey g
the Courier from bankers and others wWho

Sold in
United
States.
$22,135,762
19.129,

Sold in
Canada.
$25,850,653
22.33%

studied the question: o
“I have carefully read the Courier article oW
‘Money for our Cities,” and heartily agree mth°
gsuggestion to appoint Local Government Boards K
different provinces, whose duty it would be to the
municipal debentures after having investigat! bl
use to which the debenture moneys are to be Ptment
“I think your suggestion regarding a depar 1itie?
to supervise the issue of debentures by municipa@
is a very good one.” of our
“ certainly believe the financial conditions ment
cities would be very much improved if a depar’ ip-
similar to the Local Government Board weré viﬂi"n
lished, which department would have sup%fe aple
over all municipal flotations. They would wmns
to regulate and in a way guarantee such flo o op
and would, in my opinion, make the borroW:“;je
these securities a much more easy propositioD: { one
phase of the situation, and the most impol't’ln1 vo 08
it seems to me, is the fact that there is a d€53" 5 n-
the part of mnearly all city councils to issue T i
tures for almost every conceivable thing f0T n;izens
they require money, in place of letting the ¢ yat
meet fairly and squarely from year to year,
and really are their honest debts.” wrltesz
The head of a municipal bond dealing firm ‘ 20Dl
“To my mind the proper solution is that the

.



