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PREFACE

BIBLIOGRAPHIES are sometimes almost as lengthy as
the book itself. That is an honest practice, because
it leaves the reader under no impression that he is
about to peruse highly original work. | should like
to be as honest; but, on the other hand, | should be
sorry to cause anyone to read all the books, pam-
phlets, State publications, etc., from which | have
helped myself. But at the risk of being invidious |
would specialy mention Professor W. R. Scott's
Joint Stock Companies to 1720, and | must pay
tribute to The Economist and The Statist.

| am indebted to Sir George Paish for permission
to reproduce his calculations of Britain's oversess
investments at the end of 1913, and to Dr. Fitzgerald
for the loan of certain documents. | should like dso
to express my appreciation of the excellent service
of the Kent County Library.

P. R

FAIRFAX
CHISLEHURST.
December, 1933






CONTENTS

CHAPTER

FROM EARLY TIMES TO ELIZABETHAN DAYS
Distinctions and definitions—A pilgrimage declined—The
purchase of land—Our paramount concern—Past civiliza-
tions—The first Adventurers—The Church and interest—
Henry VIIl and monetary morality—The legalizing of
"usury"—The new lenders to old borrowers—A" sixteenth-
century landmark—A brief re-assertion—Cobwebs and
strong” breezes—5 per cent nominal—Widening financial

PAGE
|

horizons
CHAPTER |1
WHICH TAKES US TO THE EARLY SEVENTEENTH CEN-
TURY . . 10

Round about 1550—Regulated companies—The Merchants
of the Llanse—Favours for foreigners—Seizing "the liberty"
—Joint stock beginnings—-The Russia and African Companies
—Queen_Elizabeth as shareholder—Home industrial com-
panies—The old lingers with the new—The East India
Company—Narrow capital markets—Auditors, calls, dis-
cipline, and prayer

CHAPTERI |

FROM JAMES | TO CHARLES Il's ARRIVAL . 22

1612—Handsome dividends—Parliament and national ex-
penditure—The commercial intrusions of James |—New
companies—Sale by candle—1620 and a business crisis—
Recovery and Dutch liveliness—1625 and Charles |—Bolder
joint stock notions—Regal honesty—1642 and civil war—
he East India United Joint Stock—A hard-pressed Common-
wealth—Charles || arrives

CHAPTER IV

FROM THE RESTORATI ON TO THE ARRI VAL OF WM LLI AM
O F ORANGE . 31

The Third Guinea Company—1662 and a recognition of the
limited liability principle—Plague and fire—The East India
Company stops gaps—Household expenses—A dash by the
Dutch and alost opportunity—A " transport"—1670 and the
Hudson's Bay Company—The Crown defaults and makes
history in more ways than one—1675 and penny post—
Banking and insurance—Joint stock supporters  get an
opening—A Scottish prospectus—The Commons' hold—
Joames Il and the East India Company—1689 and William of
range

ix



X CONTENTS

CHAPTER V

WILLIAM OF ORANGE—YEARS CROWDED WITH FINAN-
CIAL INCIDENT

Salving treasure—Companies in 1695—Scrip dividends—
John Houghton's Bulletin—-The first joint stock bank—
Tlme bargalns"—The Bank of England Charter—The State
ins to borrow money RublicIy—Stockbrokers—Change
ITey and "Jonathan's"—An Act largely dead—The new
East India Company and the United—Corruption, great men,
and currency reform—-Exchequer Bills—The National Debt
in 1701—The Darien Company—TheMillion Bank

CHAPTER VI

FROM QUEEN ANNE TO THE SOUTH SEA FRENZY

The reign of Queen Anne—Joint stock capital—The first
foreign loan—The delights of banking—The Bank of England
and the Government—The South Sea Company—The art of
reconstructlng—The bull-calf—The famous hoax—1711 and
expanding trade—Insurance companies—Beech nuts and
Ereference capital—The first stockbroker's list—The Slnkln?
und—Insurance companies again—1719 and a slackening o
trade—The ideas of William Law—The South Sea frenzy—
"The Bubble Act"—1722 and a Bank of England Reserve

CHAPTER VII

FROM GEORGE || TO THE END OF THE NAPOLEONI C
WAR

1727 to 1739—The British Linen Company —A "run" onthe
Bank—Pelham's Conversion Scheme—Government borrow-
ing apace—Lottery Loans—Mr. Mortimer's book—Sixpence
at the Bar—The move from Jonathan's—The title over the
door—The Bank of Ireland formed—The East India Com-
E y's lessened powers—Foreign investments in British

unds—The Age of Invention—1786 and anew Sinking Fund
—Twenty years of war— SUSﬁenSIOﬂ of cash payments by
the Bank of England—Growth of foreign investments—The
activities of Barlng Brothers

CHAPTER VIII

FROM 1820 TO THE BANK ACT OF 1844

From 1820 onwards—Stocks and shares—The altered attitude
of the State—Banking changes—The 1844 Act—South
American borrowers—Financing liberty—What was lost—
Canal dividends—1834-1836— Railway companies—The
United States as borrower—Securities in 1843—Broker and
jobber—The Bank Rate

PACE

39

49

H0

72



CONTENTS

CHAPTERIX
THE EARLY YEARS OF QUEEN VICTORIA'S REIGN

After the accession of Queen Victoria—A changed conception
of Bank Rate—Mr. Goulburn's Conversion  Scheme—The
1847 test—Mr. Gladstone's failure—Heavy demands. for
capital—The_strands of international finance—"Roaring"
Erosper[ty—The Overend, Gurney crisis—The Leeman Act—
xpandlnngoId output—Limited liability—The City of
Glasgow Bank—Emergence of the Finance Company—
Balance sheets: the 1862 recommendation

CHAPTER X
NINETEENTH CENTURY CONTINUED—THIRD QUARTER

1871-1895—The price of Consols—"Current" securities in
1871—The New Y ork panic—Select Committee on Foreign
L oans—Statistics of default—The plague of Egypt—A Royal
Commission on the Stock Exchange—Brokersand jobbers—
Contracts—" Buyingin" and " selling out"—Stock Exchange
members as principals—The middleman approved

CHAPTER X1
MOSTLY OF SPECULATIVE PRACTICES

An ancient error avoided—The jobber's risk—The rightful
censure of speculation—The important distinction—The
gambler—Cash bargains, differences, contangoes, and back-
wardations—An impracticable demand—A question _ an-
swered—Verve and agility—The put and call—Rare gain—
Something to keep in mind—A banking discovery—A danger

signal
CHAPTER X1

1871 TO 1895 CONTINUED—THE INVESTMENT TRUST
COMPANY . . . . . .
The investment trust company—Scottish precept and
practice—A striking example—A thanged outlook—Sceptic-
Ismin 1888 and 18 -Errors of policy—Over-purchasing in
1890—Publishing investment holdings—The fixed trust

CHAPTER X111

LATER VICTORIAN YEARSI| MAINLY OF SINKING FUNDS
AND CONVERSION SCHEMES

Threepennz_ income tax—Halcyon days and minor strains—
A new Sin |_n|g Fund—Sir Stafford Northcote helps himself—
Treasury Bills—A sign of inflation—The chilling of Mr.
Childers—Mr. Goschen's Conversion Scheme—His three main
things—The measure of success—A common defect

Xi’

PAGE

83

98

.112

122

132



xIT CONTENTS

CHAPTER XIV
TRUSTEE | NVESTMENTS__1889 TO 1933

Trustee investments—The 1889 turnin? point—The Acts of
1893 and 1925—Colonial Stocks—ParTiamentary guarantees
—Some restrictions—-The 1925 Committee—Untoward  de-
velopments—The necessity of critical judgment—Possibly

a stronger case
CHAPTER XV

THE FINANCIAL CRISES OF 1890 AND 1893

Commercial and financial crisess—The hapﬁenings_of 1890 and
1893—Excessive capital issues—The South American shadow
—Argentine notations—Running up land values—Issuing
Houses—The commitments of Baring Brothers—The storm
breaks—Concerted action by the banks—A guarantee fund—
A sharp. distinction—The "1893 agreement—And the 1896
non-fulfilment—Running and reading—Trouble in Australia

CHAPTER XV I

WE END OUR SURVEY OF THE 1871-1895 PERIOD

An event of 1878—Currency developments—The monetary
genius of Britain—The goldstandard—In a minor key—The
railway array—Dull directors and dishonest—Shareholders'
pride—Waltér Bagehot's inquiry—John Stuart Mill on the
export of capital—An inkling—Further reflections on the
flow of capital—Giffen's estimate—Overseas securities in
1893—Christmas, 1895

CHAPTER XVII

FROM 1896 TO 1913—FEVER AND PROSPERITY

A Victorian summer's day—An additional consideration—
The last five years of the nineteenth century—The horseless
carriage—Rigs, corners, and manipulations—"Exclusjve
information™—South African mining shares—The British
attitude to fora%n debtors—1896 to 1913—The surging
impulse—Commodity prices and stock and share values—
The Companies Acts—Prospectus applications—Recon-
structions—The Cartel movement—Scientific_ finance—
Railway = capitalization—Founders' shares—Sir  George
Paish's “calculation of British investments in colonial and

foreign lands
CHAPTER XVIII

CHIEFLY OF TRAGEDY AND FOLLY . . .
1914-18—Britain's war borrowings—Myriad thickets—Un-
stable money—Securities—War time—Neéw capital, 1919 and
1920—Rampant specul ation—Fallacious days—The domestic
scene—Crops of financiers—The 1929 forgeries—A guarantee
fund—The Royal Mail case—Collapse, and the™ causes—
Financial frenzy in the United States—The fall in prices

PAGE

141

150

158

166

177



CONTENTS XTIT

CHAPTER XIX race
1927-1933: STATE CONVERSION AND COMPANY
RATIONALIZATION . . 190

Developments in 1931—Foreign withdrawals—A National
Government—2 per cent Bank Kate—The War Loan saving—
The French Conversion—The Stock Exchange quotations
19300—1932—Sir Alfred Mond—Rationalization—An amal -
gamation danger—Imperial Chemical Industries—Its results
and balance ~ sheet—A complaint—Unilever-—Turner &
Newall—Kreuger & Toll, and the Swedish Match—Some
general reflections on rationalization

NOTES . . . . . . . . 206
INDEX . . . . . . . . 211
INSET .






A SHORT HISTORY
OF INVESTMENT

CHAPTER |

FROM EARLY TIMES TO ELIZABETHAN DAYS

DISTINCTIONS and definitions—A pilgrimage declined—The purchase ol
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DISTINCTIONSAND DEFINITIONS

THE first chapter of a book of this kind must amost
inevitably open with reference to such matters as pre-
liminary distinctions and definitions, an outlining of the
scope of the inquiries which are to be undertaken, and, in
general, with telling areader what he may expect to derive
.if he has the patience to persevere to the end. To begin
with, then, the book is not a history of all the forms of
money-lending; therefore whosoever is eager to study the
growth of facilities for accommodation granted by the
individual in friendly or professional capacity, by pawn-
broker or goldsmith, should turn elsewhere ; herein occur
only passing and incidental references to the development
of the art and craft of advancing on note of hand or on
the family plate. The exclusion is not made without some
faint regret on the part of the writer. His Puritan up-
bringing fits him for tasks like to a moralizing over "the
virtuous Brutus" lending money in Cyprus at 8 and 40
per cent; aroving tendency transmitted spiritually from
his poaching gipsy ancestors urges him to move leisurely
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through the give and take of the centuriesuntil he arrives,
a welcome guest, in the modern bank parlour, where the
mechanism for the granting or refusing of overdrafts is
skilfully operated. It would be an exquisite pilgrimage,
andwere thewriter lessrigid of principle he might contend
that the difference between the investment of money and
the lending of money is small enough to justify the pere-
grination. But he has reluctantly to acknowledge the
promptings of conscience and admit that although invest-
ment and money-lending are similar in quintessence, they
are dissimilar in their embodiments and in the effects
which they have upon the multifarious activities of men.
Let it be understood aso before we are really about our
business, that neither is the private purchase of land or
property the theme pursued. Admittedly, this comes
within the category of investment and demands all the
respect accorded to tradition; for it is one of the most
ancient ways of utilizing money or the equivalent thereof.
It may be recalled, to cite a memorable instance, that
Abraham weighed out to Ephron four hundred shekels of
silver in payment for a field. The land was required for
the making of aburial place, and the transaction is there-
fore quietly away fromthe ordinary traffic of men. Never-
theless, the story of the acquisition suggests that the
practice of putting capital into the safeguarding of earth
waswell established in the days of Israel's great patriarch,
though the times were nomadic and the caravans moved
from place to place. To your ghostly tents, O vanished
Israelites; to your subject, O writer!

So be it. Our paramount concern will be with the use
of money or credit for the acquiring of stocks or shares.
Initially, the treatment is of the emergence of an idea and
the gradual removal of hindrances to its development.
Economic and financial theory and practice, in so far as
they bear upon the nature and value of investments, are
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subsequently dealt with at length, while considerable
attention is also devoted to the structure and organization
of various forms of capitalistic enterprise. Theimmediate
aim is to deal briefly with origins.

PAST CIVILIZATIONS: THE FIRST ADVENTURERS

It is not to be supposed that past civilizations were
unacquainted with associations formed to earn profits and
to distribute the gains among members. Lydia had its
coinage seven hundred years before the coming of Christ,
Alexander dispersed the bank reserves of Persia, and
Pompei is alleged to have its ruins of a Stock Exchange.
These things suggest that the pooling of financial resources
was practised along time ago. The suggestion recognized,
the comment should perhaps be made that the existence
of anational currency is not an infallible sign of the cor-
porate use of money; at any rate, solittle dataisavailable
upon the matter as a whole that any attempt to recon-
struct the business arrangements of those remote times
could only be conjecture. It may be doubted whether
diligent research of the expert would result in discovery
of any monetary or kindred experiment wherein are lessons
applicable to our own day and generation.

More than twelve hundred years of the Christian era
elapsed before there came into being an unmistakable
forerunner of the joint stock enterprise with which we are
familiar. In the middle of the thirteenth century the
Burgundy Society of Adventurers bound themselves to
share the proceeds of a common colonization and trade.
The Florence of the fourteenth century with its highly
developed banking system and vast commerce might
possibly have known anumber of similar concerns, and so
might Genoa at the beginning of the fifteenth, in view of
the existence there of the powerful Bank of St. George.
It is conceivable that the great expansion of mining of

a—(Cxa)
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precious metals which occurred in Bohemia and elsewhere
about this time may have caused the formation of syndi-
cates. Certainly, three hundred years or so passed before
the adventurers of Burgundy had their purely English
imitators and successors.

THE CHURCH AND INTEREST

An explanation of the tardiness of this recognition in
England of the benefits of employing capital co-operatively
and on alarge scdeis to be found in the fact that the tak-
ing of interest was condemned by the Church and the State,
condemnation by the former being the more consistent
and emphatic, which is not to be wondered at seeing that
kings and nobles were inveterate borrowers. Beyond this
explanation, some allowance should be made for ill-defined
or imperceptible factors, the combined operation of which
delayed the arrival of widespread change in the popular
mental attitude to money matters. This granted, it re-
mains that as long as using money profitably was authori-
tatively deemed fatal to the prospects of salvation here-
after and was visited by severe earthly penalties in the
cases of selected scapegoats, the conception of investment
could not take shape in the hurly-burly of ordinary life.
The possessors of cash or treasure who were prepared to
risk their chances of future bliss and who were cunning
or bold enough to evade or defy the law of the land were
in a distinct minority compared with their fellows who
also had riches but who did not dare lend in the absence
of priestly sanction and legal approval.

HENRY VIIl: LEGALIZING " USURY "

Denial of the moral right to reap benefit from "usury"
was a lingering doctrine of the medieval schoolmen and at
its best may have represented a survival of the commun-
istic teaching of the primitive Christians. It may also
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have been an unreasoning reaction against extortion;
additionally, the possibility cannot be summarily dis-
missed that bias against the Jews may have prevented a
truly critical examination of the question. The Church's
opposition to the lending of money even at alow rate of
interest was ill-advised, but it should in fairness be men-
tioned that her leaders did not ban active partnership for
material ends. Earning of profit by those actually engaged
in the business was conceded as just. We can sympathize
with this endeavour indissolubly to connect reward with
labour. But the enforcement of the doctrine meant the
drastic circumscription of economic activity. The financ-
ing of enterprise was made impossible except to a few
persons in a privileged position and they were compelled
to concentrate excessively. Whatever the deficiencies of
the doctrine, the irony is unaffected that the rightfulness
of taking interest should first be placed upon the statute
book in thereign of Henry V111, amonarch whose opinion
upon moral questions commands no respect. There is,
however, nothing to suggest that Henry VIIlI was a
financial reformer, any more than there is to show that he
was even superficially acquainted with the demands upon
conduct made by that Faith of which he was the sdf-
styled Defender. On the contrary, he debased the nation's
currency in order to line his own pockets. The Reforma-
tion, of which Henry was the adopter and not the inspirer,
caused a ferment of ideas; it was a period wherein, justi-
fiably or unjustifiably, esteem of the purists upon usury,
namely, of the occupants of religious houses, had sunk very
low. Conditions were propitious for change in social and
economic practices. Legalizing of interest in England
synchronized with the Reformation; but the legalizing
was the concrete expression of a tendency which had long
been gathering strength. The inception of State modi-
fication of attitude toward the taking of interest can
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certainly be dated a century and three quarters before the
granting of imprimatur; in other words, well before the
dose of the thirteenth century when, during the reign of
Edward | | I , apolicy was enforced of expelling the Jews
from England. The carrying out of this concesson to
popular hostility seems to have lacked little in ruthless-
ness, even 9, it is probable that some members of a race
uniquely resistant to the effects of persecution contrived
to remain and carry on busness. But there is no reason
to doubt that Edward ||| 'sdrastic decree destroyed the
monopoly in England of money-lending by the Jews,
from that timeforth didike of paying for financial services
rendered could no longer have as a defence prejudice
againg a race specially fitted by its own troubled history
to assess the margin of risk run in the provision of what
was later to be known as capital, a convenient designation
then unknown.

NEW LENDERS TO OLD BORROWERS

The busness of lending money to the State or rather to
the King for use at hisindiscretion, since in those days the
King and the Statewere virtually one asfar asthe spend-
ing of money was concerned, gradually passd into the
hands of the Lombards, the Flemings, and a few London
merchants. History does not record whether the kings of
England obtained better terms from their new-found
financial friends than they did from the Jews. A great
Florentine firm failed fifty years or so after the making
of itsfirst loan to an English king; but we need scarcely
suppose that the failure was attributable to half a century
of misplaced generosity, not even though Edward 11 |
christened an English coin a Florence and never accorded
such an honour to Hebrew. Indeed, the occason of the
failure was a financial disturbance affecting the whole of
Florence. Possbly, this shaking of the opulent and
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industrious Florentine Republic caused widespread disillu-
sionment and questioning, especialy as its eighty banks
had dealings with almost the whole of Europe; it may
have played a part in awakening English rulers to the
desirability of their country being more self-reliant in
financial matters. |If we assume that thislast was so, then
we have aso to recognize that the process operated for
long within a narrow channel. It is true that from this
time forth wealthy London citizens were increasingly
called upon to replenish the treasuries of their gracious
sovereigns. But nearly three hundred and fifty years
passed after the Florentine collapse before a truly English
system of finance was initiated, although little more than
half of this time had gone when Queen Elizabeth had
recourse to English commercial associations and so made
a break in the history of English financial expediency.

A SIXTEENTH-CENTURY LANDMARK

In the middle of the sixteenth century, then, we have
an important landmark in the use of money, namely, a
statute authorizing and legalizing the standard rate of
interest in England. The 10 per cent interest proclaimed
as permissible contained no alowance for the varying
degree of risks of lenders; the rigidity of the statute was
thus in opposition to the economic law which eventually
had to be recognized, that the tenable rate of interest for
a loan bears a well-defined relation to the standing of the
borrower and to the supply of cash or the equivalent of
cash available for the satisfaction of borrowers' needs
generally. Nevertheless, it should be gladly admitted
that a legalized 10 per cent interest represented a great
improvement upon the preceding theoretically perfect
establishment of the virtue of no interest at all, the out-
come of which prescription for the perfection of conduct
was that no uniformity of practice prevailed, and furtive
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wringing out of exorbitant charges for accommodation
was frequent.

COBWEBS AND STRONG BREEZES

This liberation of an economic idea from the thraldom
of dogma and prejudice was not to be accomplished with-
out a slight setback. The successor of the professedly
pious Henry V111 was the genuinely religious boy King
Edward V |, and in his short reign the economic moralists
again asserted themselves. Consequently, the former ban
upon the taking of interest was restored, even the accept-
ance of anominal rate being forbidden by law. However,
the cobwebs of the cloister could not survive the strong
breezes of Elizabeth's adventurous times, and shortly after
Bess came to power the rate of interest was once more
legalized at 10 per cent, since when a lender has had the
right to invoke the aid of the Courtsin order to secure the
observance of a contract entered into with a borrower.
The State continued long after Elizabeth's sun had set to
attempt to govern the rate of interest for loans, and at
the beginning of the eighteenth century the rate of interest
so authorized was 5 per cent, or half of what seemed fair
one hundred and fifty years before. The implications of
thisfall should not be thought to be profound; aswe have
seen the change was artificially induced, therate of interest
stipulated by the State was never universally observed,
and it was less observed in the reign of William and Mary
than in the reign of Elizabeth. The foregoing are
sufficient reasons for not attaching deep importance to
the change.

It may be commented additionally that any examina-
tion of the degree of reality in thefall would have to take
account of the alterations in the prices and consump-
tion of particular commodities at the points of history
mentioned.
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WIDENING FINANCIAL HORIZONS

The conclusion of the matter, as far as this introductory
chapter goes, is that the use of money before the Norman
period was of too circumscribed a character to bear upon
our theme, and, further, that the main concern of financial
practice from the later Norman period until the time of
Elizabeth was emancipation from the bondage imposed
by an irrational doctrine. Substantial easing of the posi-
tion was afforded, but not complete release, when an
English queen herself showed no qualms about obtaining
avery liberal return on the money she risked in trade, and
whose temperament suggests that she would have been
extremely annoyed if no return had been forthcoming.
Incidentally, she could not have pleaded that she was
employing her own hard-earned savings. Men, for a cen-
tury and a half following this queenly departure, had not
a wide range of choice when considering what to do with
their money. But, as will be gathered from the pages
immediately ensuing, financial horizons widened percep-
tibly in the days of outrageous freebooting and the writing
of immortal drama.
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WHI CH TAKES US TO THE EARLY SEVENTEENTH CENTURY

ROUND about 1550—Regulated companies—The Merchants of the
Hanse—Favours for ~foreigners—Seizing "the liberty" —Joint
stock beginnings—The Russia and Africa companies—Queen
Elizabeth” as shareholder—Home industrial companies—The old
lingers with the new—The East India Company—Narrow capital
markets—Auditors, calls, discipline, and prayer

ELIZABETHAN days, being days of maritime and, to a
much less extent, of industrial expansion, larger demands
were made upon men and upon their money, and an out-
comeisthat, with an unimportant reservation, the Eliza-
bethan period is to be regarded as marking the inception
of investment history in England. The reservation isthat
the desirability of organizing for purposes of commerce
was recognized in practical manner before Elizabeth came
to the throne in 1558, as can be seen from the fact that as
far back as 1505 the Society of Merchant Adventurers
obtained the grant of a Charter from Henry VI |, while
several similar companies were founded in 1553 or there-
abouts, notably the Russia Company and the African
Adventurers. Nevertheless, the whole range of the latter
half of the sixteenth century should be considered as the
field wherein a principle of common trading and sharing
of profits, widespread beyond the former limitations of
partnership, became firmly established in the English
mind.

REGULATED COMPANIES

The Russia Company is usually accorded the honour of
pioneer in English joint stock trading although, strictly
speaking, other companies may have equal right to the
position. Certainly, of the purely English companies the
Society of Merchant Adventurers dates back the farthest;

10
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but ownership of a security issued by the Society had
no place in its original constitution. Members pledged
themselves to observe rules designed to promote co-opera-
tive effort, but the management of the trading money of
each member remained entirely his own affair. In other
words, members agreed to regulate their acts so as not to
injure one another; hencethe Society, asinitially planned,
belonged to that type of association classified by economic
historians as a Regulated Company.

THE MERCHANTS OF THE HANSE

The craft guilds, more concerned with questions of
workmanship than the furtherance of trade, clearly were
yet localized forerunners of the Regulated Companies.
This kinship granted, it seems surprising that the idea of
associable enterprise did not take sooner a more ambitious
form among Englishmen. They had in their midst, from
the Middle Ages onwards, German merchants who afforded
a striking lesson of the advantages to be derived from
combination. It is impossible to state exactly the year
in which these merchants who settled in London during
the tenth century elected their first Alderman and Court
of Twelve to frame laws for the governance of the conduct
of the business community over which they presided.
We know, however, that such a Council existed when the
Merchants of the Hanse, as they were called, obtained a
Charter of Libertiesfrom Henry I I I , midway in the thir-
teenth century. Therefore, upon the most moderate esti-
mate, English merchants delayed for over two hundred
and fifty years making a thorough attempt to emulate the
corporate methods of their successful foreign rivals.

FAVOURS FOR FOREIGNERS
However, the English merchants were not entirely to
blame; for they were severely handicapped by the fact
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that foreigners long received preferential consideration
from English kings, who expected to be adequately re-
warded for the special indigencies they conferred. Such
was the case with the Merchants of the Staple, foreigners
with headquarters in London and branches abroad, who
in 1253 actually secured the passing of a statute prohibit-
ing English merchants from carrying staple commodities
out of the Realm. The statute was repealed rather more
than a century later, when English traders were placed
on the same footing as the Merchants of the Staple, and
either at or about that time began to be admitted as
members of that body.

SEIZING "THE LIBERTY"

But although English merchants were unfairly treated
by their own monarchs until the year 1362, nearly a cen-
tury and a half of equality between foreign merchant and
English had passed when the Society of Merchant Adven-
turers obtained its Charter. Humanly enough, the infancy
of the chartered Society of Merchant Adventurers appears
to have been as much occupied by attempts on its part
to thwart the Hanseatic community as by constructive
effort. That foreign goods were being brought into Eng-
land in foreign ships and foreign agricultural produce sold
at a price uneconomic to the English farmer were strong
causes for indignation in high quarters, if not in low.
Consequently, the oft repeating of this grievance of the
Adventurers and others resulted eventually in the Crown
seizing "the liberty" of the Hanseatic merchants, which
act meant that they were deprived of power to carry on
their business, excepting under extreme disadvantages.
This pleasant demonstration on behalf of commercial
freedom took place in 1554; the Hanseatic merchants
were allowed to retain their lands and buildings until
nearly the end of the sixteenth century, when Elizabeth
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decided to complete the chapter and took the properties
into her own safe keeping.

JOINT STOCK BEGINNINGS

Three or four years after the undermining of the power
of the Hanseatic traders, the Society of Merchant Adven-
turers experienced the important development from Regu-
lation to Joint Stock; that is, from an association binding
members in general terms to protect and advance a com-
mon welfare to an association more specific of purpose and
more approximating to a company as we now understand
commercia and financial organizations. Members of the
reformed Society held shares and received cash distribu-
tions upon those shares according to the profits earned
collectively.

It is not within our province to recount the adventu-
rous side of the history of the merchanting joint stock
companies from the year 1553 onwards, even though the
very titles of the companies areintriguing with suggestion
of daring quests in then remote parts. Tyrannical czar
and comparatively mild sultan were sought out to confer
exclusive privileges on British traders, while from the
coast of Guinea, as the fruits of less persuasive bargaining,
came to England heavy cargoes of ivory and of gold. This
brief paragraph must suffice to catch something of the
quality of commerce in those exciting days when Drake
tormented the Spaniards and when the Merchant Adven-
turers by privateering relieved a scarcely monotonous
form of legitimate trade and were themselves pirated.

A large amount of detailed miscellaneous information
concerning these early English companies can be obtained
from the State papers of the time and from elsewhere;
our particular task isto excerpt afew of themore significant
of those items which illustrate the growth of conceptions
of investment. The task so defined does not involve
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mentioning every company formed in the last half of the
sixteenth century or letting theimagination play in order
to fill gaps in the history of the companies sdected for our
purpose. The first company chosn is a subsidiary of the
Society of Merchant Adventurers previousy mentioned,
a subsidiary entitled The Merchant Adventurers of New-
castle-upon-Tyne. This example is interesting because
the words " joint stock" are used in one of the company's
documents dated 1554. That use gives us justification for
datingtheorigin in England of thisterm, for although the
parent Society of Merchant Adventurerswasreconstituted
a year before, we have no record that the change was to
joint stock, although undoubtedly the old conception of
regulation had greatly broadened, and whilst the Russia
Company was definitely joint stock in 1553, the words
werenot actually used by it. Thefirst printing of theword
" capital" in England, in the meaning of money used in
busness, issaid by investigators of the subject to date from
fifteen years later; that use is not in company records;
theretheinitial appearance of theword isat a much later
date. However, it can for all practical purposss be said
that thewordsjoint stock and capital began their English
careersin the early part of the second half of the sixteenth
century. This is deserving of emphads, because terms
come into being in response to the word-hunger of human-
ity; thefirst, and perhapsrather casual, employment of
terms, is an indication that tendencies hitherto submerged
aregathering strength for increasing expression. We accept,
then, thewords joint stock and capital as having arisen to
meet an economic need under the presure of the same
forcesthat compelled the word usury to be relegated to an
archaism. Wordshaving been given pride of place, our next
step must almost inevitably be a recognition of statistical
outcropping of the tendenciesunder review; that istosay,
wemust look alittleat thegrowth of capitalizations.
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THE RUSSIA AND AFRICA COMPANIES

We turn to the year 1553 also for an early example of
thesee The Russa Company, whose members, by the
way, were still called adventurers, and not shareholders,
in this year provided £6,000 of capital by calls of £25 on
each share, which compares with the £5,000 capital of the
African Adventurersformedin the sameyear. The Russia
Company owned ships, the African Adventurers engaged
for the voyage only; the former company was a continu-
ous enterprise, the latter company was virtually re-formed
with each voyage. Recapitalization of each venture, that
is, each voyage as it took place, was much the more com-
mon practice at thistime, and it was customary to number
each issue of capital as First Joint Stock, Second Joint
Stock, and so on. Unfortunately, renumbering was also
used when a company was reconstructed after a lengthy
existence; thus, for example, the Rusia Company in
the first thirty-three years of its life was reconstructed
twice, and the third issue of capital was called Third
Joint Stock. Apparent inconsgencies and contradictions
abound at this stage of our inquiry, and we have to safe-
guard oursaves by bearing in mind that we are taking a
broad view. This guiding principle accepted, it can be
said that the comparatively enduring capital organization
of the Russa Company was the forerunner of something
destined to survive in English financial practice, while
the method employed by the African Adventurers, al-
though persisted in for long by theseand other adventurers,
was destined to disappear under the influence of the grad-
ual rise of an English banking system which made easer
the retention indefinitely of undistributed balances of
profits. But rise of the banking system had not begun in
the days which now claim our attention, days of which
it cannot even be said that the goldsmiths vaults were
available as repodtories of other peopl€'s treasures.
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QUEEN ELIZABETH AS SHAREHOLDER

A characteristic of the trading organizations of this era
is that each had a charter from the State granting a
monopoly of trade within a certain territory or in certain
commodities. Therefore, the State connection was close,
and perhaps agreeably so when Elizabeth became inter-
ested in the African Adventurers and provided them with
men-of-war convoys in return for a third share of the
profits; but, as we shall s subsequently, the relationship
was to bring its disadvantages. There can be no doubt,
however, that the direct or indirect association of the
State with these early enterprises facilitated the raising
of capital by them.

HOME INDUSTRIAL COMPANIES

The State was associated with the Mines Royal Society,
which came into existence between 1560 and 1570, and
which was one of the few companies formed within the
sixteenth century for the development of home industry.
This Society was granted the exclusive right to search for
gold, silver, copper, and quicksilver in eight English coun-
ties and in the whole of Wales, the State to receive one-
tenth royalty on the annual production. It is interesting
from a capital point of view that the sum subscribed
was much larger than had been provided for by any
company previously, twenty-four shares being issued at
an average price of £1,200 for each share. That English
kings and queens had for centuries borrowed abroad makes
the fact of ten of the shares being subscribed by German
financiers less surprising than might otherwise have been
the case; nevertheless, this sixteenth-century foreign
participation in English joint stock enterprise will hardly
have been expected.

Another company formed about this time was the
Society of the Mineral and Battery Works which, after a
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brief spell of acute rivalry with the Mines Royal Society
to the extent of disregarding the latter'srights, movedinto
close association with that concern, so much so that the
companies seem in some old State documents to be re-
ferred to as one. The capital of the Mineral and Battery
Works amounted in 1568 to £7,200 in thirty-six shares.
It is noteworthy that the company was a producing and
a manufacturing body, mining zinc in Somerset and iron
in Monmouthshire, drawing supplies of copper from the
Mines Royal Society, and turning out brass wares from
factories in London and Nottingham.

THE OLD LINGERS WITH THE NEW

Thus the inter-relating of differently originated joint
stock companies was soon practised, and we have already
seen that subsidiaries were formed by the first of the joint
stock companies, namely, the Society of Merchant Adven-
turers, some years previously. The Russia Company, the
Mines Royal Society, and the Society of Mineral and
Battery Works aso quickly became parent concerns.
An examination of the capitalization and constitution of
these minor subsidiaries is not material to our theme;
some were maintained in existence for a lengthy period,
others were rapidly abandoned. It is desirable, however,
to bear in mind that although the financial technique of
companies was primitive during the last half of the six-
teenth century, the possibilities of joint stock enterprise
were becoming increasingly apparent, and experiments in
joint stock methods although few were of abasickind. As
might be expected, the old lingered with the new, and
examples of the regulated type of company still survived,
one of the most important being the Eastland Company,
an association of cloth merchants dating from the begin-
ning of the fifteenth century. Some companies were of
an indeterminate character, alternating between the old
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form of organization and the new. Such wasthe cae with
the Levant Company; consequently, doubt exists as to
when in its career the company was regulated or joint
stock. It was certainly the latter in 1605 when granted a
permanent Charter to replacethetemporary one bestowed
twenty-four years earlier, although retaining a sysem of
entrance fees for members. What was precisdy the
organization of this company in 1581 is of importance,
because Elizabeth lent the company £40,000 in this year
and an additional £40,000 was obtained from other sources.
If we assume the company was joint stock at this time,
and the balance of the evidence is that way, then the
Levant Company trading in the produce of the Sultan of
Turkey's curious dominion, has the honour of first usng
shareholders capital in a truly grand manner.

THE EAST INDIA COMPANY

Nineteen years later the East India Company was
launched, and just before the dose of the sixteenth century
the sum of £30,000 had been subscribed as capital, repre-
senting part payments on account of shares of £200 each.
The subscribed capital of the company, as a result of
various financial adjustments, including the raising of the
denomination of the shares to a denomination of £240
each, was more than doubled in the next two years. We
meet here with one of those difficulties of exact dassfica-
tion which besst us at this early stage of our inquiries;
for it was not until 1612 that the East India Company
termed itsdlf ajoint stock concern, makingin the following
year an issue of capital called First Joint Stock. The
difficulty is not one which need exasperate us, we may
recognize that although the company was, from its incep-
tion, more of the joint stock type than the regulated,
practices peculiar to the latter played a definite part in
the first decade of the East India Company's history.
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Therefore, the East India Company's retention for some
time of a designation in the course of being rendered
obsolete by its own growth is understandable.

The degree in which the East India Company was joint
stock and the degree in which it was regulated during
the first dozen years of its existence are questions over
which only the academically minded will feel disposed to
linger. We can, for our purpose, take the year in which
the East India Company avowed itself as of the new order
of commercial and industrial organizations as being a
convenient time-mark in company history, a mark sixty
years removed from the date of the formation of the first
Englishjoint stock company, namely, the Russia Company.

NARROW CAPITAL MARKETS

This span of sixty yearsisone of whichwe must say that
money was still adventured rather than invested; for even
when money was used for the development of enterprises
at home and not subject to the risks of winds and waves
and corsairs, it was being used in aland without abanking
system and where knowledge of industrial and financial
technique was embryonic. Scarcely any freedom of cap-
ital movement existed. A person who wished to dispose
of a share could not resort to a market; he was compelled
to negotiate with some one who was already a shareholder,
or who from some other reason had a close acquaintance
with the company concerned. Strange though it seems,
the idea of increasing the capital of companies by adding
to the number of their shares was not as yet perceived,
and when companies required additional capital, share-
holders were made liable for further amounts on the shares
they already held. The result was that the denominations
of shares rose to prohibitive levels and caused some share-
holders to endeavour to sell fractions of their holdings.

It is evident that under these circumstances the growth

3(C12)
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of joint stock enterprises could proceed but slowly. We
find, too, that the management as well as the capital
arrangements of the companies was cumbrous. The affairs
of the East India Company and the Levant Company, to
take the two most important examples, were administered
by a Governor, a Deputy, and twenty-four Assistants.
The appointment of ten auditors to the East India Com-
pany may not have been an excessive proceeding; for
the days of independent auditors had not arrived, and
auditors had to check one another aswell as the company's
accounts. Possibly, the strictly Regulated Companies
elected their auditors similarly, but the East India Com-
pany records are the first to show the election of auditors
as depending upon the popular vote; four of the East
India Company's auditors were appointed by special
committees of those interested in the company, .and the
remaining six elected by the "generality" of the share-
holders.

AUDITORS, CALLS, DISCIPLINE, AND PRAYER

One of the things which the East India Company soon
established in joint stock practice was the right to sue
shareholders who failed to pay calls on their shares. The
company had not been in existence much more than a
year beforeit obtained powersfrom the Lords of the Privy
Council to this end, and warrants were issued against
defaulters. Whether Balance Sheets were issued regularly
in these days we do not know; certainly meetings of
shareholders were frequent. Something of the old guild
discipline was enforced at these gatherings; shareholders
could befined for awide range of offences, including inter-
ruptions, private whisperings, and even for leaving the
meetings, or Courts as they were termed, without per-
mission. Those who did not pay thefinesran the risk of
imprisonment. The Courts of Companies frequently
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opened with prayer; the Governor of the Levant Com-
pany was presented with a Bible as one of the symbols
of his office. Probably, many of the dignitaries of the
Church still believed that the taking of interest was highly
immoral; thecity layman's conscience was not so troubled.
It would be uncharitable to assume that the worthy
aldermen and others who financed these early companies
believed that religious observance and large profits went
together; but they saw no reason to separate religion
from business, and if they often confused business with
religion, ecclesiastics who have made religion a business
were not unknown in those or later days.
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1612—Handsome dividends—Parliament and national expenditure—
The commercial intrusions of James |—New companies—Sale by
candle—1620 and a business crisis—Recovery and Dutch liveliness
—1625 and Charles |—Bolder joint stock notions—Regal hones%
—1642 and civil war—The East India United Joint Stock—
hard-pressed Commonwealth—Charles |1 arrives
WE start this, the third chapter of our inquiries, at the
year 1612, nine years after James | had come to the throne
and three years after the formation of the Bank of Amster-
dam. James | was much less adventurously minded than
Elizabeth had been, and, this being so, we shall not expect
daring initiative on the part of her successor. But al-
though commercial enterprise in the reign of James had
not the advantage of an alertly-sympathetic ruling mon-
arch, peace had been concluded with the Spaniards and,
nominally at any rate, Britain wasin amicable relationship
with the rest of the world. It was a handicap that James
was unwilling to follow the practice of Elizabethin lending
men-of-war as convoys for merchant fleets; for a good
deal of harrying was done by the Portuguese and others.
However, stout resistance and more was offered to woul d-
be marauders by the armed merchantmen of the Com-
panies, and therefore the lack of Jamess naval support
did not prove overwhelmingly serious. Commerce may
not have thrived as it should have done, but by the test of
profits the leading companies had little cause for com-
plaint. The East India Company in the years round
about 1612 was earning from 121 per cent to nearly twice
as much, and the Russia Company paid 90 per cent for
that year.

22
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THE NATIONAL EXPENDITURE

But the main factor which was to influence the growth
of British commerce at this stage was not the somewhat
indifferent external policy of James |. The steady dis-
integration of the nation's finances was much more rele-
vant. Anything which approached a system of national
finance had yet to be reached in Britain; Parliament had
little control over expenditure, and in the next reign was
to have far less; how and where the nation's revenue went
no one knew, and rising deficits were bridged by resort to
expediencies. The expenditure of the nation in pesce
was heavier than that of the nation in war, and there was
nothing to show for the additional outlay. In order to
replenish the Exchequer, James|, or hisadvisers, conceived
the idea of making trade increasingly consist of monopolies.
Sundry persons were granted the exclusive right to manu-
facture certain goods or to use alleged inventions, the
Crown to receive handsome royalties or other remunera-
tion. The practical application of the patent rights proved
in many cases to be impossible, and the Crown's antici-
pated receipts therefrom did not mature; in other in-
stances the granting of monopolies led to the charging of
extortionate prices or shortage of supplies. Naturally,
public outcry was great, and the Crown modified itspolicy
of endeavouring to cover up unsound national finance by
the aid of profits from the sde of privileges. It was not
until 1617, however, that James really appreciated that
State interference with freedom of trade was liable to be
injurious, both to his own well-being and to that of his
people. He had suspended four years previously the
Charter of the Society of Merchant Adventurers, and had
given exclusive rights in the dyeing and handling of cloth
to a newly-promoted concern, whose sponsors claimed
ability to earn vast profits, from which the Crown was
to receive £300,000 a year. The expectations of the
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optimistic promoters of the new concern were not fulfilled.
James | was bribed by the anxious controllers of the
Company who saw their hopes vanishing; but in vain.
A year after James accepted a ewer of gold the concern
was dissolved and the Society of Merchant Adventurers
restored to its former position. Meanwhile, as aresult of

incompetent direction, the cloth trade of England had
seriously declined.

NEW COMPANIES: SALE BY CANDLE

New companies formed in the reign of James | included
two Virginia companies, the Ulster Company, the Ber-
muda Company, the Second Guinea Company, and the
New River Company, the last being the first joint stock
public utility company in Britain. The fact that these
companies and a few other minor ones were formed may
be noted as an indication of expanding corporate activity,
but there are no special features in connection with them
which need command our further attention at the moment.
Our purpose is best immediately served by a consideration
of developments with regard to what was to prove the
greatest of the concerns, namely, the East | ndia Company.
We have already seen that the word capital in the sense
of a stock of money was known to a limited circle in
Elizabethan England, but it isnot until 1614 that wefind
the word appearing in the record books of a company and
meaning share capital as we now understand the term.
The East India Company has the honour of this record.
It should be remarked that distinctions between different
classes of capital had yet to arise, and the reader, until he
is warned to do otherwise, can take the word stock as the
equivalent of share. The East India Company in the same
year as it fostered the use of the word capital took steps
to broaden facilities for the sde and purchase of its stock,
and offered its stock by auction through a specia Court of
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Sale, the method of auction being the ancient one of
inviting bids all the while an inch of candle burned.
Whether shareholders who wished to dispose of stock
could use the Court of Sade or whether the auction was
only for new issues by the company is not clear; certainly
only existing shareholders were allowed to bid for stock.
Two years later the company altered the rules of the
auctions and permitted anyone, whether a shareholder or
not, to bid for the stock of the company when it was thus
offered for sale. The negotiability of stock widened con-
siderably from the date of this historic auction, although
it was not until thirty years later that the beginnings of
an English banking system became apparent, and the
century had nearly run its course before alley trading in
stocks foreshadowed the emergence of the London Stock
Exchange.

1620 AND A BUSINESS CRISIS

So far the difficulties of companies had been chiefly
those which proceeded from imperfect organization, an
excessive patronage on the part of the State, and the risks
of climate and plunderings, the few home industrial
companies being free from thelast. The year 1620 brought
anew form of trial, namely, a commercial crisis accom-
panied by heavy fallsin the prices of commodities. Com-
mercial depressions had been experienced frequently
before the seventeenth century, but the one which began
in 1620 was the first to affect what were virtually public
companies with numerous shareholders, and employing
large amounts of capital. The East India Company
at this time had nearly a thousand shareholders and a
subscribed joint stock of £1,629,000. Causes of the crisis
were diligently sought, and there was no scarcity of pam-
phleteersto air their views. The explanation most favoured
was that of a shortage of money. It is reasonable to
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suppose the currency system was at fault, particularly as
the supplementing of the purchasing power of money by
the judicious creation of credit was then unforeseen, let
alone practised; but as also knowledge of the principles of
finance and commerce generally was scanty there must
have been ill-adjustment in many directions.

RECOVERY AND DUTCH LIVELINESS

The commercial depression lasted for several years,
during whichtheEast IndiaCompany, the African Adven-
turers, the Russia Company, and the Society of Merchant
Adventurers all fared extremely badly. It would seem
that the utmost depth of the depression was reached in
1622; for in that year cloth was reported as almost
vauelessin some districts of England. A decided reaction
occurred in 1625 and values rose sharply, especially of
land in the City of London. Y et while prosperity wasin
some measure regained another disturbing factor began
to makeitself felt, namely, foreign competition. Thishad
never been absent since the first days of the English
Companies, but it was now becoming intensified. The
Dutch, likethe English, were not at war in thefirst quarter
of the seventeenth century. One result of their peaceful
energies was the formation of the Dutch East India
Company, an amalgamation of several formerly separate
concerns; another was the formation in Holland of a
powerful bank giving special attention to the financing
of foreign trade. The Russia Company had already found
itself ousted from Russia at the instigation of Dutch
merchants and, turningtowhale hunting, clashed withthe
Dutch in Greenland. An attempt had been made by the
English East India Company to conclude an agreement
with its Dutch rival, but the Dutch Company was too
conscious of growing strength to desire any sharing of
territory or spails.
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CHARLES | BEGINS HIS REIGN: BOLDER
JOINT STOCK NOTIONS

The rivalry with the Dutch was to become more acute
as the century passed, but again it has to be remarked
that deterioration of the English national finances was of
greater consequence to the English companies. Charles |
began his reign in 1625; where James had committed
financial sins, Charles repeated the offences on a greater
scae, and, additionally, perpetrated his own newly-in-
vented exceses. The first few years of Charless reign
were not unpromising commercially. Colonization of New
England went forward, as did aso the development of
plantationsin theWest Indies. Bolder ideaswere expressed
in joint stock undertakings, the most noteworthy example
being the formation of the Society of the Fishery of Great
Britain and Ireland. This Society, incorporated in 1632,
had a capital of £167,000; it engaged in the catching and
home marketing and exporting of fish, and controlled
several unincorporated units. Charles, however, was find-
ing the pleasures of Court expensive, and he had no inten-
tion of cutting down his own indulgencies or those of
his favourites. The imposition of heavy royalties on
gun-powder and playing cards wrought no great harm,
and may have prevented some persons from ending their
days by explosions or duels. But the range of the royalties
was extended, and the discreditable monopoly practices
of James exceeded. It remained for Charles to repeat the
mistake that James made with the Society of Merchant
Adventurers, and in 1635 he authorized the formation of
a concern to compete with the East India Company, from
which concern he was to receive a liberal share of the
profits. Thisconcern, originating at the Court, and known
as the Courtiens' Association, was unscrupulous in its
activities abroad, and was probably no better at home.
Charles's next move was to endeavour to get his nominees
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appointed to important posts of companies, and, on the
shareholders of the Society of Merchant Adventurers
declining by vote to assent to such a course, he forbade
the use of a ballot box at company meetings in future.
The condition of the country went from bad to worse, and
by 1640 the fishery venture had failed, the Russia Com-
pany was in difficulties, the East India Company's profits
severely reduced, and the much-vaunted Courtiens
Association in a hopeless plight. Charles, having ex-
hausted his credit everywhere, purloined the property of
goldsmiths and merchants lodged in the Mint, and later
helped himself to the East India Company's stocks of
pepper.

CIVIL WAR

We have to sojourn a little longer in the troubled
political and religious atmosphere of the middlie of the
seventeenth century. Charless peculiar ideas of financial
honesty plainly were not of akindtoinspire confidencein
the commercial community, and it is not surprising that
business waned in 1640. The struggle between Parliament
and King was beginning, and early in the year Pym had
made his famous declaration that " The powers of Parlia-
ment are to the body politic as the rational faculties of the
soul to man." Two years later the country was at civil
war, and no spare energy was available for industrial and
commercial development. However, we have to notice
two facts of thisperiod, oneironic and the other economic.
The first is that several of the companies with which
Charles had sought to tamper advanced sums to help the
Parliamentary side; the second is that during the Civil
War the foundations of English banking werelaid, for we
find the goldsmiths then inviting the deposit of money to
be obtainable on demand.
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THE EAST INDIA UNITED JOINT STOCK—
A HARD-PRESSED COMMONWEALTH—CHARLESII
ARRIVES

The Civil War endedin 1646, and the L ong Parliament of
Cromwell was dissolvedin 1653. These yearswere not con-
spicuous for joint stock enterprise; the outstanding event
in this connection was the amalgamation of the Courtiens
Association with the East India Company, capital for
this and for the general purposes of the East India
Company being obtained through an offer of what was
called United Joint Stock. The sum actually offered for
subscription was £300,000, but not all was taken up. It
should be explained that the East India Company acquired
the Courtiens' Association not by reason of the latter's
prosperity but because the Association, failing of its
initial programme, was committing malpractices in the
East to the discredit of English enterprise generally. Six
years after the conclusion of the Civil War Cromwell's
Commonwealth became engaged in a naval war with the
Dutch, which lasted until 1654. One result of this war
was that the African Adventurers and other companies
using sea-routes sustained severe losses. Whether or no
the East India Company suffered heavily from depreda-
tions is not certain; the Company's history round about
this time is chiefly arecord of internal differences attrib-
utable, so it was aleged, to the disrupting influence of
members of the old Courtiens' Association who had taken
an interest in the New United Joint Stock. These differ-
ences were responsible for the East India Company tem-
porarily losing its monopoly, the Commonwealth per-
mitting ships independently owned to trade under licence
with India. But this state of affairs did not last long.
The Commonwealth in 1656 was so hard pressed financially
that it beseeched a loan from the East India Company
which, inreturn for the accommodation it granted,received
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a new Charter from Cromwell. The national finances
were in a more unsatisfactory condition than ever; ideas
upon what were legitimate revenues and expenditures
remained hazy, and to the effects of former cardessness
and profligacy had to be added the expenses of war at
home and abroad. Cromwell died in 1658, and in 1660
Charles Il was crowned King of England. Charles was
ushered in to the cry of " Retrenchment,” and the outlay
on the fighting forces was reduced.
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FROM THE RESTORATION TO THE ARRIVAL OF
"WILLIAM OF ORANGE
THE Third Guinea Company—1662 and a recognition of the limited
liability principle—Plague and fire—The East India Company
stops gaps—Household expenses—A dash by the Dutch and a lost
op}lgortunlty—A " transport"—1 670 and the Hudson's Bay Company
—The Crown defaults and makes history in more ways than one—
1675 and penny post—Banking and insurance—Joint stock sup-
ﬁorters get an opening—A Scottish prospectus—The Commons'
old—James |1 and the East India Company—1689 and William
of Orange
Two years after the Restoration, as Charles I1's inves-
titure as monarch was called, the Third Guinea Company
came into existence. We can learn nothing of financial
method from the constitution or conduct of the Company;
but it is not irrelevant to take heed of the light which the
concern throws on the moral ideas current at the time of
its birth; for we are to see, soon after the turn of the
seventeenth century, an outburst of corruptioninthe joint
stock world, an outburst which had its origin in men's
credulousness and rapacity. The latter vice was a be-
setting sin of the worthy gentlemen of the Third Guinea
Company and of the Crown which granted a Charter to
them. We are told the Company trafficked in human
merchandise. It was a condition of the Charter that not
less than 3,000 negroes should be shipped annually from
Africato the Indies. At the head of the Company was the
Duke of York, aprominent Churchman. Thanks to raids
on the Company's vessels by ships of other nations slaving
did not prove profitable. Few at this distance will regret
the Company's inauspicious start.

THE LIMITED LIABILITY PRINCIPLE EMERGES
I t will have been gathered that the development of joint
stock enterprise did not proceed inspiringly at the opening
31
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of the reign of the second Charles. If the King'sinfluence
had been the determining factor, then all of thetwenty-five
years of his reign would have to be set down as barren of
progress, financial or otherwise. The joint stock idea,
however, had acquired amomentum from its now hundred
years of life in England and its power could but be
increasingly expressed. This being so, fevered activity
broadened in spite of the boudoir outlook of the Head
of the State.

Thefirst financial gain to be recorded is the recognition
in 1662 of the limited liability principle. It was conceded
in that year that shareholders in several companies, in-
cluding the East India, should not be responsible for
the debts of the companies in the event of default of
the latter. Actually the shareholders liabilities were
restricted to amounts due to be paid on their holdings.
Nearly two hundred years were to eapse before this prin-
ciple passed into the Common Law of the land and became
applicableto all joint stock companies without exception.
Nevertheless, it was in Charless reign that the seed was
sown, although the concession was then made in only a
few cases.

PLAGUE AND FIRE: A DASH BY THE DUTCH

Whatever encouragement to trade there might have
been at this time was soon checked by the Plague taking
heavy toll of the inhabitantsof Londonin 1665, and com-
pelling people to desert the centres of business. The
Plague was followed in the succeeding year by the Great
Fire, which has been estimated to have done damage to
the extent of over £10 millions. The East India Company
was strong enough to increase its activities in the midst
of general misfortune. Its power to withstand adversity
was not wholly an advantage, because the Company was
the more expected to stop gaps in the national finances
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when the holes became uncomfortably large. In perform-
ance of this function the Company handed over £120,000
in 1666 and 1667. The need for the subsidizing of the
Crown by aprivate company could not beentirely ascribed
to inescapable national calamities, as is evidenced by the
fact that in 1667 the expenses of the King's Household
amounted to over £800,000. That year England was again
at war with Holland and a slight revival of commercial
activity was once more swiftly retarded by hostilities. On
this occasion, the dash of the Dutch Fleet up the Medway
caused financial panic, and heavy demands were made on
the goldsmiths for payment of deposits left with them.
Some of the deposits had been used for financing mer-
cantile operations now badly hit by the war, and even the
re-used deposits most favourably situated could not be
quickly regained. Therefore, suspension of cash payments
by the new profession of bankers was common. Only a
year passed after the bold Dutch demonstration in the
tributary of the Thames when, to use the words of Mr.
G. M. Trevelyan, "an English diplomat in the L ow Coun-
tries, Sir William Temple, negotiated with great skill the
TripleAlliance of England, Holland, and Sweden to check
the French advance on the Rhine and in the Spanish
Netherlands." If England had steadily adhered to the
policy, continues Mr. Trevelyan, she might have saved
Europe an epoch of bloodshed. That is the first considera-
tion; additionally, England would have benefited enor-
mously from the commercial standpoint if she had been
faithful to "the little Republic of merchants . . . poised
between the sandbanks and the sea" But although
probably desired by the plain folk of England, no enduring
alliance with industrious Protestant Holland was possible
while England had a King of "Roman Catholic and
despotic proclivities," whose amours and indulgencies
generally were a byword, whereas the First Magistrate
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of Holland was renowned for the simplicity and austerity
of his life. Three years passed and we discover Charles
negotiating a secret alliance with France against Holland,
in return for a cash payment and without the consent of
the English Parliament.

A "TRANSPORT" DOCUMENT: THE CROWN
DEFAULTS

However, the treaty with the Dutch ensured a brief
spell of peace. An advance in the facilities for the selling
of stock was witnessed in the year following, when the East
India Company adopted a "transport” document, plainly
the forerunner of the transfer form which has to be lodged
with joint stock companies of the twentieth century. When-
ever a sale of shares was made the "transport" opened
withadeclarationthat" | . . . dosell andassignto ..."
This was in 1668; in 1670 occurred another outstanding
event in joint stock history, namely, the forming of the
Hudson's Bay Company, with an organization modelled
closely on the lines of the East India Company. Seven
days before Christmas, 1671, the Crown postponed pay-
ment of £1,328,000 borrowed from bankers and due to
them. Themoney lent to the Crown by the bankerslargely
consisted of deposits made by ordinary citizens, and,
consequently, the default of the Crown precipitated a
financial crisis affecting the whole of the City of London
and also beyond. We must mark well this incident, be-
cause the sum defaulted constitutes the beginning of the
National Debt. It was subsequently recognized as an
obligation of the English people and we shall follow in
later pages the manner of its handling. Out of it sprang
the system of English Government loans from the pub-
lic and the provision of a highly important avenue of
investment.
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1675 AND PENNY POST: BANKING AND
INSURANCE

By 1675 the nation had recuperated and fertility of
industrial and commercial ideas was apparent, finding
concrete expression eventually in such schemes as those
for a London Penny Post and the provision of lamps on
the outside of houses, by whichrapeoil illuminantsL ondon
streets were then shadowily lit. Metallic money in circu-
lation greatly increased as aresult of expansion of coinage,
and credit instruments in the shape of bankers' bills came
into extensive use. The banking business was still mainly
carried on by goldsmiths, but we find at this time a dis-
tinct tendency on the part of goldsmiths who accepted
deposits to resort to the designation of bankers. Both
the East India Company and the Royal African Company
virtually acted as merchant bankers, accepting deposits
for withdrawal at call or on notice, and it was evident
that the conception of banking was entering vitally into
the national life. In 1680 the declaration of a substantial
dividend by the New River Company provided a stimulus
to the forming of other water supply companies. It was
in this year also that afire insurance office was founded on
a basis approximating to joint stock, a year further dis-
tinguished by the House of Commons refusing funds to
pay the King's debts.

A DEFENCE OF JOINT STOCK PRINCIPLES

About this time friction occurred between the Levant
Company and the East India Company. We have referred
previously to the difficulty of classifying the Levant
Company; on the occasion of this dispute the Governor
of the Levant Company claimed that it was conducted on
regulated lines; he went further and attacked the notion
of joint stock as injurious to the country. Possibly, the
Levant Company was aregulated company at the time of

4-(Cia)
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the dispute; that need not concern us, although we may
note a certain contradictoriness in the fact that forty
years previously the Levant Company had passed a reso-
lution in favour of joint sock trading. Wehaveto observe
that the Levant Company's attack gave those in control
of the East I ndia Company the opportunity for making a
spirited defence of joint stock principles, a defence which
impressed a wide circle of commercial opinion. It was
shown in this defence that trade with India had greatly
increased since the East India Company had definitely
adopted joint stock methods, and that thiswasto the bene-
fit of England as a whole; as far as the condition of the
Company was concerned, its ability to borrow at the low
rate of 3 per cent testified remarkably to the soundness of
its policy. Thereafter, the cause of the regulated com-
panies which had long been waning suffered severe decline.

A SCOTTISH PROSPECTUS

. Soon after this episode the documentary aids to invest-
ment received a notable addition by the issue of a pros
pectus appealing for subscriptions to stock. This docu-
ment was cir culated by the promoters of a Scottish under-
takingformed to manufacturecloth, and, asfar asisknown,
it is thefirst company prospectus to make an appearance
inBritain. It hastoberemarked that subscriptionswould
be accepted only from persons engaged in thecloth trade,
and therefore we can hardly regard the prospectus as the
medium for apublic offer of stock; but thisappeal for funds
distinctly broadened financial practice as hitherto pur-
sued and, the example given, it was not long before imi-
tatorsperceived the inelastic elements and removed them.
This Scottish venture was remarkable from other aspects;
members of the governing body were all more obvioudy
actual directors than was the case with contemporary
English companies. Building up of financial strength



RESTORATION TO ARRIVAL OF WILLIAM OF ORANGE 37

was the promoters' prime concern. Subscribers to the
Scottish cloth company were not to expect any dividend
for the first three years and only 5 per cent in each of the
three years ensuing. |t will be seen that Scottish financia
conservatism is no recent product.

THE COMMONS' HOLD: JAMES Il AND THE
EAST INDIA COMPANY: 1689 AND WILLIAM
OF ORANGE

Thereign of Charles|| endedwith hisdeathin February,
1685. "Bloody and disturbed" it was, as Mr. Trevelyan
tells us, remembering the persecution of the Scottish
Covenanters, and blemished by dissolute living in high
quarters. Nevertheless, in spite of these things and Plague
and Fire and War, England's wealth and foreign trade
expanded. We have not yet arrived at the time when the
nation's book-keeping is sufficiently clear and honest to
indicate the real position of the National Debt at the
beginning and at the end of Charless regal and riotous
guarter of a century. But there is no doubt that Parlia-
ment retained the closer control over the national expen-
diture which the Commons had stubbornly gained by
Cromwell's aid, and the King's natural disposition to ex-
travagance was allowed no easy rein. The task of deliver-
ing taxation from the demands of caprice and irrespon-
sibility, although far from wholly accomplished, had
made headway enough to permit of investment being less
exposed than formerly to dangers arising from misappro-
priation of the nation's moneys. During the four years
reign of Charles I1'successor, the normal activities of life
were eclipsed by acute dissensions within the State.
Rebellion signalized the arrival of James| |, and speedily
the efforts of the greater portion of the English people
and a large portion of the Scottish were employed in
endeavours to remove James from the throne. The
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struggle ended by James fleeing to France in 1689 and
William of Orange accepting an invitation to become
King of England. A curious incident of these troublous
days was the pledging of the support of the East India
Company to James Il by Sir Josiah Child, Governor of
the Company, in face of the strong criticism of aminority
of the shareholders, who were over-ruled and forced to
dispose of their holdings. The shareholders thus defeated
organized themselves in active opposition, and the effects
of these dissensions were to be felt in various ways by the
East India Company during the next twenty years of its
history. While James was still in power the massacre of
the Huguenots took place in France. A consequence of
this outrage was that many Huguenot refugees fled to
England. They brought with them a specialized skill
which infused fresh life into the comparatively backward
industries of England. Thisis all we can say from the
business point of view with reference to the years from
1685 to 1689. But before the end of the century very
significant financial innovations were to be made.



CHAPTER V

WILLIAM OF ORANGE—YEARS CROWDED WITH
FINANCIAL INCIDENT
SALVING treasure—Companies in 1695—Scrip dividends—John Hough-
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Act largely dead—The new East India Company and the United—
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The National Debt in 1701—The Darien Company—The Million
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HOLLAND had long been tolerant of the Jews, and upon the
selection of William of Orange as King of England a
number of the race came over from Amsterdam in search
of opportunities for the exercise of their undoubted talents,
reinforcing the few of their brethren who ventured back to
England during the rule of Cromwell, although the ban
on the Jews had not been officially removed. Those who
now came from the great trading centre of Holland had
the advantage of coming from a city much more advanced
in financial technique than was the capital of England,
and of arriving in times propitious for development of the
gentle art of lending money and getting it back again.
The year before William ascended the throne an English
expedition had returned from salving treasure out of
sunken ships, and so successful had it been that bullion
and plate to the value of over £250,000 had been rescued
from the deep. Popular acquaintance with this rich
reward brought about many similar expeditions, most
of which were organized on a joint stock basis. Partly
as a consequence of this movement the number of British
companies in existence had risen to nearly 150 by the end
of 1695. Other factors had aso fostered these forms of
enterprise. The period was one of almost European war;

39
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in numerous directions normal commercial pursuits were
restricted and the possessors of money had to seek fresh
outlets for the employment of their resources. Then, too,
the Hudson's Bay Company and the Royal African Com-
pany were conspicuously prosperous in spite of the difficult
times, as was aso the East India Company until the
challenge to its privileges became irresistible, leading
eventually to the formation of arival concern. All three
companies had, round about 1690, distributed handsome
scrip dividends, that is to say, they had given to their
shareholders free additional shares. The kind of distribu-
tion then initiated has persisted to our own day. It has
the advantage of nominally increasing the capital and so
causing the rates of subsequent cash dividends to appear
to be much less than actually the case, a consideration of
importance when large profits are apt to be regarded
enviously by multitudes who cannot directly participate
in them.

JOHN HOUGHTON'S BULLETIN: THE FIRST
JOINT STOCK BANK: "TIME BARGAINS"

The increase of public interest in joint stock companies
led to the publication of the approximate prices at which
stocks could be bought and sold, the prices appearing in
alist contained in a bulletin of miscellaneous commercial
information issued at intervals by one John Houghton,
whose list in 1694 comprised some fifty companies. This
is the year in which the first English joint stock banking
company was formed, namely, the Bank of England, and
a year before the foundation of the Bank of Scotland.
Naturally, the addition of Bank of England stock to the
growing list of purchasable securities helped to attract
still further attentionto the City asaplace for using money.
The market for stocks acquired more definite character
and securities were bought and sold as "time bargains”;
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that isto say, the cash for them was not paid immediately,
but the parties concerned agreed to complete the settle-
ment at a date specified, thus foreshadowing the days of
account afterwards to be established by the Stock Ex-
change when that institution came into full existence.

THE BANK OF ENGLAND CHARTER: THE STATE
BORROWS MONEY PUBLICLY: STOCKBROKERS

The Bank of England, as a condition of its Charter, had
to lend to the Government the whole of its original capital
of £1,200,000, on which it was to receive 8 per cent annu-
ally, plus an extra £4,000 each year for management.
It is said that the suggestion of lending to the Government
originated with William Paterson, the chief founder of
theBank; but it isnot improbablethat Charles M ontague,
the then Chancdlor of the Exchequer, had a voice in the
matter. The Bank was given the right to issue notes to
the extent of its capital and to transact banking busness
generally. Two years prior to the foundation of the Bank
of England the State began to borrow money publicly,
instead of privately from merchants and goldsmiths as
had been the custom to date. Itsfirst experiment was by
means of a so-called Tontine Loan for £1,000,000, but
only one-tenth of the amount offered by the Gover nment
was subscribed. Clearly, the conditions of the Charter
granted to the Bank of England meant that the State was
borrowing from the public by means of the Bank. In the
same year a State L ottery L oan of £1,000,000 was offered,
followed in 1697 by one for £1,400,000. The increase in
the number of companies, together with the issue of State
Loans, brought into exisence a large dass of persons who
earned a living by acting as intermediaries in the matter
of buying and sdling securities. These stockbrokers or
stock jobbers, asthey came to be called, met at first in the
Royal Exchange, abuilding not intended for that purpose,
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and whose regular fraternity of merchants were at first
none too well disposed towards the new and noisy pro-
fession springing up in their midst. The annoyance must
soon have been appeased, because by 1698 the deders in
stock found the Royal Exchange accommodation inade-
guate, and many of them betook themselves to Change
Alley, nearby. A few of the brokers did not move until
later, and those who did depart subsequently received an
invitation fromthe Royal Exchange authoritiestoreturn;
for it was now recognized that the stock dealer was des-
tined to be a power in the land. The invitation was not
accepted; when climatic conditions made open-air dealing
in Change Alley too rigorous a business, dealers resorted
to the warm interior of the famous coffee house known as
' Jonathan's."

AN ACT LARGELY DEAD

The City Corporationwas early aware of the desirability
of taking whatever steps were possible to ensure that
persons handling large sums of other people's money should
be of good character, and from Ist May, 1697, brokers had
to obtain alicence from the Lord Mayor and Aldermen.
The licence was granted only on evidence of honesty and
good fame, and the broker was required to swear an oath
promising that he would truly and faithfully execute and
perform the office and employment of abroker. He prom-
ised to avoid fraud and collusion and generally to act
according "to the tenour and purpose of the Act intituled
to restrain the number and ill practice of Brokers and
Jobbers." This Act, stipulated among other things, that
a broker should not speculate on his own account; but as
it was impossible to discover, except in flagrant instances,
when a broker had done so, this part of the Act was a
dead | etter from the start, as, indeed, were other portions.
Oaths were easily sworn and easily broken in those days.
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It should not be assumed from the wording of the Act that
the alignment of the functions of broker and jobber had
already been determined. The Act was designed not alone
to control dealers in securities but dealers in other things
aswell. Moreover, at thistimethe words stockbroker and
stock jobber can be regarded as interchangeable, and the
use of the one rather than of the other as a matter of
preference and not an indication of the performance
of separate duties, as was later to be the case. Dis-
cipline of brokers by the Corporation of the City of
London was practised in gradually lessening fashion until
1886, when what was called the Brokers' Relief Act came
into force. Thereafter the broker was subject to the gen-
eral laws of the land and to the rules and regulations of
the institution of which he was a member, but was freed
from other specia governance.

THE NEW EAST INDIA COMPANY AND THE UNITED

Meanwhile, the State was being drained by an unpre-
cedented scale of expenditure on war, and it took the
opportunity of replenishing its coffers by exploiting the
situation caused by disruption within the East India
Company. A monopoly of trade with Indiawas conferred
on those who subscribed to a loan of £2,000,000 to the
State, the result being the formation of a new East India
Company. It isacurious sidelight on the expediencies of
national policy at this time that the original East India
Company was permitted to subscribe to the loan, and we
thus have the position of the original East India Com-
pany having afinancial interest in the new opposing com-
pany. Thisis an early instance of the interlocking of the
affairs of one company with another, a process which by
the twentieth century was in many instances to reach a
point almost defying analysis. It is not for us to pursue
at length the various phases of the East India agitation,
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since to do so would carry us too much into the domain of
private and Parliamentary intrigue. But in order not to
leave the matter inconclusive we may record that the end
of the agitation occurred in 1708 when the rival concerns
were amal gamated under the title of the United Company
of Merchants Trading in the East Indies.

CORRUPTION, GREAT MEN, AND CURRENCY
REFORM : EXCHEQUER BILLS: NATIONAL DEBT
IN 1701

It would be difficult to find in English history a more
extensive corruption thanistobefoundin the periodwith
which we are now dealing. Members of Parliament and
Members of the House of Lords took bribes as a matter of
course. At least one of the Government Loans was the
subject of a great fraud by a high official, and of all the
loansraised in William's time a disappointing proportion
actually reached the Exchequer. Indeed, it has been
estimated that of the first £5,000,000 so raised only 50
per cent went into the Treasury. But the new ideas which
had survived and expanded through a century of devas-
tation, disease, and misrule, were not to decline or to be
denied offspring merely because honest citizens were few
and far between at the end of the seventeenth century.
Great men were not entirely lacking. It was the time of
Locke and Newton, and if William of Orange was not
lovable he had solid virtues. Therefore, the period was one
of broadening conceptions and some of the pressing
financial problems were boldly handled, although others,
by lack of knowledge or defect of moral courage, were
not faced. Among the gains is to be counted a reform of
the currency, which step involved the recoining of gold.
The temporary withdrawal of gold from circulation led
in 1696 to the issue of Exchequer Bills, by the use of which
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was remedied the temporary deficiency of circulating
media. These Bills were chiefly of £5 and £10 denom-
ination, and were issued by the Government through the
financiers, aswelling class playing anincreasingly import-
ant part in the affairs of the nation and the scorn of the
landed gentry, who were in a few years so largely to fall
victimsto the men whom they despised. TheBills, which
were payable at a specified date, were more than a substi-
tute for currency, however, because the Government paid
interest at the rate of £4 us. per cent per annum. It
is evident the Government had found a useful way of
borrowing for short periods, and in 1697 afurther offer of
Exchequer Bills was made, the interest being raised to
£y 12s. per cent. The increased rate of interest may be
in some degree an outcome of a decline in the Govern-
ment's credit, but it aso partly proceeded from an en-
deavour to make the Bills more acceptable—an endeavour
which succeeded. It is hardly necessary to add that
Governments early found tempting methods to persuade
holders of Exchequer Billsto change into Loans repayable
at a distant date, when it was either embarrassing or im-
politic for the Governments to meet their obligations
when they fell due. The very first issue of Exchequer
Bills gave the holder the right to exchange into an "annu-
ity" redeemable at alater date than the Exchequer Bills.
By Lottery Loans and Exchequer Bills and the securing
of funds through the Bank of England and East India
issues, the foundations of the National Debt were being
well if not truly laid. Various other minor loans were
also raised and were mostly charged on the anticipated
returns from duties on malt, coal, and other products, and
on some anticipations of decidedly less common-sense
nature; for possible sources of new taxation were fever-
ishly canvassed at thistime. The National Debt posmon
at 31st December, 1701, was as follows.
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Debt recognized as Annual I nterest

Principal

Perpetual Required
By means of stock of Bank of Og go
England 1,200,000 96,000
By means of stock of the (new)
East | ndia Company . 2,000,000 160,000
The "Bankers" Debt" (of
Charlesl 1) . . . . 664,000 39,800
3,864,000 295,800

Annuities and Debts charged on
certain taxes with a view to
redemption . 9,861,000 853,000
Miscellaneous Debts havmg no
such provision as those im-
mediately above . . . 2,669,000 162,000

£16,394,000 £1,310,800

The average rate of interest paid on the total Debt was
therefore a shade under 8 per cent per annum.

SOME REFLECTIONS ON THE FIGURES

It must be borne in mind that the figures above can only
be regarded as offering a broad indication of the state of
the National Debt at the end of the seventeenth century;
for the craft of accurate and even of honest book-keeping
had yet to be acquired by Government officials. Pre-
sumably, the statement does not include sums borrowed
for allegedly very short periods, such as the amounts
secured from Exchequer Bills and Tallies, unless they
have been included in the item of unfunded debts for
which no redemption arrangements had been made. It
will be noticed that well over a quarter of the Debt was
acknowledged as of a permanent character; but figures
for later years suggest that hardly any of the Debt was re-
deemed and strengthen the doubts previously mentioned
concerning Excheguer Bills and Tallies. The sum of
£664,000, which, although provided for, strictly speaking
did not enter into the National Debt until 1705, represents
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the compromise effected with regard to the £1,328,000
borrowed by Charles from bankers and on which he
defaulted in 1671. The original holders of this debt and
their descendants had to press their claims for thirty years
before obtaining a settlement and had to be content at
last with the State accepting liability for half the amount
filched by Charles, the Government of William issuing
requisite securities to bear interest at 6 per cent. Since
the word tallies has been mentioned, these curiosities of
Government finance should be defined. The tally was a
stick with sides notched and serving as a receipt for
money lent to the Government for a short period.

THE DARIEN COMPANY: THE MILLION BANK

All of thereignof William 111, whichcametoanendin
1702, was crowded with financial incident, bothin Govern-
mental and company finance. It was a time of many
abortive schemes, including an attempt to float a rival
concern to the Bank of England, shortly after the latter
was founded. A minute episodic study is not our task;
our concern iswith abroadening stream, rather than with
debris floating from time to time upon its surface. It
should be mentioned, however, although the Company
comes into the category of a colonizing venture by the
Scottish nation as a whole, that within this period was
formed the Darien Company which, after twelve years
existence, came to grief in 1707. Its failure had far-reach-
ing political consequences, for, as Mr. Trevelyan tells us,
Scotland learnt from the tragic failures of this settlement
the bitter lesson that she had not the power and resources
needed to open markets and found colonies for herself
alone. Indeed, the failure prepared the way for the com-
plete Union of Scotland and England, a development
which involved the absorption of Scotland's Parliament
and Privy Council into those of England. Until thisUnion
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Scottish companies had been protected from the com-
petition of English concerns; removal of this protection
caused a crisis in Scottish finance and the collapse of sev-
eral companies engaged in the manufacture of cloth. Less
historically famous than the Darien scheme isthe Million
Bank, an English company started in the same year. The
Million Bank was never a bank in the accepted sense of
the word, and it soon became a company holding Govern-
ment securities. As the first investment trust company
the Million Bank must be accorded our recognition.
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As far as finance is concerned, Anne's dozen years as
gueen have no exciting flavour, unless we regard as such
the liberal accumulating of Debt by the State. Scarcity
of money and general business depression marked the
first years of her rule, causing in 1704 suspension of pay-
ments by the Bank of Scotland and a substantial fall in
the price of Bank of England stock. Disaffection in Scot-
land was partly responsible for this condition of affairs,
but the main reason was the European War, which in one
phase or another and at one place or another continued
until the Treaty of Utrecht in 1713. Professor Scott has
calculated that the total paid-up capital of English and
Scottish companies soon after Anne came to the throne
amounted to nearly £8£ millions. Many companies came
to an end in the next few years as a result either of mis-
fortune or mismanagement, but their disappearance did
not prevent the capital invested in joint stock companies
from doubling before George | became king. Really,
however, as we shall se subsequently, the additional
capital so created was much more for the use of the State
than for private enterprise.

THE FIRST FOREIGN LOAN
The depression did not lift until 1708, but the lack of
money and confidence which prevailed thereto did not
49
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stop the occurrence of an important financial event in
theyear 1706, namely, the flotation of an Eight Year Loan
for £600,000 on behalf of the Emperor of Germany, secured
on the revenues of Silesia and bearing interest at 8 per cent.
Thiswasthefirst foreignloanissuedin England. Thedesir-
ability of the L oan had been strongly urged by the Duke of
Marlborough, then at the height of hispopularity after the
victoriesat Blenheim and Ramillies. That hisvictoriesdid
not bring peace until some yearslater is attributed by his-
torians to the wrong-headedness of England's politicians.

THE BANK OF ENGLAND AND THE GOVERNMENT

Although in 1705 and 1706 the annual dividend of the
Bank of England was 7 per cent only, or 1 per cent less
than received by the Bank on the capital it had lent to
the State, the practice of banking was in several quarters
regarded covetously; so much so, that the Sword Blade
Company and the Mine Adventurers Company decided
to add banking to their other activities and began to re-
ceive deposits, make advances, and issue notes. The tak-
ing of deposits by companieswas no new thing, but plainly
the issue of bank notes by any joint stock company
which chose to do so could not be permitted by the Gov-
ernment. Accordingly, the Bank of England Charter was
strengthened in 1708 and other corporate bodies were
forbidden to issue notes, but the right was not withheld
from partnerships comprising six persons or less. |t will
be gathered that the new Charter was inexpertly drawn;
beyond allowing note issues by partnerships, nothing in
the Charter prohibited joint stock companies carrying on
banking as long as they did not issue notes. Rather more
than a century was to elapse before joint stock companies
availed themselves vigorously of the loophole, the delay
being attributable to the fact that for long banking with-
out issuing notes was deemed to be an unattractive pursuit.
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The new Charter may have been imperfect, but it
heightened the status of the Bank of England, and it is
not surprising to find the Bank in the following year
offering to lend the Government £400,000 free of interest.
The Government felt that it was entitled to a larger sum
but reluctantly accepted the £400,000. This meant that
the Government had now borrowed £1,600,000 of Bank
of England capital; the total interest was still to be
£96,000 a year, or 6 per cent, against 8 per cent on the
former amount of £1,200,000. The Bank of England was
by no means as generous asit might seem. Inthefirst place,
the Bank obtai ned a handsome discount on the £400,000, by
paying the nominal amount to ahungry Government some-
what before the date agreed; secondly, the Bank was
given the business of circulating £2,500,000 of Exchequer
Bills, on whichit secured aprofit. Growing responsibilities
of the Bank demanded an increase of capital, and this was
doubled, making the amount in issue £4,402,000. It should
be remarked that the stock newly created was issued at
apremium, £330,000 being realized by this action.

Sight of a monarch pouring away the nation's money in
riotous living no longer confronts us; but we have the
equally disturbing spectacle of a State borrowing lavishly
and knowing little of how the money thus borrowed was
spent. By 1710 interest on Exchequer Bills wasin arrear,
a fact which might have been alarming to statesmen if
there had been no Bank of England. That convenient
institution being obligingly to hand, the arrears of interest
on Exchequer Bills, together with certain other Govern-
ment debts then due, were by the Bank's aid converted
into Permanent Debt; in other words, added to the
amount which the Government already owed to the Bank
of England. The sum so dealt with was £1,775,000, mak-
ing the total Government Debt to the Bank £3,375,000.
Once more the capital of the Bank was raised; this time

5-(C12)
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to £5,569,000. It would appear to be reassuring that no
further increase in the Bank's capital took place for ten
years. Unfortunately, the absence of increase is merely
due to the Government easing in another direction its
chronic impecuniosity.

THE SOUTH SEA COMPANY

In 1711 Government debts amounting to rather more
than £9 millions were taken over by the newly-formed
South Sea Company; that is to say, holders of these
Government debts surrendered their securities and re-
ceived South Sea Company stock in exchange. The idea
of dealing with the debts in this fashion is said to have
originated with Lord Oxford, a member of the then
Government. The South Sea Company was to receive
6 per cent interest on the debts so transformed, and it was
also granted a Charter giving it exclusive trading rightsin
the Pacific Ocean and elsewhere. All of the debts so taken
over stood at heavy discounts in Change Alley; but they
were valued at par for the purpose of the South Sea trans-
action. The working capital of the Company was to be
provided by borrowing on the debts acquired. This gave
to the Company power to borrow far more than could be
remuneratively employed in ordinary trading; it was
only a matter of time before the directors succumbed to
the temptation to use unwisely the surplus credit to their
hands. But we must not anticipate the fateful year 1720.

THE ART OF RECONSTRUCTING: THE BULL-CALF:
THE FAMOUS HOAX: THE SUN FIRE OFFICE

The art of reconstructing companies was by now well
advanced, and 1711 witnessed this process with the Sword
Blade Company and the Royal African Company. Many
satirical pamphletsissued at thistime depict unflatteringly
the physiognomies and characters of stockbrokers; but
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littlelight isthrown on the development of their business
methods. Certainly, speculation was rampant and buying
in the hope that stock would rise before payment was
due arapidly growing practice. Herewe havethe"bull,"
not yet perhaps much beyond the calf stage, but already
adept at the spreading of rumours to further his own ends.
The gentleman who sought to depress prices of stocks and
who was afterwards honoured with the name of "bear"
was not far behind. Indeed, the famous hoax wherein a
messenger rode abroad proclaiming the death of Queen
Anne while that lady was yet living'is said to have been
arranged by two of the leading lights of Change Alley,
who, it was afterwards suspiciously recollected, were not
averse from purchasing at bargain prices what their
brethren offered in panic. The year 1711 was one of ex-
panding foreign trade, afact which helped to direct atten-
tion to the stocks of trading companies, more particularly
to those of the United East | ndiaCompany, which had now
enjoyed for two years the benefits of a blending of former
rivalries and which also had experienced in its new form
the privilege of coming to the financial aid of the Govern-
ment. A large number of insurance companies were formed
in the reign of Queen Anne; most of them were freakish
and ephemeral, concerning themselves with the risks of
marriage and thelike. But one, the Sun Fire, was destined
to become famous and soon reached the dividend stage.
The Sun Fire had the advantage of being administered
by a committee of seven; the majority of companies at
this time had a cumbrous administrative, twenty-four
directors being the rule, with a Governor, Deputy-Gover-
nor, and even a Sub-Governor.

PREFERENCE CAPITAL: A STOCKBROKER'S LIST

No marked evolution in the forms of capital occurred
within this period. We may note, however, that towards
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the end of Anne's reign there was formed a company for
the making and vending of oil extracted from beech nuts.
The company seems to have been formed principally for
lining the pockets of its ingenious promoter, but the
holders of a certain class of stock were entitled to a fixed
dividend to be paid before any distribution was made on
the Ordinary Stock. We are thus provided with our first
instance of Preference Capital in English investment
history. A writer of some years before, when satirizingthe
times, uses the word debentures, but we cannot be certain
he is not using the word merely as an alternative to
stock, since no evidence has survived of a company at that
time having issued debentures as we now understand
them. Some hints are observable from 1712 onwards of a
tendency to distinguish between stock and shares, in the
sense of the former word being reserved more particularly
for the securities of the Chartered Companies or Govern-
ment Loans, the word Funds aso being used for the latter.
We shall, however, continue in this narrative to use the
word stock to designate all classes of capital until we
arrive at the time when the difference between stocks and
shares is more precisely determined.

The word share is not used in the first list of prices to
be published by an actual stockbroker, namely, in that of
John Freke, which appeared regularly during a number
of yearsfrom about 1715. His list also contained, by the
way, afew quotations of foreign exchange rates and notices
relating to the Bank of England.

THE SINKING FUND

Anne's reign terminated amid misgivings as to the good
order of the nation'sfinances, which is understandable in
view of the official admission that large sums had been
used by the Exchequer no one quite knew how. Critics
of the Government aleged that £36 millions had thus
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disappeared. It may be only a coincidence that the
National Debt during the last dozen years had increased
by approximately this figure and now, stood at over £53
millions. Inspiteof criticismsand admissions, the Govern-
ment of thistime was able to borrow at 5 per cent and two
years later floated a Loan at 4 per cent, although the
success of the latter was held in suspense by the City, which
subscribed reluctantly, declaring that the rate of interest
offered was absurdly low. But the feat was accomplished;
the success may have been partly attributable to the
fact that the Government conceded the claims of trac-
tarians that interest paid on the National Debt should be
wholly, free from any Government impost. Taxes speci-
fically allocated to meet interest on thesetwo loansyielded
a surplus over the amount required; these excessss
accrued to the credit of the Government. The surpluses
were to serve two years later as the basis of a scheme for
the progressive redemption of the National Debt; for in
1717, the year in which the Bank of England began the
payment of dividends on behalf of the Government, Sir
Robert Walpole established with an initial amount of
£323,000 what afterwards became known as the Sinking
Fund. Somewhat earlier many of the taxes on which
loans were charged had been consolidated and the taxes,
hitherto deemed to be tentative and subject to revision,
were thereafter termed perpetual. It would follow, sub-
ject to considerations mentioned later, that if the yield
from the perpetual taxes were maintained or increased
and the Government Debt remained stationary, whenever
the Government was able to reduce the average interest
on that Debt, so there would be a surplus of taxes to be
devoted to redemption purposes. We have to assume,
in order to make the foregoing tenable, that successive
Governments would not use the proceeds of perpetual
taxes in ways otherwise than qriginally pledged, or to
1/ /rak
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divert from the Sinking Fund any surplus those taxes
afforded. A still greater assumption needed is that Gov-
ernments would refrain from borrowing on the Sinking
Fund itself and so increase the Debt at as rapid arate on
the onehand asthey reduced it on the other. Assumptions
such as these ask too much of human nature for them
to hold good over a lengthy period, but during the first
twenty-two years of Sinking Fund operation the National
Debt was reduced by £8 millions.

A feature of financial activity in the two years after
the inauguration of the Sinking Fund was the formation
of insurance companies of a much more responsible type
than any of those launched previously, with the exception
of the Sun Fire Office, special attention being given to
marine insurance. New companies included the Royal
Exchange Assurance and the London Assurance.

THE IDEAS OF WILLIAM LAW

In 1719 occurred aslackening of trade and the beginning
of immense speculation in Paris. France then enjoyed the
society of William Law, a Scotsman who had vainly
endeavoured to persuade his fellow-countrymen to issue
bank notes to the estimated value of the land of Scotland.
The unsoundness of Law'sproposal isnot difficult to detect.
Who can say what the total value of a nation'sland will
be in afew years time? Or who is to say the degree of
reality inthe value placed upon anation'sland at any time,
let dlonein that placed by assessors preparing the way for
inflation ?However, L aw found sympathetic earsin France,
where he was rewarded with high office, and under the
auspices of himself and his patronsthat country wasflooded
with paper money. Law's currency ideas were mingled
with others equally ambitious, including schemes for
conversion of the National Debt of France andthevirtual
consolidation of the whole French nation into a banking
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andindustrial trust with French foreign trade a monopoly
of the French Indian Company, prices of the shares of
which were prodigiously manipulated on the prospect.

THE GREAT GAMBLE

Although Law's currency notions were discredited on
his native heath, London could not excape the fever of
the fictitious rise in prices of commaodities and securities
which he had engendered, and neither could influential
Englishmen escape altogether contagion of his expansive
idea. Therefore, not to be behind in doing things on a
grand scae, the directors of the South Sea Company
offered to take over £40 millions of the English National
Debt in return for an interest of 5 per cent until 1727 and
of 4 per cent after that date, the Company to pay £3%
millionsinreturnfor the privilege. The Bank of England,
alarmed at the power that would thus pass to the South
Sea Company, outbid the Company, which outbid the Bank
inturn. Finally, fortunately for the Bank, the South Sea
Company won the day, having agreed to pay the Exchequer
double what it offered in the first place. Forty millions of
Government stock passed into the possession of the South
Sea Company, the original holders of the £40 millions
receiving South Sea Stock in exchange. The Company,
when it took over £9 millions of Government Debt in 1711,
acquired borrowing powers far in excess of what could be
used for genuine trading purposes, but apparently the
directors refrained from exercising other than a moderate
portion of their credit facilities. At any rate, we have no
evidence that the credit facilities were abused. Such was
not the case in 1720; for then the directors of the South
Sea Company with enormously increased borrowing pow-
ers used them for gambling in the Company's own stock
and committed other financial misdemeanours, including
making loans to certain shareholders on the basis of
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unwarrantable valuations of South Sea Stock. Aswe have
seen, the time was ripe for gambling mania. All kinds
of optimistic rumours spread like wildfire, some of which
most probably emanated from the directors and from the
members of the Government, who were subsequently dis-
covered to have profited from the rigging of the market
for the stock. The price of South Sea stock rose in six
months from £126 to £1,000, and prices of stocks of all
other companies rose preposterously. New joint stock
companies were floated at an amazing rate; in one week
invitations were issued to subscribe to companies with a
nominal capital of £200 millions. An indication of the
frenzy of dealings is to be found in the fact that 36,000
transactions in South Sea Stock were recorded in one
week. The Government was now alarmed and issued a
proclamation designed to check the formation of new
companies; the proclamation had little effect. Next, the
directors of the South Sea Company themselves became
seriously perturbed and secured the issue of writs against
over eighty companies on the ground of so-called illegal
incorporation. In September, 1720, prices began to fall as
rapidly as they had risen; where rumours were lately
invariably optimistic they werenow uniformly of an oppo-
sitekind, and the hitherto disparaged sceptics of the boom
began to be treated with respect. Soon ruin was wide-
spread, companies vanished over-night, the Bank of
England was severely shakenbut ingeniously withstood
thestrain; Cabinet Ministerswereindicted, disgraced, and
their estates impounded.

THE BUBBLE ACT

The outcome of the South Sea extravaganza, in so far as
it bears upon our theme, was that joint stock companies
were placed under a heavy cloud, while the profession of
stockbroking, none too kindly regarded before the boom,
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became in public opinion synonymous with knavery and
the subject of much antagonistic legislation. The Bubble
Act, as it was termed, made the formation of joint stock
companies a difficult and costly matter, and after its
passing ajoint stock company could not be formed with-
out the obtaining of a Charter from the Government.
That this legislation was beside the mark is evident when
we grant that stockbrokers played little part in beginning
the scandal, although they may have gladly shared in the
spoil. The rate of increase of non-chartered companies
was a menace, but the mere subsidence of the boom would
probably have proved sufficient check, and, after all, a
Chartered Company was at the bottom of the mischief.
However, as a consequence of the legislation, over the
next three-quarters of a century we have before us the
unstimulating spectacle of an embryonic Stock Exchange
in a legal strait jacket, while, as far as companies are
concerned, our inquiry over this period can but deal with
those unchartered companies which survived the catas-
trophe, the Chartered Companies then in existence, and
Chartered Companies formed subsequently.

1722 AND A BANK OF ENGLAND RESERVE

The Government forgave the South Sea Company the
£7 millions it had promised for the Treasury coffers and a
readjustment of the Company's capital was skilfully made;
the holder of long-term Government Debt who had re-
ceived South Sea stock suffered least; the holder of short-
term Government Debt, similarly blest, suffered most.
As aresult of this readjustment and the subscription of
new money, the capital of the South Sea Company at the
end of 1722 was £32 millions. In thisyear, the directors
of the Bank of England, moralizing over recent happenings,
began a Reserve Fund which till then had been regarded
as unnecessary, if it had been thought about at all.
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FROM GEORGE | I TO THE END OF THE NAPOLEONI C
WAR
1727 to 1739—The British Linen Company—A "run" on the Bank—
Pelham's Conversion Scheme—Government borrowing apace—
Lotter%/ loans—Mr. Mortimer's book—Sixpence at the bar—The
move from Jonathan's—The title over the door—The Bank of
Ireland formed—The East India Company's lessened powers—
Foreign investments in British Funds—The Age of Invention—1786
and a new Sinking Fund—Twenty years of war—Suspension of cash
payments by the Bank of England—Growth of foreign investments
—The activities of Baring Brothers
THE first twelve years of George Il's reign, that is, from
1727 to 1739, were years of peace, and therefore the neces-
sity of the State to borrow wassmall. This might not have
deterred the Government from adding to national obliga-
tions, save that Sir Robert Walpole was in power during
the whole of the period and prudent finance a strong prin-
ciple with him. Companies which had survived the crisis
of 1720 proceeded on even keel; the East India, Hudson's
Bay, and similar concerns benefited from the steady
expansion of England's foreign trade, the Sun Fire, Royal
Exchange, and London Assurance expanded as the advan-
tages of sensible provision against contingencies gained
wider recognition, and the growing utility of water supply
undertakings strengthened the prosperity of this class of
joint stock venture. Home industry developed, but not
markedly, the finance being provided by an individual
or by means of partnerships. In George Il's thirty-three
years as monarch, only one important joint stock company
was formed, namely, the British Linen Company, which
came into existence in 1746. Originally formed to foster
the linen industry, this Scottish association subsequently
turned to banking under the title of the British Linen
Bank.

60
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A RUN ON THE BANK

Sir Robert Walpol€e's peace policy at length succumbed

before popular clamour demanding war with Spain. The
Spanish War brought hostilities with France aso, but
these might have come otherwise, in view of the clashing
of French and British colonists and of French and British
trading companies in the New World and in India. The
Spanish and French Warsundi d the benefits of Sir Robert's
frugality, and whereasat the end of 1739 the total National
Debt amounted to £47 millions, seven years later it had
risen to £72 millions. Meanwhile, in 1742, the Bank of
England Charter was renewed and the Government used
the opportunity thus afforded to obtain a Loan of
£1,600,000 from the Bank, the Loan not to bear interest.
The granting of this Loan necessitated raising the Bank's
capital to £9,800,000. Three years afterwards the Bank
experienced a"run"; the occasion being Prince Charlie's
Jacobite rally, soon to be ruthlessly suppressed by the
Duke of Cumberland. The Bank withstood the "run"
cleverly, if notwith ease; theincident ismost noteworthy,
from the fact that London merchants met together and
pledged themselves to accept the Bank's notes and to
refrain from demanding gold. It is evident that the Bank
was now regarded by the City as a national institution
to be safeguarded by common resolution in times of
emergency.
- We may note in passing that in 1749 the contention was
advanced that it was impossible to tax the interest of
money, since the rate of interest would merely rise in
proportion to the tax. A more defensible economic doc-
trine put forward somewhat later was that merchants
"ought to be allowed to accumulate riches as fast as they
can, because they employ them for the advancement of
industry; and every deduction from their profits is a
diminution upon that so useful fund."
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PELHAM'SCONVERSION SCHEME

The rapid augmenting of the National Debt meant an
appreciable addition to the yearly amount which the
nation had to find for interest, and in 1750 Henry Pelham,
the then Chancellor of the Exchequer, essayed the task of
easing the burden. He did so by offering holders of anum-
ber of Government Loans which he had power to redeem,
either repayment in cash or new stock. The average rate
of interest on the old stocks was 4 per cent; interest on
the new was to be 3% per cent until 1757, and from that
date onwards only 3 per cent was to be paid. This first
Government Loan Conversion Scheme proved highly
successful, people readily changing their old Stocks for
new. The new 3 per cent Consolidated Stock created
was retained in British Government finance until the
rearrangement carried out by Mr. Goschen in 1888. A
year before the interest on Conversion Loan fell to 3 per
cent, England was again at war and we read of the Govern-
ment issuing a New Loan at 3% per cent, and in 1760
another at 4 per cent. Naturally the issue of these Loans
at higher rates of interest caused a decline in the price
of the 3 per cent Loan.

GOVERNMENT BORROWING APACE

Government borrowing now proceeded apace and when
thewar ended £75 millions had been added to the National
Debt, the total Funded and Unfunded Debt of Great
Britain amounting at the beginning of 1764 to over £139
millions. The composition of this Debt callsfor no special
comment, but it should perhaps be said that raising money
by State Lotteries, practised hesitantly since the days of
William of Orange, became accepted in George 11's days
as a quite legitimate method of obtaining money for
national purposes, nearly £3 millions being so derived
from 1758 to 1765, Payment by the State of lottery prizes
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does not result in an addition to the National Debt, except-
ing when the prizes or "premiums" exceed receipts from
the sale of tickets, which in England has been but rarely,
if at all. Therefore, although some eighteenth century
statisticians include in the National Debt an unspecified
allowance for a Lottery Fund we can regard the amount
as negligible. Nevertheless, as lotteries were for long a
part of government finance we cannot exclude all refer-
ence to them, more especialy as State Lottery Tickets
were bought and sold by stockbrokers, prices of some of
the tickets reaching twenty to thirty times the original
face subscription value. Whether or no gambling in State
Lottery Tickets is to be considered an advance on specu-
lating in joint stock companies is afine point; but there
was no relaxation of restrictions on the latter activity.

MR. MORTIMER'S BOOK

It would be remiss not to record that about this time,
in 1761 to be precise, the first guide to the purchase of
stocks appeared under the title of Every Man His Own
Broker. The Mr. Mortimer who wrote the book is as much
concerned with putting the public on its guard against
brokers as he iswith anything else. He warns his readers
that it is the broker's business to throw out all possible
baits to engage people to be continually changing from
one fund to another, "every movement of this kind pro-
ducing fresh commission money." It is evident from his
description that all the Government regulations for the
control of the buying and selling of stocks had singularly
little effect; for he tells us that "Every person who
enters Jonathan's to do any business there, pays 6d. at the
bar, for which he is entitled tofiring, ink, pen and paper,
and a small cup of chocolate; and if he understands the
business, is as good a Broker for that day (at least for his
own affairs) asthe best." Thisrevealsthat some investors
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and speculators were in the habit of making their sdes
and purchases without the aid of an intermediary, which
is understandable, as the vast majority of transactions
were in the Government Funds, Bank of England, East
India, and South Sea Stocks, where the documentary
procedure of transfer was well-established and straight-
forward. Mr. Mortimer has not much to say upon invest-
ing as afineart; but he does make the observation that
the value of Government Stock is dependent not alone
upon the credit of the Government but also upon the
current rate at which money can be borrowed, empha-
sizing the point to excess.

THE MOVE FROM JONATHAN'S

Whatever may have been the character of brokers
generally at the time Mr. Mortimer wrote, the enormous
increase of Government Loans was giving them increasing
importance in the affairs of the nation, and in 1764 we
find the brokers who dealt in the Funds deserting Jona-
than's that they might gather in the Rotunda of the Bank
of England, aposition of convenience aswell as of respect-
ability, since the transfer of Government Stocks and the
payment of Government dividends were made through
the Bank. In that year the Bank of England Charter was
again renewed, and again the renewal was granted for a
consideration. On this occasion the Bank gave £110,000
to the Government and lent it £1,000,000 for two years
at an interest of 3 per cent. It should be mentioned that
the Bank had since 1759 issued notes for £15 and £10, so
entering into the financial life of a wider circle; note
issues before that date were of higher denomination.
Nine years later the brokers remaining at Jonathan's
passed a resolution that the title should be discarded in
favour of the Stock Exchange, which was to be written
over the door. A committee of management was formed
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and a few rules and regulations framed for the conduct
of business.

In 1802 a new Stock Exchange was opened in Capel
Court, having been built by the aid of £20,000 in £50
shares subscribed for the purpose. '

ADAM SMITH ON JOINT STOCK COMPANIES

It must be mentioned that in 1776 was published Adam
Smith's masterpiece, The Wealth of Nations. Adam Smith
expressed the opinion that the only trades which it seemed
possible for a joint stock company to carry on success
fully without an exclusive privilege, that is to say a
monopoly, were banking, insurance, canas and water
supply companies. " First, it ought to appear with the
clearest evidence, that the undertaking is of greater and
more general utility than the greater part of the common
trades; and, secondly, that it requiresagreater capital than
can easily be collected with a private co-partnery. The
joint stock companies which are established for the public-
spirited purpose of promoting some particular manufac-
ture, over and above managing their own affairs, to the
diminution of the general stock of the society, canin other
respects scarce ever fail to do more harm than good."
Adam Smith appears to have been influenced by the num-
ber of joint stock companies which had failed during the
past 150 years, quoting a French authority who men-
tioned fifty-five joint stock companies engaged inforeign
trade which, although they had exclusive privileges,
nevertheless failed. The number of failures does not
appear formidable to us at this date, particularly having
regard to the length of the period which they covered.
The truth is that Adam Smith had insufficient data from
which to discern the limitations and the possibilities of
the application of thejoint stock principles. On the other
hand, he rightly said that if the interest of money was
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taxed, the capital might be transferred abroad, remarking
that the proprietor of stock is properly a citizen of the
world and is not necessarily attached to any particular
country. This last may not be flattering to patriotism,
but history provides plenty of examples of capital being
transferred abroad because of high taxation or from other
self-protective reasons.

THE EAST INDIA COMPANY'S LESSENED POWERS

The last twenty years of the eighteenth century yield
uslittlein company history. We havein 1781 the familiar
spectacle of the Bank of England renewing its Charter.
It again lent the Government £2,000,000 at 3 per cent,
but this time made no gift, the contention being put
forward that as Government 3 per cent Stock could be
bought in the market at £58, or £42 below its par value,
the Bank was behaving handsomely in lending to the
Government at 3 per cent. The argument is reasonable,
but we may recognize also in the terms of renewal a decline
in the power of the Goverrnment to exploit the Bank's
resources. The granting of the Loan caused the capital
of the Bank to be increased to £11,642,000. Two years
later the Bank of Ireland was formed with an initial
capital of £600,000 in 4 per cent Stock, at much the same
time as the affairs of the East India Company came to a
crisis, control of civil or military government and also of
revenue of the territories in which the Company operated
being taken from it and given to the British Cabinet. The
Company, however, still retained a monopoly of the
British trade with India and China, but in 1793 the Com-
pany's monopoly, as far as India was concerned, was
limited to certain imports and exports, independent
traders being compelled to employ the Company's ships.
Incidentally, it was in this year that the first issue of £5
Bank of England Notes was made. The limitation of the
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powers of the East India Company had among other
effects that of lessening the prestige of Chartered Com-
panies and so helped to make the way clear for the emerg-
ence of the ordinary joint stock company, which had been
held back for over seventy years by Government hindrance.

FOREIGN INVESTMENTS IN BRITISH FUNDS

It is surprising to learn, since England's relations with
other Powers were frequently strained, that foreign
investments in British Funds, somewhat before 1780,
amounted to one-seventh of the total. We must remember,
however, that the Dutch were the great financiers of those
days and that for seventy yearstheir contact with England
had been close, although it was soon to be broken by
disastrous conflict. These foreign investments in English
securities were the expression of an international tendency
in finance which over the next half century was to deepen
and widen beyond all recognition. Additionally, although
the amount of Debt represented by one-seventh is sub-
stantial, it was probably inrelatively few hands, since the
total number of holders of British Funds at this time was
round about 17,000.

THE AGE OF INVENTION

Another movement was aso gathering force and one
whichwasto have aprofound influence on the distribution
of capital and the forms of capital employment. The Age
of Invention had arrived. "The great changes in man's
command over Nature and consequent manner of life,"
saysMr. G. M. Trevelyan, "whichbeganin Englandinthe
reign of George | | |, and have since spread with varying
degrees of intensity over almost the whole inhabitable
globe, make bewildering work for the historian. Up to
the Industrial Revolution, economic and social change,
though continuous, hasthe pace of aslowly moving stream,
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but in the days of Watt and Stephenson it has acquired
the momentum of water over a mill-dam, distracting to
the eye of the spectator. Nor, for all its hurry, does it
ever reach any pool at the bottom and resume its former
leisurely advance. It is a cataract still." The early
inventions of George I1's reign affected mainly the iron
and textile industries and were financed by wealthy manu-
facturers, while widening of roads between 1760 and 1773
and in certain instances of canals was undertaken by the
Government. But it was plain that the demand for finance
caused by the Industrial Revolution was being very
inadequately met by private and State capital. Whatever
changes might have been imminent were retarded by the
War of American Independence in 1775, which before it
ended brought France, Spain, and Holland also into conflict
with Britain and added £97 millions to the National Debt.

1786 AND A NEW SINKING FUND

The rapid growth of the National Debt aroused alarm
and many schemes were put forward which, it was claimed,
would bring about automatic reduction, the eventual
selection from these schemes being the creation in 1786
of aNew Sinking Fund. According to this scheme, intro-
duced by Pitt, the Sinking Fund was to be built up partly
out of revenue surpluses and partly by the aid of a pro-
portion of the capital raised by new loans. The Fund
thus created was to be used to buy up portions of the
National Debt. The mighty benefits which were expected
from the Sinking Fund failed to accrue, partly because of
a generally fallacious notion of the power to redeem debt
by this means and more because the Government was all
the time borrowing fresh money on a scale which placed the
National Debt beyond al | hope of redemption. After many
modificationsthe Pitt Sinking Fund was abandoned in 1829,
and in its place was adopted the mild recommendation
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of a Sdect Committee to apply "a surplus revenue
perseveringly" to the reduction of the National Debt, so
leaving much to the imagination of what constituted a
surplus revenue, a liberty of which subsequent avid
Chancellors were not slow to avail themselves. What the
Pitt Sinking Fund accomplished hasbeen succinctly stated
in a Government paper. "The actual result of all these
Sinking Fund operations," says this document," was that
the total amount of £330,050,000 was raised at £5 os. 6d.
per cent per annum to pay off debt carrying interest at
4% per cent per annum. The difference between these two
rates . ... may be st down as the increased annual charge
of our Funded Debt, and areal lossto the public from this
deceptive Sinking Fund System, without taking into
account the expenses of management of the Sinking Fund,
and the increased amount of capital of debt consequent
upon the practice of borrowing on less advantageous
terms far larger sums than were required to meet the
actual public expenditure." The Report on the National
Debt issued in 1891 gives the total payments under the
Pitt Sinking Fund as £325,959,000, or somewhat under
the figure mentioned in the earlier document from which
we have quoted. '

TWENTY YEARS OF WAR: THE BANK SUSPENDS
CASH PAYMENTS

In 1793 began yet another chapter of the sickening
story of eighteenth-century wars; on this occasion the
conflict was to last a score of years. As an outcome of
these wars of the French Revolution and Napoleon,
Britain's National Debt, which stood at £247 millions at
the beginning of 1793, amounted in 1815 to £861 millions,
or about £43 per head of population. Therevenue required
to meet interest on the Debt was £29 millions and Govern-
ment administrative expenses £49" millions, making-a
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total of £78% millions to be supplied each year by the
British people. In spite of the war and in spite of the
activities of machine wreckers, the building of factories,
buying of newly-invented equipment, and the making of
canals continued steadily. The withdrawing of money for
these purposes is said to have played a part in causing
monetary stringency, but the suspension of cash payments
by the Bank of England in 1797 was directly attributable
to the war, and full resumption of cash payments did not
take place until four years after the end of the second war,
that is, in 1819.

THE INCOME TAX ARRIVES

We must not leave this period without recording the
fact that in 1799 the Income Tax was first imposed, the
rate being 2s. inthe £. Pitt estimated that the tax would
produce £7¥2millionsfor theyear; actually £6 millionswas
obtained, which cannot be considered a disappointing
result, inasmuch as the field had not been previously
explored. The Income Tax was destined to become as
much a part of the Englishman's life as bacon for his
breakfast, and eventually every dividend he received was
to be accompanied by the pleasing intimation that directly
or indirectly the Government had had first picking under
Income Tax Law. Englishmen at the beginning of the
nineteenth century were fully alive to the dire potential-
itiesof the Income Tax, and twicethey succeeded in getting
the tax repealed, the occasions being 1802 and 1816. But
subsequently the Income Tax received from the fiscal gods
the gift of what looked suspiciously like immortality, being
reimposed in 1842 and levied annually from that date.

GROWTH OF FOREIGN INVESTMENTS: THE
ACTIVITIES OF BARING BROTHERS
The fact that England was on a paper standard would
not in the ordinary course have stimulated the flow of
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investment, but the possible influence of that condition
was modified by the circumstances of the finances of other
nations being precarious. Consequently, there were al-
ready signs of that growth of foreign investment which was
to be so marked a feature from 1822 onwards. Indeed, the
very result of the Napoleonic War provided a great impe-
tus to the international distribution of debt. France
agreed to pay an indemnity of 700 million francs, and she
was helped to do so by the flotation of Loans, several of
which were undertaken by the London firm of Baring
Brothers, whose management was in the hands of Sir
Alexander Baring, a Director of the Bank of England and
aso a Member of Parliament. The greater part of these
L oans were taken by British subscribers, but subscriptions
were also forthcoming from capitalists in Austria, Ger-
many, Russia, andin France herself. Thefamiliarity with
foreign investments induced by these Reparations Loans
led to British purchases of Loans subsequently floated in
France by the French Government. Then, too, in 1818
Rothschilds issued in London a Loan for £5 millions on
behalf of Prussia. It was the same firm which six years
later heralded the revival of joint stock companies by
floating the Alliance Insurance Company.
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FROM | 820 TO THE BANK ACT CF 1844

FROM 1820 onwards—Stocks and shares—The altered attitude of the
State—Banking changes—The 1844 Act—South American borrowers
—Financing liberty—What was lost—Canal dividends—1834-1836
—Railway companies—The United States as borrower—Securities
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Now that we have arrived at the lively days of stolid
George 1V, astrictly chronological record with no leapings
forward or backward will hardly serve to illumine our
way. We have come to aperiod of history where industry,
banking, and finance generally develop at brisk although
uneven pace, where the influences bearing upon invest-
ment are diverse and fluid and yet have within them
elements of permanence. Therefore, we must take broader
views than hitherto demanded of us, and, so far as is prac-
ticable, look upon incidents more as evidence of a phase,
actual or foreshadowed, than of slight changes from one
year to another.

The span of approximately a quarter of a century from
1820 onwards is the span of our present chapter. It is a
period when English textile, coal and iron industries grew
rapidly, when the rising industrialists, absorbed in the use
of new powers, were far from solicitous of the welfare of
those who tended their machines. Agitation on the part of
the working classes was widespread. Nevertheless, pro-
gress was distinctly in the air; railways were built and
the first Transatlantic steamship voyages made. Penny
Postage was introduced throughout Britain. Tariffs had
been reduced or eliminated; complete Free Trade had yet
to come, largely because the needs of British agriculture
were thought to demand a tax on imported corn. An
alternative to tariffs as a means of raising revenue was

72



FROM 1820 TOTHE BANK ACT OF 1844 73

a restoration of the Income Tax. Sir Robert Peel when
allowing in his 1842 Budget for an Income Tax of seven-
pence in the £ was animated by a belief that the reduction
of duties on raw materials and semi-manufactured articles,
which the re-imposition of Income Tax helped to make
possible, would prove beneficial to British industry. The
populationinthesetwenty-fiveyearsgrew from 12 millions
to just under 16 millions; the real value of the annual
exports of British produce and manufactures increased
from £362millionsto £51%2millions; the annual charge on
the National Debt declined by rather less than £2 millions
a year.

STOCKSAND SHARES

The background depicted, we had better next ask our-
selves whether or no it is necessary to add to our know-
ledge of terminologies employed, or, at any rate, to per-
ceive more subtle distinctions in the meanings of certain
words. Only one change in this direction need be borne
in mind at the outset; which is, that we should recognize
at this stage of our inquiries a line of division between
stocks and shares. The word stock had definitely cometo
be associated with issues bearing a fixed rate of interest,
especialy those on behalf of Governments and where the
denomination was £100 nominal or clearly recognizable
as related to that base. Use of the word stock was to be
furthered with the formation of railway companies, the
designation figuring much in the capital arrangements of
those concerns. It must be said that stock in the modern
sene need not necessarily be of fixed interest character,
and it can be of aslow adenomination as£1. But all that
we are immediately concerned with are the general con-
ceptions of stock and share in 1820, and thereabouts.
Something of plainness having been acquired on this point,
the main thread of our narrative may be resumed.
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THE STATE CHANGES ITS ATTITUDE TO COMPANIES

An outstanding feature of our journey to the present has
been the tendency of the State to rely upon companies for
financial aid from time to time; but we have aso noticed
a modifying of this tendency, until at length the Bank of
England alone has been called upon to smooth a little the
rough path of Chancellors of the Exchequer, The admis-
sion of the State's financial domain as a separate entity,
not to be dependent upon private institutions for gifts,
exactions, or forced loans, is clear cut at our starting post of
1820. Not only so; we find the State abandoning its
century-old attitude of impeding the formation of any
type of company which could be independent of a close
relationship with the State itself: and, more noteworthy
still, loosing the ties of those Chartered Companies in whose
affiliation it had previously taken jealous pride, and
depriving in 1834 the East India Company of its last
monopoly, namely, of trade with China. The year 1825
witnessed the removal of many statutory hindrances to
joint stock association, but members remained personally
liable for the whole or for any part of the debts of the
corporation in which they had an interest. This stipula-
tion was to be enforced for another thirty years. In 1844,
however, the facilitating of joint stock enterprise was
carried further by making less onerous the legal require-
ments of company formation.

BANKING CHANGES

Simultaneous with the separation of the State from
joint stock enterprise was the introduction of banking
changes, most of which can be regarded as reforms, al-
though in one direction the new policy had results mani-
festly undesirable. By this time the goldsmith-bankers
were no more; their dual identity had disappeared and
they had become simply bankers, speciaizing in lending
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money on commercial securities. The Bank of England,
we may recall, was protected from the competition of note
issuing joint stock banks by alaw which declared that no
banking concern with more than six partners could issue
bank notes in England, and, as banking was commonly
but erroneously considered an unattractive pursuit with-
out this right, no development of joint stock banking
occurred. Thus, the way was left open to all sorts and
conditions of people to term themselves banks and issue
notes, while the right was denied to combinations with
far greater resources at their disposal. Consequently,
in the provinces many tradesmen issued notes which were
accepted as long as the good names of the tradesmen were
unquestioned and as long aso as no national crisis awak-
ened widespread uneasiness. In 1823 the Bank of England
increased its note issue; this was followed by an increase
in the notes of country bankers. A sharp rise in com-
modity prices ensued, which may not have been wholly
regrettable; but upon this rise, conditions of financial
strain supervened and failures of small country bankers
were numerous. Exposure of the weakness of the existing
banking system led to the passing of an Act in 1826,
whereby joint stock companies were permitted to carry on
the business of banking with power to issue notes, but it
was stipulated that joint stock banks were not to operate
within 65 miles of London, a provision intended to pre-
serve the monopoly of the Bank of England. Seven years
passed, and the prohibition of joint stock banking in
London was removed; the London and Westminster
Bank cameinto existence in 1834, to be followed two years
later by the London Joint Stock Bank. By the end of
1836 there were ninety-one English joint stock banks, of
which seventy-nineissued notes, the total note circulation
of these seventy-nine then amounting to £4% millions.
The conceding to joint stock concerns of the right to carry
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on banking anywhere in England was of great value to
industry and commerce, but the weakness of allowing
unlimited note issues by private banks had been left
untouched, while the granting of similar power to joint
stock banks accentuated the lack of coherence in the
nation's currency policy. Thegravity of the omission was
demonstrated unmistakably over the next few years,
and in 1844 it was enacted that no private or joint stock
bank to be formed after that date should have the right of
note issue, and the powers of note issue retained by the
172 joint stock banks and 227 private banks then in exist-
ence were curtailed.

SOUTH AMERICAN BORROWERS

Improvement and extension of a banking system are
great aids to the movement of capital. Enthusiasm for
the cause of liberty is said aso to have played a part in
directing the trend of investment during the opening of
George | V'sreign. South Americahad shaken off the yoke
of Spain, and, naturally, the new-born Republics came to
Spain's old enemy in order to finance their aspirations.
They did not come in vain, although they paid rather
highly in commissions so that there might be no doubt of
the cordiality of their reception. However, as, with the
exception of Brazil, all of the South American States were
soon to default, that intermediary expenses were high is
a relatively unimportant matter. The British investor
had early warnings of the peril he ran in parting with his
cash to countries of fledgling constitution and primitive
economic organization; for in 1820 Colombia, one of the
earliest of South American borrowers in England, fell
behind with interest payments very shortly after she had
contracted a loan. But so credulous were the times that
two years later Colombiafloated another loan in London;
we must gratefully acknowledge the atoning factor that
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Colombian securities with interest arrears were accepted
as subscriptions to the new and larger loan. Greece was
another portion of the globe where the struggle for liberty
required to be financed, and on her behalf 5 per cent Stock
was issued in London. The issue price of each £100 nom-
inal of thislast stock was 56%, so that Greece was really
being called upon to pay nearly 9 per cent interest. All
of the loans issued at this time for the benefit of foreign
governments were issued at discounts. It can scarcely
be supposed that this procedure concealed from borrowers
the rates of interest which were actually being charged;
the apparent cheapness of stock sold at discounts attracted
the inexperienced British public, and this may have been
the sole design. Naples commanded the highest credit in
those days; her 5 per cent stock was issued at 91% while
Mexico was ranked in advance of Denmark. It may be
remarked that the connection of Barings with Argentine
and of Rothschilds with Brazil dates from this period.
Enthusiasm for the cause of liberty may also have directed
the flow of British money into South American mining
ventures, but, on the other hand, so may adso the reports
of fabulous richness of ore deposits. The shares of the
Anglo-Mexican and the United Mexican swiftly rose to
over fifteen times the amount paid upon them by original
shareholders, and those of the Real del Monte to eighteen
times. It is evident that here were seeds of disaster;
especially as in 1824 and 1825 prospectuses appeared
inviting subscriptions to a miscellany of other enterprises,
many of an extremely speculative kind.

WHAT WAS LOST

The losses suffered by Britishinvestors in the eighteen-
twenties through the almost complete collapse of South
America and the failure of Governments and companies
generally have been placed by some investigators at very
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high figures, £150 millions and more being mentioned. It
is probable that the losses were substantially less than
£150 millions. The Times at the end of 1824 gave Britain's
total foreign investments as just under £48 millions, not
all of which were impaired by subsequent events. If we
accept another current estimate that £174 millions had
been invested in home and Colonial enterprises, it would
be sweeping to alege that two-thirds or so of thistotal of
£222 millionswere irretrievably lost. It was at thistime
that were formed such long-lived concerns as the Austra-
lian Agricultural Company, the Canada Company, the
Imperial Continental Gas Association, the Catherine
Dock Company, the West India Dock Company, the
General Steam Navigation, and the Thames Tunnel. The
Stockton and Darlington Railway was opened in 1825 and
numerous other railways were at an early stage of plan-
ning. We have aso the fact that many canals which had
been privately financed from 1790 onwardsand had | atterly
passed into the control of joint stock companies were
earning substantial profits. According to awriter in an
1825 issue of the Quarterly Review, eighty canals with a
total capital of £13,205,000 returned an average of 5%
per cent dividends. Thetotal number of joint stock com-
panies in existence was 276, of which 48 were railway
companies.

1834-1836: HEAVY CAPITAL SUBSCRIPTIONS

Although the disasters to British investors in the years
between 1820 and 1830 in all probability were not as great
as is often said, there can be no doubt they were of con-
siderable magnitude. Thisbeing so, it is an indication of
the rising strength of the impulse to invest that from 1830
onwards employment of money in stocks and shares
developed at aremarkable rate. In the three years from
1834-1836 inclusive the nominal capital of new joint stock
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companies amounted to over £105 millions, of which the
greater amount was for railway companies, this being the
time of the formation of the London and Brighton, South
Eastern, South Western, and other important railway
concerns. The United States took the place of South
Americaas awelcome foreign borrower, the various States
making the principal demands upon the British investor.
Money was also supplied for American canal and bank
companies. Unfortunately, the economic organization of
these States was elementary, and with some of the States
ideas of financial honesty were crude. Repudiations of
obligations were soon forthcoming and, as at much the
sametime, serious banking failures occurred in the United
States, once more a substantial amount of British savings
disappeared into thin air.

SECURITIES IN 1843

The amount of British investmentsin the United States
round about 1840 has been estimated at figures varying
from £22 millions to £40 millions. All that we can do isto
take afiguremidway. Few statistical compilationswith
regard to investments can at this stage of our investigation
be regarded as exact; as an illustration of the broad
stream of tendencies they serve a useful purpose, even
although we view them with a certain reserve. Thisis
true of the table on page 80 of the nominal value of securi-
ties quoted upon the Stock Exchange in 1843.

SOME REFLECTIONS ON THE FIGURES

There is no apparent cause to question the figures of the
British and Irish Funded Debt or of the Loans to Foreign
Governments, including the United States, but the total
figure for joint stock companies presents difficulties. We
have learnt it was estimatedin 1824, that is, nearly twenty
years previously, that £174 millions had been invested in
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Home and Colonial enterprises; a total of £224 millions
for 1843 alows for an addition of less than £3 millions per
annum in the interim. Admittedly, it hasto be borne in
mind that a number of companies which were alive at the
first date had ceased to exist by the second, and so make
no contribution to the capital account of 1843. On the
whole, however, the figure of £224 millions looks below

£
British and Irish Funded Debt
Loans to Foreign Governments (|nclud|ng the 773,000, 000
United States) . . 121, 500, 000
Total Government Stocks . . £894, 500, 000
70 Railway Companies . . . . 57,448,000
Banking and Interest Compameﬁ . . . 46,450, 000
59 Canal Companies . . . . . 17,862,000
8 Dock Companies . . . . . 12,177,000
Turnpike Trusts . . . . . . 8, 775, 000
East India Company . . . . . 6, 000, 000
South Sea Company . . . . 3, 663, 000
24 Foreign Mining Compam& . . . 6, 465, 000
81 British Mining Companies . . . 4,500, 000
107 Assurance Companies . . . 26,000, 000
27 Gas, Light and Coke Companles . . 4,327,000
11 Water Companies . . . . 2,536, 000
5 Bridge Companies . . . . . 2,124, 000
4 Literary Institutions . . . . 1, 003, 000
196 Shipping, Land, Asphalt Loan, etc.
Companies . . . 25,000, 000

£224, 330, 000

the mark, at least as far as investments in railway com-
panies are concerned. The table is specially useful asindi-
cating the variety of investments at this date compared
with those at the beginning of the century, although
investments are still only in the childhood of diversity, for
it will be noticed that the amount invested in joint stock
home industrial enterprises is small, much the greater
amount of capital subscribed being for the development
of railways, canals, docks, roads, banking, and assurance.
That capital flowed mainly in these directions was sound;
for the provision of adequate transport and finance is
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an essential preliminary to industrial development
which is to be lasting. The favourite investment at
this time was railway stock; two years later the stocks of
railway companies were caught up in awild bout of specu-
lation, wherein little distinction was made between com-
panies working or which hoped to work, between com-
panies formed to operate in Great Britain and those which
were to contend with great engineering difficulties beyond
the seas. British railway contractors, by reason of the
fame of Thomas Brassey, had already acquired a universal
reputation, and orders had been received from France for
nearly 400 miles of railway construction. The material
required for railway construction work at home and abroad
gave an immense impetus to British industry.

BROKER AND JOBBER

The larger number of securities dealt in naturally
caused an increase of Stock Exchange membership. How
long it had been so does not emerge from the sources of
information available, but by 1844 the broker and jobber
were no longer one and the same person. Their separate
functions were clearly recognized. The broker was the
person who bought or sold securities for the public, doing
so through the jobber. The jobber bought from or sold
to the broker; his remuneration was caled a "turn,"”
being the difference between the price at which he would
buy and the price at which he would sell a security. In
other words, the jobber was the middleman between
broker and broker, making the market.

THE BANK RATE

We must observe before taking our way over another
quarter of a century that with the passing of the Bank Act
of 1844 the minimum rate of interest charged by the Bank
of England for discounting first-class Bills became the
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touchstone of monetary rates, and that from this time
relating the value of fixed interest securities to the preva-
lent Bank Rate, as it was henceforth to be called, passed
into a habit of investment practice. Before thistime the
Bank Rate, then usually known as the Discount Rate,
had performed the same function, but, as Bank Rate,
after the banking reforms of 1844 it acquired additional
authority and was more widely taken into reckoning.
Indeed, the limitations of Discount Rate practice, as pre-
viously conceived, can be seen from the fact that between
1704 and 1837 the range of variation was only from 4
per cent to 5 per cent and from 5 per cent to 4 per cent.

The average Bank Rate for 1844 was £2 10s Per cent
and for 1845 it was £2 13s. 8d. per cent, the highest price
of 3 per cent Consols in the two years being just over 100
and the lowest rather more than 70. |t will be seenthat the
broad tendency was for Consols to yield on their market
price i per cent more than the figure of the Bank Rate.
In 1820, where we began this chapter, the highest price
of Consolswas 712 and the lowest 655/8. But meantimethe
Funded Debt had been reduced by approximately £100
millions. Measured by the price of National Stock, Govern-
ment credit stood higher than it had for more than a cen-

tury; measured by all tests it stood higher than ever
before.
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OUR last chapter carried us through the brief reign of

George 1V and the briefer one of William |1V, bringing us

to the year immediately following the Bank Act, that is,

to a point eight years after the accesson of Queen Vic-
toria. Whereas for well over a century before the passing
of the Act, Bank Rate, or rather the then-named Discount

Rate, had moved within narrow limits, such was not to

be the case in future; for in the quarter of a century from

the end of 1845 the Rate was to be as low as 2 per cent
and as high as 10 per cent. The wide variation reflects
the influence of the changed conceptions of the part which
the Bank of England should play in regulating the fmaiv-
cial mechanism of the City; it also indicates the response
of the Bank to the requirements of financial laws but
recently perceived. It had been commonly held until a
few years before the passing of the Act that the rate of
interest to be charged for the discounting of Bills, or for
any other kind of accommodation, was something inde-
pendently decreed by the mere exercise of the Bank's
authority. The Bank was not regarded as the medium
for the expression of guidance as to the rate of interest
appropriate to be charged from time to time when all

circumstances are taken into account. So it came to be a

general opinion that the rate of interest for any kind of

loan need in reality never be changed, an opinion which
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gained in plausibility from the prevalence of an even
Discount Rate over a very lengthy period. Indeed, at
this date far removed from medieval times, the idea that
arate of interest could be fixed and maintained without
reference to the supply of money and credit available
still had a semblance of official approval in the shape of
certain surviving usury laws which were unobserved.
These laws stated what should be the rate of interest,
but, plainly, when the Bank Rate unblushingly stood
above the maximum rate of interest proclaimed by the
survivingrelics of outworn legislation, it wastime for the
latter to make an undignified exit. This happened in 1852;
thereafter, we hear no more of arate of interest fixed, as
it were, for Eternity.

MR GOULBURN S CONVERSI ON SCHEME

From 1844 the Bank Rate was used for well-defined
purposes, if not alwayswith complete success, yet with no
challenging failure. The Rate was raised with the object
of attracting funds to London from abroad, and aso of
discouraging speculation by making borrowing dearer;
it was lowered in times of bad trade in order to make
borrowing cheap and so to reduce the loan costs of enter-
prise. Thedesirability of raising or lowering the Rate was
determined over the next seventy years by the inter-
related factors of the state of the foreign exchanges and
the extent of the Bank's stock of gold. It should beinter-
polated that in 1844 Mr. Goulburn, the then Chancellor of
the Exchequer, launched a scheme for the conversion of
part of the National Debt to alower rate of interest. At
that time 3 per cent Consols were standing at slightly
over 98, and it was therefore decided to endeavour to effect
the conversion of about £250 millions of 3%z per cent stock
by exchanging the existing stock for stock at par to bear
a guaranteed rate of interest of 3¥aper cent for ten years
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and thereafter 3 per cent guaranteed for twenty years.
The guarantee of a rate of interest of not less than 3 per
cent for thirty years appears to have been greatly appre-
ciated, and the Conversion was an almost complete success,
holders of only about £100,000 of stock declining to accept
the conversion offer.

BANK RATE AND SPECULATION—AN EARLY TEST

An opportunity to test the Bank Rate as a means of
checking speculation soon came. In 1847 City bankers
complained that they were subjected to an almost unen-
durable strain by reason of heavy demands made upon
them for funds which were not being withdrawn for
employment in healthy business, but for gambling in
stocks and shares and in commodities. The situation was
met by announcing that the Bank of England would, if it
should seem expedient, increase its Note Issue beyond the
limits prescribed in the Charter of three yearsbefore. Sim-
ultaneously with thisintimation the Bank Rate wasraised
to 8 per cent, thus making onerous the fresh borrowing
of money, because the Bank of England Rate now gov-
erned the terms of banking accommodation anywhere in
the British Isles. Eventually, the joint stock and the pri-
vate banks standardized their loan terms by charging
1 per cent above the existing Bank Rate, with a minimum
of 5 per cent, excepting to a few specially favoured bor-
rowers. It was not found necessary to increase the Note
Issue, and the sharp rise in Bank Rate induced a sober
state of the public mind and caused the crisis to subside.

Bank Rate was maintained at 8 per cent for a month
only, and by January, 1848, it had been gradually reduced
to 4 per cent. A high Bank Rate had at this time the
advantage of novelty; possibly to this fact should be
attributed some of its speedy efficacy. It was a time,
however, when the surging industrialism of Great Britain
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powerfully contributed to recovery from financial crises,
as can be understood when it is known that the exports
of home produce and manufactures increased from £66
millions in 1845 to £244 millionsin 1870. But whatever
the peculiar advantages Bank Rate may have enjoyed
during theearly daysof its use as arestrictive or expansive
arbiter, there is no doubt of its enduring influence in one
degree or another upon the course of finance and trade.
Our concern is primarily with the effect of Bank Rate
upon prices of stocks and shares. This is a matter that,
in its more fundamental aspects, would be better dealt
with later, when we shall have become acquainted with
developmentswhich, if we were to anticipate them, would
destroy the proportion of our inquiry. But we may now
say, at the risk of over-simplification, that one effect of
theraising of Bank Rateistobring about afall in the price
of fixed interest stocks and shares, and one effect of the
lowering of Bank Rate isto provoke arise.

MR. GLADSTONE'S FAILURE

An increase in Bank Rate implies that borrowers,
whether states or companies, will have to offer higher
rates of interest if their wants are to be satisfied; accord-
ingly, the prices of already existing securities fall, so that
the yields returnable upon them approximate to those
which can be obtained on fresh offerings. The fall is initi-
ated by selling old stock for the purpose of transference,
although the amount of new stock which can be bought
for replacement purposes is equal to only a small portion
of the stock previously created. A reduction of Bank Rate
enables borrowers to satisfy their requirements at lower
rates of interest; therefore, the Stock Exchange prices
of securities issued in periods of a higher Bank Rate and
carrying more interest appreciate so that the yield to be
obtained upon the old securities differsbut little, if at all,
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from the yield offered by new securities of equal standing.
Stimulated by Mr. Goulburn's success of nine years before,
Mr. Gladstone in 1853 attempted to convert another
portion of the National Debt into securitieswhichwereto
bear a lower rate of interest. He proposed to the holders
of the South Sea Annuities, including the capital stock of
that company, on which the Government was paying 3
per cent, and to holders of some 3 per cent stocks dating
from 1726 and 1751, that they should accept in exchange
for each £100 certain other stocks. The scheme failed
entirely, possibly owing to the complicated nature of the
proposals. It may be noted that holders of South Sea
Company securities absolutely refused the offer and were
paid off at par, and from that time the title of a one-time
famous joint stock concern no longer appeared in the
yearly record of the National Debt.

HEAVY DEMANDS FOR CAPITAL

A very heavy demand upon the capital resources of the
country was made by the railway companies at about
thistime; the stock and loans of British railway concerns
amounted to £88 millions in 1845 and to £240 millionsin
1850, increasing to £530 millions in 1870. Some portion
of this increase represents money obtained from banks
and not direct from the public, but the amount obtained
through new issues of stock represents by far the greater
portion of theincrease. Occasionally, extensive difficulties
were caused by the necessity of making payments for the
railway stock subscribed, but the difficulties were not as
formidable as the figures of the large amount of stock
issued might by themselves suggest. The explanation is
that the savings of the British people available for invest-
ment were mounting rapidly each year as an outcome of
Britain's pre-eminence as a manufacturing nation.

Indeed, within the period from 1845 to 1870 a much
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larger amount of British capital was sent abroad than
was absorbed by home railway companies. We cannot
tell exactly what was the total of British capital which
by the end of 1845 had been publicly subscribed for use
abroad, but it was probably rather less than £200 millions.
There is fairly definite evidence that twenty-five years
later the sum was approximately £1,000 millions. Thus,
the average amount of British capital subscribed yearly
for home railways and for overseas investment from 1845
to 1870 was £48 millions. If we were to include that sub-
scribed for miscellaneous home companies the annual
average would be substantially higher; for between 1856
and 1870 it isrecorded that over seven thousand new com-
panieswere formed with anominal aggregate capital in the
region of £1,000 millions, of which lessthan one-fifth wasfor
home railways and only one-sixth for foreign enterprises.
Not all of the £640 millions remaining can be regarded as
new capital actually subscribed for home enterprises; for
some of the enterprises failed without placing all of the
capital which they had taken powersto issue, and some of
the companies were merely conversions into public con-
cerns of existing partnerships or private companies, no
additional capital being provided. But when allowance has
been made for these factors it remains that British invest-
ments in the securities of Governments and public com-
panies must have been at the rate of between £75 and £80
millions per annum during the fifteen years to 1870.

Within this period the strands of international finance
were added to and strengthened by improvements in
communicative ability. The cable between England and
France, completed at the end of 1851, madeit possiblefor
the opening and closing prices on the Paris Bourse to be
known in London during the business hours of the Stock
Exchange, and soon all the important stock markets of
the Old World were to be similarly linked together.
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"ROARING" PROSPERITY: THE OVEREND,
GURNEY CRISIS

The quarter of acentury which we are now reviewing has
been described as a period of "roaring" prosperity; cer-
tainly, with one exception, and the years of the Crimean
War from 1854 to 1856, the few crises were largely mani-
festations of financial exuberance. The temporary effect
of the Indian Mutiny was pronounced but not severe, the
range of the price of Consolsin 1857 being from 971to 871/8.

The one exception referred to in the paragraph preced-
ing occurred in May, 1866, when by the failure of the bank-
ing firm of Overend, Gurney & Co., Ltd., the City was
subjected to the greatest financial strain it had so far
experienced in time of peace, and to meet which the Bank
of England advanced £45 millions in three months. In
April the Joint Stock Discount Company had suspended
payment, as had aso Barneds Bank of Liverpool, the
latter with liabilities of £3%millions. But the liabilities of
Overend, Gurney were for over £10 millions, and numerous
firms with which Overend, Gurney were connected had to
closetheir doors. Continental aswell as Britishfirmswere
involved, and it was the first instance in the nineteenth
century of abusiness failure in one country having serious
international reactions. We have seen that long ago
Europe had been shaken by the fall of afamous Florentine
banking house. Panic seized the City of London, and in
the words of a spectator who walked through the City
at that time "every banking house was surrounded by
dense and struggling masses."

The collapse of Overend, Gurney was not entirely with-
out warning; for the year 1866 had hardly begun before
heavy withdrawals by depositors took place and the
shares of the company fell sharply. Curiously, the liquida-
tion of Overend, Gurney followed in less than ayear after
the turning of the concern from a private into a public
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company, the public having subscribed £1,250,000 of the
capital, while £250,000 of shares were allotted to the
former partners. The shares were £50 each, of which £15
was paid on application, the remainder being a deferred
liability. Asaresult of the failure the shareholders were
called upon to pay another £25, making £40 in all. The
liquidation of the affairs of Overend, Gurney took no less
than twenty-five years to accomplish, during which the
ordinary creditors were paid their claims in full andthe
shareholders were refunded £7 18s. 2d. of the £40 per share
they had subscribed. The liquidators received nearly
£72,000 for their work, and the legal costs were £52,000.
So was the ancient saying confuted that out of nothing
nothing comes, the reproach of the scandal of the law's
delaysjustified, and astriking example provided of liqui-
dation as a whole-time job. Mr. Lancelot Holland, the
Governor of the Bank of England, expressed the opinion
some months after the crisisthat "the downfall of Overend,
Gurney must be traced to the policy the directors adopted
of paying interest on deposits at call while they were
themselves tempted to invest the money so received, in
speculationsin Ireland orin America, or'at the bottom of
the sea where it was not available when a moment of
pressure arrived."

THE LEEMAN ACT

One of the by-products of the 1866 crisis was a large
amount of speculation for thefall. Speculators had some-
thing substantial on which to base their hopes, but addi-
tionally many unfounded rumours questioning the sta-
bility of banking houses were spread by unscrupulous
operators. As aresult of these practices a short Act was
introduced in 1867, later generally known as the Leeman
Act, having for its purpose the amendment of the law in
respect of the sale and purchase of shares in joint stock
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banking companies. The Act contained a number of
provisions to remove the possibility of "bear" sdes of
banking shares, and stipul ated that any sale should be nul|
and void unless the numbers of the shares were set out at
the time of the making of the contract, or if the sharesdid
not carry numbers, the name of the person registered
as a proprietor who was seeking to dispose of his holding.
The Act remains in force, but as a reserve power, and up
to 1933 hasnever been applied in Great Britain, whereit is
to be hoped the sense of civic responsibility has become so
great asto render the Act a dead letter. It may be noted,
however, that often in times of actual banking nervousness
public reference has been made to the provisions of the
Leeman Act, and that in the great Australian banking
crisis towards the end of the nineteenth century the
Victorian Parliament passed similar legislation.

EXPANSION OF GOLD OUTPUT

Early inthe period with which we are now dealing there
was added to the urge and promise of industrial invention
the stimulus of gold discoveriesin Californiaand Australia.
The world's gold output during 1851 was two-and-a-half
times the average of the preceding ten years; in 1852 it was
four timesthat average, from which future recessions were
slight, and at length a further great expansion occurred
in the 'nineties as a result of the exploitation of the South
African Rand. It was not the case that in the middle of
the nineteenth century the relation between the nation's
gold stocks and expansion or contraction of the volume of
credit was as close as it was to be in later years; never-
theless, credit facilities did expand under the influence of
the great addition to the permanent wealth of the world,
while the amount of gold currency in circulation within
the United Kingdom increased from £1 13s. per head of
population in 1844 to £2 12s. per head in 1868.
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THE PRINCIPLE OF LIMITED LIABILITY: THE
CITY OF GLASGOW BANK

The increased output of gold must therefore be regarded
as having played an important part in widening the
stream of investment; but the chief influence was the
modification of the laws respecting the formation of joint
stock companies. The most important of these modifica-
tions was recognition by the Government in 1855 of the
principleof limitedliability. A person subscribing for the
sharesof alimitedliability company wasliableintheevent
of that company's failure for any amounts unpaid on the
shares he owned; but his personal estate was to be immune.
Whilst the principle of limited liability had been recognized
in the caxe of the chartered companies it had not been
done so hitherto with regard to ordinary joint stock com-
panies, whose shareholders were therefore in danger of ruin
were the companies to fail with heavy liabilities. The
Act was not passed without opposition; indeed, the Com-
mittee appointed by the Government to report on the
matter had a majority against the innovation, the main
objection being that it would weaken the sense of personal
responsibility in the conduct of business. It may be
remarked that the advocates of change included in their
arguments the contention that industry was being handi-
capped by lack of capital through people being unwilling
to face the possibility of being called upon to make good
out of their private estates deficiencies of companies in
which they were shareholders. A majority of the Com-
mittee declared that capital was in abundant supply. The
principle made legal, most of the old joint stock companies
hastened to become of limited liability and practically all
new companies came into this category. Banking com-
panies were an exception. It was thought that change to
limited liability would undermine the prestige of banks,
and so until 1878 shareholdersin most of the banks, other
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than the chartered, remained as partners with unlimited
financial responsibility should the emergency arise. In
1878 the City of Glasgow Bank failed, and so heavy were
its debts that the majority of the bank's shareholders
were beggared when called upon to sacrifice everythingin
accordance with the non-limited constitution of the com-
pany. An idea of the terrible hardships caused by this
failure will be gathered from the fact that in six months
the unfortunate shareholders of the bank were called
upon to pay £2,750 for every £100 of shares held, in order
that funds might be provided to meet the liabilities of
the bank. The shareholders included many highly re-
spectable professional men of moderate means, and two
hundred spinsters held an average of slightly over £240
of shares and, therefore, were each called upon to find
£6,610.

It was realized in face of the distress so created that,
whilst unlimited liability banking companies might gratify
some depositors, apart altogether from the unfair results
to shareholders the need of change was imperative; for
the status of banks was not really raised by retaining this
kind of association. A result of the City of Glasgow Bank
collapse was that investors declined to accept the risks
attaching to bank shares, which consequently became
nearly unsaleable. Bank directors accepted the moral, and
soon all joint stock banking concerns became of limited
liability. There was, however, an arrangement for a so-
called reserve liability, which eventually took the form
of bank shares not being subscribed to the full denomina-
tional extent, the uncalled amount being demanded only
in caxe of extreme necessity. But the buyer of a bank
share had the advantage of knowing what would be the
full extent of his liability, if the worst happened. This
he did not know under the old state of affairs, unless he
assumed that hewouldlosehisall, which, aswe havelearnt
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from the instance of the City of Glasgow Bank, did not
enter into his calculations.

EMERGENCE OF THE FINANCE COMPANY

The principal structural change in company formation
from 1845 to 1870 was therefore of universal character,
but we have to note also the emergence of a new type of
company, namely, the finance company. In 1852, there
was formed in France the "Societe de Credit Mobilier,"
based on earlier Continental models but more ambitious
than any of them. The objects of the Society included the
subscription and acquiring by other means of stocks and
shares in industrial enterprises. It was to do this chiefly
through subsidiary companies formed for shareholding
purposes. |t was provided that the Society could issue its
own obligations to the extent of at least the amount
invested by the subsidiary companies formed for the
acquisition of stocks or shares. The Society was to act
as a banker for these enterprises, and aso generaly to
undertake loans on securities, be the medium for the
payment of interest and dividend, receive deposits, and
open credits. The Society was at first very successful, and
it wasnot long beforeit had itsimitatorsin England. The
activities of the Society were clearly of a very diverse
character, but within them can be seen three main con-
stituents—the issuing house, the holding and managing
company, and the investment trust company, three types
of concernswhichwere to play important partsin thejoint
stock history of the future. The English imitators of the
Society seem to have concerned themselves chiefly with
the financing of enterprises which were to be developed
up to acertain stage and then floated as public companies.
Whatever may have been the merits of this form of
financing, the result was that companies were floated at
excessive capitalizations on the strength of preliminary
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work done by the aid of money so supplied, and the
finance undertakings were reimbursed over-handsomely
at the public expense.

BALANCE SHEETS—THE 1862 RECOMMENDATION

Balance Sheets at the time of which we arewriting were
usually unilluminating documents; the process of causing
them to be otherwise wasto be slow, and for long the State
was not fully alive to the seriousness of the subject. The
Government's attitude on this matter, until later in the
century, was that the companies should mention in their
Articles of Association, the kind of accountswhich would
be published; but there was no legal compulsion to do so.
But although the Companies Act of 1862 left the direc-
tors of companies, as far as accounts were concerned, with
much the same powers of concealment as before, the Act
did contain a specimen Balance Sheet, the form of which
was recommended as suitable for use where no provision
had been specially made in the Articles of Association.
Theinclusion of aspecimen Balance Sheet in the 1862 Act,
accomplished little immediately, but it provided atouch-
stone for the criticism of the inadequacy of Balance Shests,
and so played a part in the eventual bringing about of
reforms. The specimen Balance Sheet is reproduced on
page 96. Possibly, the suggestions err on the side of recom-
mending too much detail; from the investor's point of
view the general scheme isto be praised. It may be speci-
ally noted that any debt due from a director or other
officer of a company was to be separately stated: the
desirability of such an inclusion was subsequently proved
to the utmost by numerous unpleasant incidents. Few
Balance Sheets of even fifty years later contained as much
information as advocated by the Companies Act of 1862.
Directors of companies sought refuge in the claim that a
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JOINT STOCK COMPANIES ACT OF 1862

FORM OF BALANCE

£

Dr.

I. CAPITAL SHOWING—
The number of shares.
The amount paid per

share.

If any arrears of calls,
the nature of the ar-
rears, and the names
of the defaulters.

Particulars of any shares
forfeited

Il. DEBTSANDLIABILITIES
SHOWING—

The amount of loans on
mortgbges or deben-
ture bonds.

THE AMOUNT OF DEBTS
OWING BY THE COM-
PANY, DISTINGUISHING—

Debts for which accept-
ances have been given.

Debts to tradesmen for
supplies of stock-in-
trade or other articles.

Debts for law expenses.

Debts for interest on
debentures or other
loans.

Unclaimed dividends.

Debts not enumerated
above.

RESERVE FUND SHOWING—
The amount set aside
from profits to meet
contingencies.
PROFIT AND LOSS SHOWING—
The disposable balance
for cFayment of divi-
den
CONTINGENT
SHOWING—
Claims against the Com-
pangl not acknowledged
ebt

LIABILITIES

Moneys for which the
Company is contin-

gently liable.

SHEET SUGGESTED
Cr.

£
SHOWING IMMOVABLE PRO-
PERTY DISTINGUISHING—

Freehold land.

Freehold buildings.

L easehold.

MOVABLE PROPERTY DIS-
TINGUISHING—

Stock-in-trade.

Plant (the cost to be
stated with deductions
for deterioration in
value as charged to
the Reserve Fund or
Profit and Loss).

DEBTS OWING TO
COMPANY—

Debts considered good
for which the Company
holds bills or other
securities.

Debts considered good
for which the Company
holds no security.

Debts considered doubt-
ful or bad.

Ar:jy debt due from a

rector or other officer
of the Company.

THE

CASH AND INVESTMENTS

SHOWING—

The nature of
ment and rate of
interest.

The amount of cash,
where lodged, and if
bearing interest.

invest-
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Balance Sheet should not give information to rival con-
cerns. The argument has force in a competitive world,
but it may be remarked that the practice which the argu-
ment involves has a dissembling value in more ways than
one, and therefore requires to be received quizzically.
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NI NETEENTH CENTURY CONTI NUED—THI RD
QUARTER

1871-1895—The price of Consols—" Current" securities in 1871—The
New York panic—Select Committee on Foreign Loans—Statistics
of default—The plague of Egypt—A Royal Commission on the
Stock Exchange—Brokers and jobbers—Contracts—"Buying in"
and "selling out"—Stock Exchange members as principals—The
middleman approved

ONE feature is most persistent throughout the next
quarter of a century of our inquiry, namely, appreciation
in the Stock Exchange quotations of British Government
Stocks. The reasons for the movement are outstanding;
the explanation is primarily to be found in the course of
commodity values. Prices of commodities rose during the
first three years of the 'seventies; but thereafter declined
amost continuously for many years. Sauerbeck's Index
Number of Food Prices at our starting point of 1871 was
98, from which it descended to 64 in 1895, the closing year
of our present survey. The decline in raw material prices
was even more pronounced, the comparative Index Num-
bers for the same years as mentioned above being 101 and
60. Although lower prices for food benefited wage earners
by increasing their purchasing power and lower prices for
raw materials helped manufacturers to reduce costs of
production, trade activity did not grow asit had done in
the previous quarter of acentury. British exportsfor 1895
were lessin value than they werein 1881: the comparison
of valueshas limitations, but it does indicate the existence
of a lesser demand upon money and credit for trade pur-
poses. An outcome of the inability to employ available
funds adequately in commerce and industry was a great
increase in purchases of Stock Exchange securities, and
98
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whereas the highest price of 3 per cent Consols in 1871
was 94, the price of 2% per cent Consols in 1895 reached
114. The difference of % per cent in the Consols last
instanced proceeds from the fact that extremely favour-
able monetary conditions enabled the Government in
1888 to place on a 2% per cent basis £570 millions of Debt
which had until then borne interest at 3 per cent. The
lower yield obtainable on Government stocks in 1895
compared with that to be obtained twenty-four years
earlier was more than compensated by the fall which had
meanwhile occurred in the cost of living, and because dso
thetotal National Debt had been reduced by £140 millions
inthe period, or to £656 millions, ayield of only £2 8s. per
cent on British Government Stocks was considered attrac-
tive even by conservatively minded bankers. Nevertheless,
purchasers of 2% per cent Consols at 114 or thereabouts
were making no allowance for a possible reversion of the
commodity price movement or the development of more
remunerative channels for the use of money.

"CURRENT" SECURITIES IN 1871

A remarkable expansion of investment and speculative
activity was evident at the beginning of our period. The
total Stock Exchange clearings for the second half of 1871
amounted to £416 millions, an increase of £150 millions
over clearingsfor the corresponding half of 1870. Inactive,
or as they were then called "non-current,” stocks and
shares were numerous; but it will serve to show theim-
portance which the Stock Exchange had acquired if we
outline the types of securities which were "current/' that
is, active at this time. The securities referred to in the
next paragraph were of thiskind.

British Government Stocks bore interest ranging from
2% per cent to 5 per cent; twelve Indian Government

Stocksfrom 4 per cent to 10 per cent. Foreignand Colonial
8-(Cia)
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Stocks were dealt in extensively, Russian, Turkish, and
Egyptian securities being especially prominent among the
former. Included in the foreign government stocks were
six kinds of obligations of the United States Government
and those of a number of the American States. Thetotal
of American Railroad Stocks was fifteen. We may note
the debentures of eight Indian railway companies, the
principal and interest guaranteed by the Secretary of
State for Indiain Council, and also the Ordinary Stocks
of the East India, the Great Indian Peninsular, and the
Madras Railways. Grand Trunk of Canada and Great
Western of Canada were chief among colonial railway
socks. The market for foreign railway stocks reflected a
now almost forgotten phase of British finance, and we find
such continental names as Antwerp and Rotterdam,
Belgian Eastern Junction, Dutch-Rhenish, Great L uxem-
bour g, L ember g-Czer nowitz, L ombar do-Venetian, Namur
and Liege, Sambre and Meuse, together with the Brazilian
San Paulo Railway. Sixteen Home Railway Ordinary
Stocks were favoured. Bank shares amounted to 51,
Telegraph to 18, Gasto 17, and there were 5 Dock con-
cerns. Among the nearly ninety miscelaneous companies
were to be found the Berlin Waterworks, Bolckow
Vaughan, Canada Company, Crystal Palace, Fore Street
Warehouse, Hudson's Bay, India Rubber and Gutta
Percha, London General Omnibus, Rhymney Iron, Royal
Mail Steam Packet, and several tea companies. Mining
shares included a number of Cornish tin companies, the
Cape Copper, and St. John del Rey. The art of creating
dasss of stock or shares to rank in front of Ordinary
securities had become both skilful and respectable. A
Midland Railway shareholder whoin 1871 had thetemerity
to disapprove of the issuing of Preference Stock to rank in
front of the Ordinary was cagtigated for not being up to
date in his notions.
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Therising tide of Stock Exchange activity was checked
in 1873 by afinancial panic in America, which caused the
New Y ork Stock Exchange to be closed for ten days. The
check was of brief duration and the investing of British
money in America soon resumed, the Scottish American
Investment Company being formed for that purpose in
1873, and the Scottish American Mortgage Company in
the year following, while in 1879 were formed the First,
Second, and Third Scottish American Trust Companies
and the American and General Trust Company, all of which
were vigorous half a century later.

THE 1875 SELECT COMMITTEE ON FOREIGN
LOANS

In 1875 the Government appointed a Select Committee
to inquire into the circumstances attending the making of
contracts for Loans with certain Foreign States, and aso
the causes which had led to the non-payment of the prin-
cipal and moneysdue in respect of such loans. Theinquiry
wasconcerned withloansof anominal valueof £10millions
raised by Honduras, San Domingo, Costa Rica, and Para-
guay. The Committee came to the conclusion that those
who introduced these loans to the public seemed to have
been regardless of the financial resources of the borrowing
States, and they commented upon the absence in the
evidence of the members of the Stock Exchange of any
very keen appreciation of the evils of manipulating loans
and of any fertility of resource in devising remedies.

It was customary for syndicates to be formed to take
portions of the loans at a price considerably below the
issuepricetothepublic, these portionsbeing sold directly a
market had been created in the loan. Sometimes the con-
tractors for the loans employed brokersto buy and sell the
loans before any allotment had actually been made, the
prices recorded of dealings in the loans being therefore
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entirely fictitious, since no money had been subscribed
for the loans and none had passed in the alleged trans-
actions. The Committee censured loan contractors, or as
we now call them issuing houses, and certain brokers much
more severely than they did the defaulting Governments;
for the Committee could not fail to recognize that the
agreements to which representatives of the borrowing
Governments had put their signatures left a good deal to
be desired in the way of soundness. Honduras became
indebted in respect of a principal sum of £5,990,000, and
inreturn for the liability secured an abandoned section of
aline of railway 53 milesin length for which the builders
received £689,000. The Committee remarked of San
Domingo that " it is clear the Republic felt the improvi-
dence of abargain by whichinreturn for asum of £320,000
it was to pay in respect of interest and sinking fund annu-
ities amounting to a total sum of £1,472,500, or in other
words, more than 18 per cent per annum for twenty-five
years."

STATISTICS OF DEFAULT

The loose practices and definite abuses in connection
with the above loans deserved exposing, but it may be
doubted whether it was worth the year or more which the
Committee spent in examining multifarious details andin
trying to persuade unwilling witnesses to appear and
confess. A much more important subject than that of
these comparatively paltry loans to a few minor and, as
the evidence showed, then rather comic opera states,

Total British Loansto Foreign States at the end of 1878—

£
All Obligations Fulfilled e 281,828,000
In Partial Default . . . 175,160,000
In Total Default . . . 157,000,000
— 332,160,000

£613,988,000
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was the whole question of foreign investment. That
lending abroad was far from cautiously carried out isto be
seen from the compilation given on page 102 made by a
London stockbroker three years later.

It is shown by the above that default or partial default
had occurred on 54 per cent of Britain's Loansto Foreign
Governments. Possibly, solarge aproportion of themoney
which Britain lent abroad was used to buy her manu-
factures that, viewed from an entirely national standpoint,
defaults or partial defaults on foreign loans were of less
consequence than they appeared to be and what was lost
in one direction was made up in another. It is not for us
to indulge in polemics on this question, but it cannot be
overlooked that not all of the money sent abroad in this
fashion came back to Britain in due course. The face of
matters suggests that the retention of some of the money
for the purpose of improving home equipment and expand-
ing home consumption would have been distinctly less
unprofitable in the long run than the relegation of capital
to distant lands and to the pockets of seekers after com-
missions.

EGYPT AS A BORROWER

The subject of foreign loans cannot be left without a
rather lengthy reference to the experiences of Egypt as a
borrower; in order to do so we start a little before the
opening date of our chapter. That the narrative may be
continuous we carry the story on to 1882, without inter-
rupting by reference to other matters which also happened
in the years covered.

In 1868 the Corporation of Foreign Bondholders was
formed, and the Rt. Hon. G. J. Goschen, who was in the
chair, announced his belief that the duties of the associa
tion were to be most important, and that they could be
used to great effect by exercising a moral power over the
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British Government, which was to be induced to use its
"good offices" when that seemed a desirable course. This
anticipation of a closer connection between foreign policy
and international finance was duly realized; as it hap-
pened, in the very year that Mr. Goschen made his an-
nouncement, the ground was being prepared for the
eventuating of a state of affairs wherein the British Gov-
ernment was to use its good offices in unmistakable form.

It was in 1868 that a 7 per cent Loan for nearly £12
millions was issued on behalf of Egypt at a price of 75, the
Khedive of Egypt undertaking that his Government
should not issue another public loan, either internally or
externally, for the space of five years. Two years had not
elapsed after the date of this undertaking when the
Egyptian Government issued another 7 per cent Loan,
the amount on this occasion being over £ millions and
the price of issue 782 per cent. Therefore, the Egyptian
Government was rewarded with slightly better terms for
breaking its pledged word.

The Egyptian Government could not be held entirely
responsible for its defections, the Khedive was besieged
by representatives of British, Continental, and Egyptian
financiers all urging him to borrow money by their kindly
aid. These philanthropic endeavours culminated in the
attempt during 1873 to float at 79 a 7 per cent Loan of £32
millions, the London firm of Bischoffsheim & Goldschmidt,
already prominent in connection with South American
Loans, and the Societe Generae being the prime movers.
A 7 per cent Loan offered at 79 per cent returns a flat yield
of just under 9 per cent to the purchaser; in other words,
that is the yield irrespective of any conditions of redemp-
tion which may attach to the Loan. This was a tempting
yield; but it lacked the attraction of novelty, the return on
the Egyptian Loan of 1868 being a shade over 9 per cent.
Besides, a £32 millions Loan was a flagrant instance of
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over-reaching. Consequently the Loan was only partly
subscribed on the prospectus offer; but the clever spon-
sors managed to get rid of the remainder in other ways.
Notwithstanding the size of this L oan, two years|ater the
Egyptian Government borrowed a further £4 millions.

THE SUEZ CANAL COMPANY

The financial excesses of the Egyptian Government gave
to Britain an opportunity which has provided atheme for
much writing of fiction, namely, the acquisition of the
Egyptian Government's sharesin the Suez Canal Company.
The total capital of the Suez Canal Company was then
£18,880,000, part of the capital consisting of 400,000
shares of 500 francs or £20 each. It was 176,602 of these
latter which passed to the British Government and, since
immediate action was required lest other would-be pur-
chasers entered the field and outbid, the sum of £4 millions
needed was advanced to the British Government by Messs.
Rothschild, Lord Beaconsfield subsequently obtaining a
Parliamentary grant for the amount required. The shares
thus purchased were not entitled to any dividend until
1894, the Khedive having surrendered the dividend rights
for 25 years from 1869 in settlement of certain claims
against him by the Suez Canal Company. It waspart of the
conditions of the British Government's purchase of the
shares that the Egyptian Government should pay interest
at 5 per cent on the £4 millions provided until the shares
were again entitled to dividend. The market value of these
shares on 31st March, 1914, was nearly £35 millions.

Concurrently with the handing over of the Canal Shares
the Khedive requested the British Government to send a
special Commission to inquire into the conditions of his
country'sfinances. The Commission cameto the conclusion
that "the critical state of thefinancesof Egypt is due to
the combination of two opposite causes. She suffers from
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the ignorance, dishonesty, waste, and extravagance of the
East, and at the same time from the vast expense caused
by the hasty and inconsiderate endeavours to adopt the
civilization of theWest." But the Commission added that
Egypt's unfortunate position was aso due in great mea-
sure to the onerous conditions of the Loan of 1873. Severe
comment was made upon the exorbitant profits of the
loan contractors, and it was stated that when allowance
was made for commissions, discounts, etc., the sums
which actually reached the Egyptian Government as a
result of the Loans meant that the interest rates were from
12 per cent to 13 per cent. It was revealed that all of the
nation's revenues had been pledged "sometimes more than
once" to meet the service of the Loans and fresh debt
raised in an effort to meet the requirements of debt for-
merly contracted. The Commission made various recom-
mendations for the reform of the Debt, but the reforms
were found to be impossible of carrying out owing to the
opposition of the French holders of Loans for compara-
tively short periods, to which type of Loan the Egyptian
Government had also committed itself heavily.

The rest of the story is to be found in every English
history book. Suffice it here to remark that in 1879 the
Khedive dismissed the French and English Finance Com-
missioners who had been appointed as a result of Egypt
being declared bankrupt. An ultimatum from England
and France followed. Three years later occurred Arabi
Pasha's rebellion to liberate Egypt from European influ-
ence, and after that the bombardment of Alexandria by
the British Fleet.

THE 1878 ROYAL COMMISSION ON THE STOCK
EXCHANGE

We return from the Land of the Pharaohs to find our-
selvesin the year 1878, that is, three years after the Select
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Committee on Foreign Loans finished its labours. Y et
another official inquiry had begun; the subject on this
second occasion being the working of the Stock Exchange,
and the investigating body a full-blooded Royal Commis-
sion. The Commission went to great pains in the exam-
ination of witnesses, but in the end suggested little im-
provement of the way the Stock Exchange managed its
business. Indeed, the Commission confessed to an agree-
able surprise at the degree of discipline and efficiency
maintained by the Stock Exchange Rules and Regulations.
It did, however, with one dissentient, recommend that
stocks and shares should not be dealt in before allotment,
but this recommendation, designed to prevent the rigging
of markets, was not carried out. Fifty years were to pass
before the much-needed reform was introduced.

Evidence given to the Commission furnished the curious
sidelight that persons were practising as stockbrokers
under alicence from the Corporation of the City of London,
although they were not members of the Stock Exchange.
It may be recalled that according to an Act of some hun-
dred and eighty years before this time all brokers were
supposed to be so licensed. The stipulation had never been
taken seriously by those who gathered in Capel Court,
or in the earlier venue of the Royal Exchange.

When the Commission met in 1878 some of the holders
of Stock Exchange shares were not members of the Stock
Exchange, but it had been decided by the Stock Exchange
Committee in a new deed of settlement in 1876, that no
new shareholding would be allowed unless on the part of
a member. It was aso provided that the maximum
number of shares to be held by a new member should be
ten. Thus the path was prepared for the gradual dis-
appearance of subscribers and the making of control of the
Stock Exchange, both as to finance and routine, a concern
of members only. The average annual dividend of the
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Stock Exchange since its existence as a joint stock under-
taking, that is, for approximately 75 years to 1878, had
been from 20 to 21 per cent; the market price of the
shares, on which £54 had been paid, was £160 at the time
of the Commission.

BROKERS AND JOBBERS

A considerable part of the Commission's Report was
devoted to a description of the duties of broker and jobber
and to details of Stock Exchange procedure under certain
circumstances. There are, said the Report, two classes
into which members of the Stock Exchange divide them-
selves: the brokers, who receive instructions from the
public to buy and sell on their behalf, and the jobbers, who
buy and sell on their own account, with the view of selling
and buying again. The jobber remains in the "House,"
that is, the Stock Exchange Building, ready to deal with
anyone who comes to him, the broker comes into the
House only when he has business to transact. It is the
custom that these jobbers should, as it is called, "make
a price" in any current securities, that is, securities of
which there is a large amount, and for which there is an
active market. "Making a price" consists in stating two
prices, at one of which the jobber binds himself to buy and
at the other of which he binds himself to sell the securities
inquestion. Thereareby the Ruleslimitsastothe amount
inwhich heisboundto deal. After the jobber has "made
his price," the broker announces himself as either a buyer
or aseller at the prices named, and the jobber is bound to
accept the contract. As soon as the contract is made, it
isusual, but not universal, for each party to make anote of
it in his own notebook, but no written contract passes
between them. "We are assured,” remarked the Com-
mission/'that the want of awritten contract hasin practice
no evil results; that out of millions of contracts made on



NINETEENTH CENTURY: THIRD QUARTER 100,

the Exchange, such athing is hardly known as a dispute
as to the existence of a contract or itsterms." The broker
who has acted for his client in making such a contract
sends awritten note of it to the client, but as arule he does
not mention the name of the dealer with whom he has
dealt. The large majority of the contracts are made upon
the terms that they shall be fulfilled on the next Account
Day. There are two fixed Account Days in every month
for stocks other than Government Stocks, these latter
being settled only once a month. When the Account Day
arrives the securities are delivered and paid for, unless
some fresh bargain is made by which the execution of the
contract is annulled or practically deferred until the next
Account Day. If the bargain, however, is completed on
the original Account Day, it is not necessarily carried out
between the original partiesto it: for the seller may have
bought similar stock from some third person, and he in
like manner from another, and so on through severa
hands; so that the whole series of bargains is settled by
the ultimate seller delivering to the ultimate buyer. The
machinery by which this is managed, commented the
Commission, is to be found in the Stock Exchange rules
applicable to this subject, the detailed and minute provi-
sions of which are the result of long practice and careful
amendment, and appear to answer their purpose exceed-
ingly well.

"BUYING IN" AND "SELLING OUT"

If, when the Account Day arrives, the seller isnot able
to deliver the stock which he has sold, the buyer isentitled,
after a certain lapse of time to "buy the stock in" against
him. This proceeding is also regulated by minute rules,
and consists in an official broker announcing on the
market that he wants the given quantity of stock together
with the purpose for which he wantsit. When he obtains
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it, the original seller has naturally to pay any difference
in price, but it not infrequently happens that the official
broker has to wait for some time before the jobbers will
sell to him under such circumstances, and it may be
doubted whether the system might not be improved by
hisbeing allowed to purchase either publicly or by private
contract. Similar rules and a similar practice prevail
with regard to "selling out" in the case of non-acceptance
by the buyer. Excepting that eventually there was no
separate Account Day for Government stocks, the practice
of the Stock Exchange in the respects enumerated above
remains in 1933 as described in the Royal Commission
Report of 1878, with the "buyingin" and "selling out"
of sharesrigid in theory, but scarcely so in practice.

It was in 1878, as afterwards, a principle upon which
the governing body of the Stock Exchange acted through-
out their rules in respect to bargains, that members should
be entitled to look to the members with whom they dealt
as if they were principals in those dealings, and as if the
principal outside the House, for whom bargainswere made,
did not exist. This view has the merit of enabling the
Stock Exchange Committee (who have absolute power
over their own members) to enforce bargains and adjust
disputes with speed and facility. The Royal Commission
concluded that the public is not injured by such a system,
so long as the legal rights and liabilities of the seller or
buyer, as the case may be, in relation to the principal
outside on whose behalf the bargain has been made, are
not extinguished or interfered with. But the Commission
had no hesitation in recording its opinion that if aclient
or principal outside the Stock Exchange employs a broker
to make a contract for him with a jobber or broker in the
House, no rule of the Stock Exchange ought to be allowed
to qualify or destroy the legal relations of buyer and seller
established by such a transaction, whether the Stock
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Exchange Committee for the purpose of their own inter-
vention acknowledge the principal or not.

THE MIDDLEMAN APPROVED

It had been suggested that the jobber was an unneces-
sary middleman, as perhaps it has been suggested in every
year since. The reply of the Commission to the suggestion
was unequivocal. It stated that the jobbers constituted
a class which is a distinctive feature of the London
Stock Exchange; and that there was no parallel on the
Foreign Bourses or on any of the provincial Stock Ex-
changes. The existence of jobbers, declared the Commis-
sion, is of extreme value to the public. The jobber is
ready to take at a moment's notice, ailmost any quantity
of acurrent security with the knowledge that he can, per-
haps within the same day or at any rate before the next
Account Day, sell the same again at the margin of profit
which isinvolved in the difference between the two prices
that he named, and he acts without hesitation upon this
facility. The result to the public is that the buyer or
seller can make his bargain at once without seeking out
some one dse who wants to buy what he has to sell, or-
who wants to part with what he wantsto buy. "So great
is the accommodation provided by the system that pur-
chasesrequired on the provincial exchanges or the Foreign
Bourses are constantly sent to London to be made on the
Stock Exchange there."

Our chapter ends with this impartial testimony to the
value of the jobber. But the Commission gave attention
to one other thing which must occupy our attention,

namely, speculation. We pursue the subject at some
length in succeeding pages.



CHAPTER X1

MOSTLY OF SPECULATIVE PRACTICES

AN ancient error avoided—The jobber'srisk—Therightful censure of
speculation—The important distinction—The gambler—Cash bar-
gains, differences, contangoes, and backwardations—An impractic-
able demand—A question answered—Verve and agility—The put
and call—Rare gain—Something to keep in mind—A banking
discovery—A danger signal

WHAT the Royal Commission on the Stock Exchange dis-
covered with regard to speculation was mostly nothing
new; but it did not fall into the ancient error of believing
that speculation could be eliminated by Act of Parliament;
far from this last, it recognized that attempts by men to
capitalize chances were inevitable and in a number of
directions communally desirable. The State at the time
when it most condemned speculation was itself raising
money by Lottery Loans, but as this means of adding to
the National Debt had been abandoned in 1825, the Royal
Commission of 1878 was under no necessity of polite refer-
ence because of the shortcomings of the Government in
power. "There is speculation in almost every market,"
said one of the witnesses summoned by the Commission:
"in produce markets there is speculation and where there
isnot speculationthere is adull market, in which you can
hardly do anything: you cannot sell or buy where specu-
lation goes out of a market, there is always a difficulty in
making contracts." Incidentally, this witness truly ob-
served that the absence of jobbers would result in the
anxious seller being in the hands of the coy buyer, or the
other way about.

THE JOBBER'S RISK
It can readily be seen that the willingness of a jobber
to make pricesis dependent upon the exercise of the specu-
lative spirit. If, for instance, the jobber were to refuse to
112
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make an offer for the share of a company or the stock of
a Government whenever national or local uncertainty
prevailed, then freedom of dealing in securities would
speedily come to an end; actually, it is only on the rarest
occasions, such as of suspected fraud or the outbreak of
war, that the jobber declines to name a price. Under all
ordinary circumstances the jobber estimates the chances
and takes the risk that his appraisal may prove to be at
fault; by so doing he establishes a breadth of marketing
facility which would be impossible were Stock Exchange
transactions carried out only on the basis of the known
present or the foreseeable future. Looking at the matter
in the light of the deeper implications of philosophy, the
uncertainties of human life are bound to be reflected in all
manifestations of human activity, mundane as well as
ethereal. Man, by the nature of things, isas much destined
to move about in financial hopes and fears not realized
asinworlds of that Wordsworthian kind.

RIGHTFUL CENSURE OF SPECULATION

The rightful censure of speculation turns largely upon
definitions. Professor Marshall declared that many of the’
largest fortunes are made by speculation rather than by
truly constructive work, and added that much of this
speculation is associated with anti-social strategy. It is
clear that what he had in mind would better be described
asmanipulation, and especially the cornering and artificial
raising of prices of securities or commodities. Even
Governments through their agents force up the prices of
certain securities when preparing the ground for the issue
of a fresh loan or for Conversion operations, and Govern-
ments have aso on a number of occasions sought to carry
the prices of commodities higher. So far as manipulation
is concerned, the purist will condemn Governments and
individuals resorting to it. But inasmuch as purists are
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rare, manipulation of Stock Markets by powerful Govern-
ments seldom agitates the public mind.

THE IMPORTANT DISTINCTION

The important distinction between the speculator and
the manipulator is that the one endeavours to anticipate
the outcome of the working of financial and economic
laws, and the other endeavours to prevent their operation
until his own ends are satisfied. Whether the speculator
ses the first faint shadow of approaching disaster and
sdls before the calamity descendsin full force, or whether
he snses the coming of better things and buys while
pricesare yet low, is, in thelongrun, at least aneutral act
in its bearing upon the welfare of his countrymen. Con-
ceivably, however, speculating for afall or for arise may
give to the social organization a much-needed element of
proportion; the action of the speculator tends to deliver
business from the tyranny of considerations of the moment
and to remind men that the future has to be reckoned
with, although it cannot be precisely determined. If it
were not for the influence of the speculator, fluctuations
in the prices of stocks and shares would be more disturb-
ing; for theimmediate good newswould not be tempered
practically by allowancesfor the arrival of the distant less
good, and theweight of the immediate bad news would be
unrelieved by the recognition on the part of some buyers
that modifying factors would probably become operative
at a point near or far removed.

It must be understood that speculators differ very much
in the amount of skill and knowledge which they possess,
resembling in this respect the members of other callings.
Some are men with a close grasp of economics and well
acquainted with the lessons of financial history, while
others, more particularly those of Jewish birth, act almost
instinctively. Both types of men are to be found at the
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centre of finance as speculators in the meaning of the
remarks preceding, where speculation was defended as of
social value. What lesser men do in the name of specula-
tion would be unprofitable for us to examine, because,
as we know, principles should be tested where they are
best expounded.

THE GAMBLER

The speculator, even at hisweakest or most ill-informed,
should not be confused with the gambler. It must be
admitted that the Stock Exchange attracts gamblers from
all sections of Society. The gambler buys securities for
the slenderest of reasons and often for no reason whatever.
He is the prey to rumour and the dupe of the machinations
of the unscrupulous; he will buy because the day is sunny
or sell because the sky is overcast. The activities of the
gambler do not really come within the history of invest-
ment or speculation; but as the gambler makes his presence
felt, sometimes uncomfortably so, we are not allowed to
assume that for our purposes he does not exist.

CASH BARGAINS, DIFFERENCES, CONTANGOES,
AND BACKWARDATIONS

It cannot be said that a majority of members of the
Stock Exchange desire the disappearance of the gambler.
The commission charges which the gambler pays amount
to a considerable sum before he becomes disillusioned or
penurious or both, and always there is another generation
springing up, inexperienced and eager to plunge where its
fatherscameto grief. Sometimes, however, gambling on the
Stock Exchange reaches such threatening dimensions and
causes unpleasant resultsto so many people that restriction
of the means for using the Stock Exchange is urged by
prominent persons, among whom may be numbered
those stockbrokers whose clients are of a substantial

9(C12)
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and sober kind. Such was the case in the period now
under examination, and we find it advocated in 1875
that all bargains should be for cashonly. Aswe have seen,
with the exception of Government securities, settlements
on the Stock Exchange were twice monthly, one of the
consequences being that numerous purchases were made
in the hope that prices would rise before payment was
required, so enabling the pocketing of a difference without
any outgoing having actually to be made. Conversely,
sdes of shares not in the possession of the seller were made
in the belief that purchase at a lower price would be fea
sible before the date of the Account; if the belief were
justified this aso would have resulted in the making of
profit without the outlay of capital. But risesand falsin
prices of stocks and shares seldom occur so conveniently,
and machinery had to be devised to meet the need of
buyer or seller whose plans had miscarried. This was done
by means of the contango in the case of the buyer of
securities who wishes to postpone the date when he should
be called upon to take up his purchases, and by the back-
wardation where a seller seeks to postpone delivery of the
shares he has sold. In each case it means that a considera-
tion is paid for the privilege of delay; but it should be
said, in order to prevent misconception, that both con-
tango and backwardation are governed by general market
considerations, neither being invariably paid, but the
contango has usually to be met.

AN IMPRACTICABLE DEMAND

The demand of would-be reformers of the 'seventies
that all Stock Exchange dealings should be for cash was
impracticable, if only from the reason that the granting
of credit is inseparable from nearly all important business
transactions; payment for purchases in one direction is
dependent upon receipts from sdes in another; it is
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impossible to synchronize all payments and all expendi-
tures. Additionally, if afall in price makes a share attrac-
tive, it would serve no vital purpose to prevent awould-be
buyer from purchasing because he could not secure the
necessary funds for some days, and the prevention would
embarrass the person urgently desiring to sell by depriving
him of prospective purchasers. Time bargains are not
merely expedient; they are based on a sound principle.

A QUESTION ANSWERED

With regard to the desirability or otherwise of insisting
on the completion of all transactions on Account Day,
the question is answered by the fact that no such stipu-
lation could be enforced. The granting of carry-over
facilities has had regrettable results in some directions;
but, on the other hand, accommodation is an essential
part of business procedure. If the Stock Exchange had
not evolved the method of carrying-over in return for an
agreed consideration, the omission would have meant
that some buyers would have been in a position to nego-
tiate for accommodation, and others would not or would
have been able to do so only upon onerous conditions.
An established procedure with a published rate of the
consideration chargeable is much the fairer method.

Nevertheless, carry-over facilities are rarely required
by the investor; they are most advantageous to pro-
fessional operators, giving more verve to the "bull" and
greater agility to the "bear." The charge made for con-
tango isrelated to Bank Rate and also to the condition of
Stock Markets. When the supply of a particular stock or
share is scarce, the "bull" who has bought heavily may
have a consideration paid to him not to press for delivery,
although the state of his affairs is such that he has no
cash available to take up stock. But such an event is
exceptional.
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THE "PUT" AND "CALL"

The taking of options had become a common practice by
the 'seventies, and we find quotations for the " put" and
"call," jointly and dissociatedly. The " put" and " call"
meant the taking or delivery of stock or shares at a fixed
price on a future date, for which right an agreed sum was
paid when the option was negotiated. The" put" option by
itself entitled the holder to deliver a specified amount of
securities at a specified price on an agreed future date; the
"call" option by itself was similarly determined but gave
the right to claim stock. Options were from day to day
or, much more commonly, from Account Day to Account
Day; naturally a higher price was paid for the "put"
and "call" option than for the "put" or the "call"
only.

A certain amount of refinement and extension of option
dealing has taken place since those days, and six weeks or
three months have become the favourite durations. But
the three principal forms of option dealing remain in
essence much the same.  This is not the place to discuss at
length the respective merits and demerits of the different
forms of options; it isevident that the " put " and " call"
gives adouble chance; against the advantage has to be set
the fact that the price charged for thiskind of option is usu-
ally double that for the " put" or the " call." It must be
explained for the sake of clearness, that the term " put and
call," although it has passed into the Stock Exchange
vocabulary, isreally misleading, if not contradictory, for
literally it means the right to take and to deliver securities,
whereas the option money has been paid for purchase of
the right to pursue whichever of these courses is desired.
Obviously, both to take and to deliver securities under
the option would result in a balancing of the transaction.
The option holder's ambition is gain, not the maintenance
of an equilibrium.
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OPTION HOLDERS' RARE GAIN

However, according to contemporary writers, gain sel-
dom came the way of option holders in mid-Victorian
times. It may be added that his twentieth century suc-
cessor, if he is a member of the ordinary public, usually
fares no better. The profitable handling of options de-
mands the ability to discern some weeks ahead of their
occurrence that blessings or ills are on the way for a com-
pany or a country, either from special reasons or because
the general state of commerce is to experience a change for
better or worse; or it may depend upon the possession of
knowledge that powerful financial groups are planning
to raise or to depress the prices of securities selected for
that purpose.

SOMETHING TO KEEP IN MIND

That options exist should be borne in mind even by the
investor who has no intention of adding to the income of
the option dealer or, for the matter of that, of the broker,
since options have to be bought through the latter, he
receiving a commission for his services. The option dealer
stands to the broker in similar relation to that of the
jobber. Options are a perpetual weapon in the armoury
of the professional "bulls" and "bears" who endeavour
to drive prices this way or that. The investor will be
spared perplexity, if not anxiety, if he is cognizant of
influences which bear upon the Stock Exchange quota-
tions of his holdings—influences which may have little to
dowith the actual merit of hissecurities. Not even Trustee
securities are immune from these influences; the Stock
Exchange rules restrict the taking of options over this
type of securities, but the ability to conclude them is not
entirely removed. Then, too, although the existence of
large options linked to hopes of the rise or fall of certain
kinds of securities may be of irrational origin, thereisthe
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possibility that the options indicate anticipations of
well-informed Stock Market operators. The prudent
holder of securities affected should not entirely ignore
this possibility.

A BANKING DISCOVERY: ADVANCES IN 1888

It is easy to ascertain with regard to the Stock Market
as a whole whether a large number of options are being
taken for the rise or for the fall, since in the former case
the contango rate will be comparatively high and in the
latter the contango rate will be low or, if "bears" are
strongly in evidence, therewill be abackwardation. What
cannot be ascertained is the amount of securities held as
a result of borrowing from banks and other financial
institutions. Securities thus purchased are liable to be
flung on the Stock Market in the event of widespread
demand for repayment of loans, as not infrequently hap-
pens when the lenders deem it wise to adopt extreme
measures for the safeguarding of their positions. The
pledging of securities with banks by all sorts and condi-
tions of men and women in order to buy other securities
isapracticewhich developed enormously in the twentieth
century. The practice was not aruling passion from 1870
to 1895, although the tendency became more marked as
the years passed. But the banks had already discovered
how extremely profitable it isto lend to the professional
Stock Market operator, and in 1888 we find the banks
for some time amost lavish in their advances for this
purpose. It was a time when contango rates were very
high, speculators for the rise paying as much as from 7%
per cent to 15 per cent, according to the nature of the
security carried over. Whilst some of the lending by the
banks was directly contango, the greater part of it was to
stockbrokers, who in turn lent to the jobbers; therefore
it must not be thought that the full benefit of the high
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contangoes was reaped by the banks. Nevertheless, when
all allowance is made, the remuneration coming to the
banks from this form of lending was temptingly large,
particularly as the period was one of low yields on invest-
ments, Home Railway Ordinary Stocks returning on an
average 3%.per cent and British Government Stocks nearly
| per cent less.

A DANGER SIGNAL

But the high contango rates, profitable as they were to
the banks either directly or indirectly, were dso a danger
signal. This last being so, it is not surprising that before
the year was out some of the would-be borrowers on secur-
ities were received by the banks in much the same way
as is the young badger when its parents have decided that
it is time for the young hopeful to fend for himself. In
other words, the banks suddenly declined to acknowledge
any kinship with Stock Market operators, new loans on
securities became extremely difficult to obtain, and old
loans were peremptorily called in. The banks, declared
critics in those days, first inflated the Stock Markets by
rather happy-go-lucky lending and then deflated them
by pursuing an opposite policy at a moment's notice,
ruining a number of people by the precipitate action. It
was a complaint which was to be reiterated regularly over
the next forty years. We had perhaps better not express
an opinion on the merits of the criticism, but content
ourselves with the observation that much could be said
on both sides.
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1871 TO 1895 CONTINUED—THE INVESTMENT
TRUST COMPANY
THE investment trust company—Scottish precept and practice—A
striking example—A changed outlook—Scepticism in 1888 and 1889

—Errors of policy—Over-purchasing in 1890—Publishing invest-
ment holdings—The fixed trust

THE yearswithwhichwe arestill dealing, the years, that
is, from 1871 to 1895, were characterized by, among other
things, the rise of the investment trust company. Aswe
have already seen, this type of concern had its forerunner
quite early in English joint stock history, the directors of
the so-called Million Bank having perceived at the begin-
ning of the eighteenth century the advantages of investing
funds in several companies, thereby lessening the risks
attaching to the employment of the Bank's capital. But
at the time of the Million Bank's existence, and for long
afterwards, stocks and shares available for investment
were few; therefore, conditions were not propitious for
any important development of the investment trust move-
ment, the origin of which, in the modern sense, we can date
from round about 1870. The fundamental principle of
these trusts is simple and uniform; the directors obtain,
let us say for example, £1,000,000 of capital, which is
subscribed by members of the genera public or by the
directors and their friends; the money thus provided is
used to purchase the stocks or shares of numerous gov-
ernments, municipalities, or companies. It follows that
the holder of shares in an investment trust company is
really taking an interest in the fortunes of various States,
towns, and industries, and that his risk is spread over
avery wide area. He may be what is virtually a holder
by proxy of an interest in several hundred different
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securities; indeed, investment trust companies have been
known with a thousand different stocks and shares in
their portfolios.

SCOTTISH PRECEPT AND PRACTICE: A STRIKING
EXAMPLE

The investment trust companies of the late 'sixties were
in several instances not conducted on such a definite line
as that we have indicated, and the directors' indulgence
in miscellaneous financial operations was the subject of a
good deal of adverse comment. But largely under the
guide of Scottish precept and practice stricter conceptions
of the legitimate field of the investment trust company
soon prevailed. The remarkable success attending the
ablest managed of these companies is perhaps best shown
by the case of the Scottish American Investment Co.,
Ltd., foundedin 1873. Mr. George Glasgow has given a
calculation of what would have been the results accruing
to one who in 1873 had invested £1,000 in the Ordinary
Stock of that Company. "Assuming," says Mr. Glasgow,
"that he held his stock, never adding another penny to
it; that he took up and kept hisbonuses; that he exercised
hisrights to new capital by borrowing from his bank and
then selling enough of the resultant new stock to repay the
bank—assuming, in short, that he did not put any of his
benefits into the waste paper basket (a contingency not
unknown to experience, surprising as it may be), that
happy investor's original £1,000 would in 1929 have been
worth about £70,000, and his income would have risen
from an original £40 ayear to £3,000 ayear in 1929."

The achievements of the Scottish American and similar
concerns in the first few years of their existence were
sufficiently striking to attract attention, and between
1879 and 1883 a number of investment trust companies
were formed. These were years of general commercial
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prosperity, favouring the financing of new ideas. Even so,
the possibilities of investment trusts were not widely
appreciated, and the capital found for them in the five
years last named mostly came from small groups of people.
The companies were formed in a period when high rates
of interest were obtainable on good-class securities, con-
sequently there was no difficulty in employing funds
profitably. In 1888, with few exceptions, the investment
trusts then in existence were paying from 5% per cent to
6 per cent on their entire capital, of which the Preferred
capital usually received 5 per cent and the Deferred or
Ordinary 6 per cent or 7 per cent, but in that year the
whole outlook for returns on investments underwent a
radical change, the full nature of which was far from
generally realized. It was the year in which Government
financial policy brought about a fall in interest yields,
making it impossible for a long time ahead to use new
money at the former rates of interest, at least with any-
thing like the same measure of security. Nevertheless,
fifteen new investment trust companies were formed in
1888 with a capital of £9,500,000 and another nineteen
in the following year, the capital of the last amounting
to slightly over £25 millions. The total capital invested
in this class of company at the end of 1889 was nearly
£50 millions.

SCEPTICISM IN 1888 AND 1889

The formation of the 1888 and 1889 companies was the
occasion for the exercise of contemporary scepticism, it
being suggested that directorship of an investment trust
company was a convenient way of adding to one's income
and that the investor, instead of providing money for a
trust company and trust company directors' fees, would
be well-advised himself to undertake the distribution of
his money. Certainly, directorships in the Victorian era
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were often bandied about in much the same way as were
thecongenial livingsof the Church, withlittleregardtothe
merits of recipients, the pompous ass or the wire-puller
securing preferment while better men languished. But it
must be admitted that, with the investment trust com-
panies, the shafts of criticism did not in every case go home.
As it happened, the management of these companies
passed into competent hands as often as one could reason-
ably hope in a notoriously imperfect world. Mistakes
were made; many companies, however, were steered
so as to avoid the quicksands of speculative excess or the
rocks of too rigid notions of what should constitute invest-
ment practice. When allowance is made for the fact that
the financial and economic conditions of this time were
monetarily infertile, the eventual successful emergence
of many of the trust companies, although somewhat long
delayed, indicates that the degree of directorial skill
cannot have been negligible.

ERRORS OF POLICY

Whilst the foregoing remarks have been made in all
fairness to the controllers of the investment trust move-
ment, we must not altogether overlook errors of policy,
among them the putting of investment trust money into
one industry only and so defeating the purpose of the
investment trust movement. Thus, wehad several railway
investment trusts, a brewery share trust, a nitrate share
trust, and so forth. Intheheavily quaffing Victorian days
putting all one's money into brewery shares of one kind or
another was a fairly safe and a decidedly respectable
proceeding, although taken at the expense of the policy of
spreading one'srisk to the utmost. Therefore, the brewery
share trust was not on ground which gave easily, but in
other directions where investment trusts concentrated
interests tremors were quickly felt Declines in Home
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Railway dividends, for example, gave a sharp shock to the
railway investment trust companies, the Deferred Stock
of one of the largest of these companies standing at nearly
75 per cent discount as an outcome. Some of the directors
of the one industry trust companies early learnt the lesson
andtook powersto havethe Articlesof Association of their
companies altered so that they could invest in a wide
range of stocks and shares.

OVER-PURCHASING IN 1890

In 1890 occurred over-purchasing of Argentine and of
South African securities; investment trusts had little if
any responsibility for the latter, but the use of their
surplus funds played some part in the former. The Argen-
tine remissness of 1890, the panic in the London Money
Market, and the suspension of the great merchant banking
firm and issuing house of Baring Brothers, are episodes
which must receive a chapter aimost to themselves. We
have only to note here that the crisis caused by these
events brought several investment trust companies to an
end, several others reduced their capital, and one of the
strongest of the trusts, the Alliance, paid no dividend on
its deferred capital for ten years. On the other hand, a
few of the trust companies maintained their dividends
through a commercial depression which was to last for
six years, that is, until trade recovery began in 1896,
during which time the United States, Australia, and Italy
were added to the countries shaken to their financial
foundations.

PUBLISHING INVESTMENT HOLDINGS
Wefindin 1889 many of the English investment trusts
publishing alist of their investments, and whilst the prac-
tice has not become general among the English companies,
yet if we take any year since we usually discover that
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about one-third have done so. But the annual publication
of alist of investments held has never been approved by
the directors of the Scottish investment trust companies,
whose reportswith one or two exceptions to prove the rule
are alwayssilent uponthismatter. Providedthatimplicit
faith is reposed in the directors of an investment trust
there might at first seem to be no special reason why the
lists should be published, particularly as wrong conclu-
sions might be drawn by investors who could not be aware
of every shade of influence which brings about changes
in investments held from year to year. Further, a state-
ment of a trust's investments at the end of each of its
financial years would not indicate all that had happened
in between. On the other hand, there is the consideration
that the directors of an investment trust are paid servants
and that those who pay them should have some means of
checking the competence of their employees; for even if
the financial results of a company are good, conceivably
the results might have been better, and, if the results are
bad, they might have been worse. It has been acknow-
ledged in a paragraph preceding that on the whole the
direction of investment trust companies so far has been
skilful; but it would be unwise to rely upon tradition and
to assume that as the old groups of directors disappear
their placeswill inevitably be taken by men of equal calibre.
Then, too, there is the danger of the appearance of new
investment trust companies, undistinguished of direction,
and basking in the glory shed by the great exponents of
the investment trust art. Such, indeed, has happened.
The directors of this type of company may invoke prece-
dent and plead that their personnel is sufficient guarantee
and attribute any ill-success to causes beyond their con-
trol. Whilst it is pleasant to emphasize the personal side
in a world which is becoming increasingly mechanized
there is a danger in throwing everything upon personnel.
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Some indication of this last can be seen from the great
difference in the extent of depreciation which has occurred
during Stock Market recessions in the market value of
securities held by investment trusts. Probably, it would
bein the best interests of everyone concerned if the invest-
ment trust companies published annually a full list of
investments, setting forth aso a complete analysis of the
types of investment and the geographical distribution of
them, somewhat after the style of the example below,
inwhichthepolicy of thedirectorsisclearly summarized—

CLASSIFICATION OF INVESTMENTS

PERCENTAGES
Character of Undertakings
el g %)
GEOGRAPHICAL s | o EE 8 §§ 5§
POSITIONS S | 2182} E [ggirEi 2| =
4] H 8| S 28 | ws | £ g
2|3 185]|<e “E|los | = P
= & 3= § §‘D gu’
[} g& | I®
Great Britain . Js1 1 141 — | 11 63 9] — 1348
British Dominions,
etc. . . | 90 6 5| 3.0 9| 23 17 | 180
S. America (exclud-
ing Argentine)  .j 33| 29 41 5 7| 13| — 1128
Europe . . . 2.6 2} 50| 25| 1o 2| — 117
U'S'A'. . - . 7'1 o7 - 1.0 ;| - —_ 8.9
Argentine . -1 "1l 54 12 2| — —_ 75
Asia and Africa (ex-| - . 6
cluding  British
Dominions, etc) .| 13 3 8| 20| — 2| 49
Mexico and Central 3
America . go— g — 71— -1 - 14
Total . 485 122 [ 116|110 ¥ 9.2 | 56 ] 1.9 §100.0

DENOMINATIONS OF SECURITIES
Bonds, Debentures, Debenture Stocks, and Notes . . 38 per cent
Preference and Preferred Ordinary Stocks and Shares . 23
Ordinary and Deferred Ordinary Stocks and Shares 39,
100
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THE FIXED TRUST

Thereislittle to suggest that we stand in similar danger
in Great Britain, but it may be remarked that the invest-
ment trust movement in the United States has suffered
considerably by reason of the shortcomings of directors,
and money subscribed in that country for investment
trust purposes has been used in a manner the opposite of
conservative. One of the results has been a reaction by
investorsin favour of afixedtrust, that is, a trust holding
from year to year a number of specified securities, the
securities being varied only under the most exceptional
circumstances. Therefore, the duties of directors of fixed
trusts are largely a matter of the fulfilment of routine.
The fixed trust, which has been introduced into Great
Britain, loses by its limitations far more than it gains.
Anything which could be regarded as areform of invest-
ment trust practice would have to be on the lines of an
increase of flexibility.

A typical example of thefixedtrust in Great Britainis
one formed to hold ordinary shares in some two dozen
British companies, the holder of the fixed trust share thus
being really a shareholder in these companies. Indeed,
the arrangement usually is that the fixed trust issues a
certificate to its shareholders indicating that the trust
holds so many shares of one kind or another on behalf of
the shareholder in the trust, the number of shares varying
according to the amount invested in the trust by the
individual. Such a trust can only be successful if it so
happens that a majority of the shares it purchases are
moderately valued, but inasmuch as thetrust is continu-
ally making purchases, according asit receives applications
for its own shares, the basic principle of thetrust involves
the assumption that the value of the shares purchased
will progressively increase whatever the prices the trust
has paid for them. We all know that accidents happen in
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the best regulated families; there is no industry which is
immune from severe setbacks. The ability to anticipate
changes in prosperity well before they come and to vary
investments presciently isthe life-blood of the investment
trust.

It has been contended that thefixed trust is not really a
trust at all but a "merchandising proposition, pure and
simple." Possibly, the contention is accurate, for as we
have seen in the example given above, the fixed trust
really sells shares in other companies and holds the shares
of those companies on behalf of a purchaser of the trust's
own shares. A point to be noted in favour of the ordinary
type of investment trust companies is that there is an
established financial procedure common to them all, vary-
ing in the degree of successwith which it can be observed,
but having always a conservative tendency in the matter
of the accumulation of reserves. It should be mentioned
also that an investment trust company includes as revenue
only the dividends received from its holdings during the
trust company's own financial year, and that profits made
by the sde of investments are not included as revenue,
being re-invested and the profits on the re-investments
credited in due course to revenue account. The discrim-
ination has no special implications over along period for
the holder of investment trust shares, because the profits
of the company, whether on revenue or capital account,
come to him eventually, either by way of increased divi-
dends, bonuses, or the capitalization of reserves.

The main features of the ordinary type of investment
trust werefully developed in the period from 1871 to 1895,
and therefore we shall have no cause to recur to the subject
when dealing with subsequent years. Our reference to
the fixed trust represents one of those leapings forward
out of the strict bondage of period, a departure which
readers were warned would be inescapable as we neared
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the twentieth century; for the fixed trust was introduced
to Great Britain in 1931. The departure made, we may
record that a year later the ordinary kind of investment
trusts—both English and Scottish—formed a common
organization for the protection and advancement of their
interests, some £300 millions of capital being represented
in the organization. Such an organization clearly has great
power to secure by collective effort the fair treatment of
investors by states and companies, and since subscrip-
tions by investment trust companies contribute sub-
stantially to the success of new issues of capital, Govern-
mental or otherwise, the organization has monitory powers
in this direction also.



CHAPTER XIII

LATER VICTORIAN YEARS: MAINLY OF SINKING
FUNDS AND CONVERSION SCHEMES

THREEPENNY Income Tax—Halcyon days and minor strains—A new
Sinking Fund—Sir Stafford Northcote helpshimself—Treasury Bills
—A sign of inflation—The chilling of Mr. Childers—Mr. Goschen's
Conversion Scheme—His three main things—The measure of success
—A common defect

TURNING now to a consideration of the national finances

in Great Britain during the period under review, the key-

note may perhaps be found in the fact that the Income

Tax in 1873 was 3d. inthe £, or ald. lessthan in 1866. In

the interval between these years the Income Tax had been

as high as 6d. in the £. Proverbially, neither men nor
nationsknow when they are well off, and it might have been
thought from the amount of agitation in some quarters
that a 6d. Income Tax foreshadowed the approaching
end of the world. Indeed, even a 3d. Income Tax was
alleged to be unendurable, and Mr. Gladstone in his Elec-
tion Programme of 1874 suggested the abolition of the
tax altogether. However, Mr. Gladstone was not returned
to power on that occasion. The Income Tax remained; by
twenty years later, that is, in 1894, it had risen to 8d. in

thet .

Whatever may have been thought at the time, those
were really halcyon days, as far as the nation's debt and
taxes were concerned, and whereas most countries, with
more or lessjustification, were adding to their obligations
Great Britain substantially reduced her commitments.
Thus, the National Debt at the end of 1872 was £790
millions, and by the end of 1895 just under £656 millions.
Admittedly, agricultural and trade depression was in evi-
dence from 1876 to 1880; and in 1877 apprehensions of a

132



LATER VICTORIAN YEARS 133

war with Russia over the Near Eastern question caused
alarm; in 1881 came the military disaster at Majuba,
followed by that of Khartoum in 1885. But these were
minor strains compared with what the nation had with-
stood before and was to endure thereafter. Sir William
Harcourt may have been premature by only a few years
when he described economy in national expenditure as
"alost art," but there was not much of which to complain
in the years which were the occasion of his misgiving.
It is true that the national expenditure for 1895 was £15
millions higher than for the year a quarter of a century
previously; but in the meantime the population had
increased by 8%2millions.

A NEW SINKING FUND

The attempt to reduce the National Debt began early,
Sir Stafford Northcote, the then Chancellor of the Ex-
chequer, proposing in 1875 a new form of Sinking Fund.
Since 1829 there had been in operation the Sinking Fund
that had replaced Pitt's wild redemptive scheme. The
1829 Sinking Fund plan, we may recall, merely provided
that a surplus of revenue in any year should be placed to
the credit of a Fund for the redemption of the National
Debt by purchase and cancellation of Stock or by other
means. Actually, between 1829 and 1875 some £50 millions
of National Debt had been reduced, largely by means of
the Fund, or at the rate of somewhat over £1 million a
year. Thiswas not rapid progress. But in the nature of
thingslittle more could be accomplished under the existing
arrangements, unless Chancellors sought not to balance
their Budgets, but by means of taxation to secure substan-
tial surplusesin order to devote them to the Sinking Fund.
What the Sinking Fund had received during forty-six
years had been mostly very small allocations when the
Chancellors found themselves on the right side; it need
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hardly be added that this comforting position was not
invariably reached. Sir Stafford Northcote proposed to
modify the yearly estimates so that a fixed sum would be
available for Sinking Fund purposes, and aso to retain the
old Sinking Fund, the arrangements of which decreed that
any surplus that happened to berealized in any year would
be devoted to the redemption of the National Debt.

SIR STAFFORD NORTHCOTE HELPS HIMSELF

The New Sinking Fund was not to come into operation
until 1878; in that year there was a Budget deficit of
£2,640,000, in the following year one of £2,292,000, and
for 1880 the deficit rose to £2,841,000. The outcome was
that during these three years neither the Old nor the New
Sinking Fund was anything more than a name; the
Chancellor increased the National Debt by borrowing and,
finally, in order to balance his Budget helped himself to
some of the money accumulated in the Sinking Fund.
Fromthat day forward the Sinking Fund hasbeen farcical;
indeed, such an element was never entirely absent from
its composition before the days of Sir Stafford Northcote
and probably never will be. Ridiculously small inrelation
to the volume of the National Debt, the Sinking Fund
is subjected to "raids" from time to time by Chancellors
of the Exchequer, upon whose misappropriations the
stamp of righteousness can always be ingeniously placed.

THE INTRODUCTION OF TREASURY BILLS

Sir Stafford Northcote's claim to be remembered by
succeeding generations rests rather upon his introduction
in 1877 of the system of Government borrowing for short
periods by means of Treasury Bills. Hitherto, short term
borrowing by the Government had been by means of
Exchequer Bills, the origin of which we discussed in
Chapter V. Exchequer Bills, asthey existed immediately
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before 1877, enabled the Government to borrow for terms
of twelve months or longer, but for no lesser period. Fre-
quently, however, the needs of the Government would
have been met by borrowing for shorter periods had the
machinery been to hand, and by doing so Government
finance would have benefited from alower rate of interest.
Therefore, Treasury Bills were created to run for three,
six, or twelve months; these Bills bear no specified rate
of interest, but are tendered for at a discount, the Gov-
ernment accepting the tenders which, on the average,
work out most favourable to itself. But whilst no interest
as such is payable it is easy to s that if the Government
accepts, let us say, tenders at an average of £99 5s. for
Treasury Bills repayable at £100 in three months' time,
the Government is really paying slightly over 3 per cent
per annum for the convenience; similarly, with Treasury
Bills for longer periods.

A SIGN OF INFLATION

Treasury Bills rapidly became established as the pre-
dominant short term security, and the old system of issu-
ing Exchequer Bills was eventually discarded. Treasury
Bills are primarily investments for banks and discount
houses, tenders for less than £5,000 worth not being
considered. If we were to discuss fully the part which
Treasury Bills play in the national economy we should
have to enter into Government Finance and genera
banking practice to an extent not justified by our theme.
But we may remark that whether or no the Government
of the day is pursuing an inflationary policy isindicated
by, among other signs, the amount of Treasury Bills in
existence. No clearer instance of thisislikely to be afforded
than is provided by the years of the Great European War
from 1914 to 1918. The amount of Treasury Billsin exist-
ence at the end of 1914 was£99 millions, fromwhich they
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rose to slightly over £1,100 millions at the end of 1919—
the year after the termination of hostilities. This more
than ten-fold increase of Treasury Bills reflects un-
paralleled, stupendousinflation. Thefiguresfor the next
decade reveal the Government's policy of deflation, the
amount of Treasury Billsin existence at 31st March, 1928,
being £527 millions, rising to £955 millions by November,
1933 as aresult of a phenomenal happening whichwill be
described in the due place. Broadly speaking, deflation
implies the restriction of credit, inflation the expansion
of credit, courses which have a direct bearing upon the
trend of security values one way or the other, and of the
possibilities of which the investor who wishes to safeguard
himself should be aware. We must leave this matter for
the time being and take our way back to 1884, when nearly
all of the Government Debt then in existence could either
be repaid at par without notice or on giving notice of one
year.

THE CHILLING OF MR. CHILDERS—1884

In this year the tendency for interest rates to fall was
aready marked, and the Chancellor of the Exchequer,
Mr. Childers, offered to holders of the Government Stocks
which might be cancelled by the payment of cash new
securities bearing alower rate of interest but which would
be practically of an irredeemable nature. The proposal
was cold-shouldered by the banks, and this would-be
Conversion Scheme has to be set down as a complete
failure. Under these circumstances there would be little
point in discussing what Mr. Childershad in mind, par-
ticularly as where he failed, another was four years later
to achieve overwhelming success. That other was Mr.
Goschen, who besides being a skilful politician was also a
financier of outstanding ability. Additionally, the fates
were kind to Mr. Goschen; in four yearsfinancial temper
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had so changed that there was haste to convert where
there formerly was refusal to do so, and the attitude of the
banks had altered to such an extent that they were
all in favour of accepting less generous terms than those
which Mr. Childers had offered and on which they had

frowned.

MR. GOSCHEN'S CONVERSION SCHEME—1888

I't will perhaps conduce to clarity if we tabulate the
kinds of Government Stocks with which Mr. Goschen
dealt; accordingly the details are set out below—

Amount and
Description

Government's
Right of
Repayment

General Remarks

. £69,000,000
Reduced 3%

I | - £323,000,000
Consd. 3%

I11. £166,000,000

New 3%

V. £34,000,000

—_—

£592,000,000

—————————————

At par, on giving
one year's notice.

Ditto.

At par, without
giving notice.

Total Amount dealt
with by the Con-|
version Scheme of
1888.

This Stock was created
under Mr. Peiham's Con-
version Scheme of 1750.

As the title conveys, orig-
inally a consolidation of
various 3 per cent Annu-
ities. The consolidation
of the Annuities 'took
placein 1752, but further
Issues of the Stock were
subsequently made.

This Stock was created
under Mr. Goulburn's
Conversion Scheme of
1844

Represents various Annui-
ties which the Govern-
ment had power to ter-
minate; for the purposes
of Mr. Goschen's Con-
version Scheme these An-
nuities were regarded
as ordinary Government
Stock.
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His THREE MAIN THINGS

Mr. Goschen remarked when introducing his Scheme
that he had learnt three main things from the history of
past Conversions. " Thefirstisthatitisadvisableto avoid
nominal additionsto capital, asit may cause eventual loss
to the Government, and it would be likely to prevent the
auccess of the Bill in Parliament. Secondly, to avoid
complicated options and not to give people alarge number
of things to decide upon, because they will not understand
them, and if they do they will never make up their minds,
but give them one thing only and they will takeit. The
third is, that guarantees against redemptions or further
reduction in the interest for fixed periods have generally
been appreciated and give stability, something upon which
people can rely." The second of Mr. Goschen's observa
tions, at least in so far as it refers to offering people one
thingandthey will takeit, isclearly an estimate of human
nature which might form the basis of many forms of
activity wherein it is sought to persuade masses of men and
women. It cannot be said that avoidance of nominal
additions to the amount of Government Stock in issue has
been the anxious concern of every Chancellor since Mr.
Goschen; indeed, several of his successors have claimed
that as long as the yearly interest charge of the National
Debt is reduced, increases of the amount of the Debt are
unimportant. |f an addition to the National Debt is of
an irredeemable nature, and if also, by reason of monetary
or other conditions, the interest weight of the whole debt
is unchanged or lower, then the claim to which we have
referred is not without justification, and there is no possi-
bility of eventual lossto the Government. Withregardto
Mr. Goschen's third point, while guarantees against
further reductions of interest may rightly be appreciated
provided the interest guaranteed is adequate, a guarantee
against redemption is by no meansin all cases an unmixed
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blessing. It has to be noted that a stock which bears a
low interest and which has no guarantee of redemption at a
fixed pricewithinaperiod specified standsalwaysin danger
of the emergence of fresh stocks bearing a higher rate of in-
terest and having an equal status. Actually, the Conversion
Loan which Mr. Goschen issued was not irredeemable;
but it could not be redeemed until thirty-five years after
the date of issue when, as it happened, conditions proved
to be such that redemption was out of the question.

THE MEASURE OF SUCCESS

Mr. Goschen offered to holders of all of the securities
mentioned in the table on page 137 a Stock which was to
bear interest at 3 per cent until April, 1889, 2% per cent
from April, 1889, to April, 1903, and 2% per cent from April,
1903, to A pril, 1923, and since no Government in 1923 or
after had used its option to redeem, in 1933 Mr. Goschen's
Consols were still bearing interest at 2% per cent. All who
surrendered their Old Stock speedily and accepted the New
were granted a small bonus, and stockbrokers, bankers, and
others who lodged assents on behalf of their clients before
a certain date received a commission. So successful was
the Scheme that holders of only £11%millions of the total
of £592 millions of Stock involved demanded payment of
cash. The cost of the Conversion Scheme in bonuses,
commissions, extra dividends, and remuneration to the
Banks of England and Ireland was £3,010,000; the imme-
diate saving in interest on the National Debt was £1%>
millionsper annum; afurther £1% millions per annumwas
to be saved when the interest on the Conversion Stock
was reduced from 2% per cent to 2Y2per cent.

A COMMON DEFECT
So trusting was the mood of the time that the Conver-
sion Scheme swiftly caused advances in the prices of all
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British Government Stocks and, to quote a newspaper
of that day, "it almost seemed as if areduction in the rate
of interest was regarded by members of the Stock Ex-
change as a boon to Fundholders, for which they can be
duly thankful, and which would add to the market value
of their property." Nor was such aregard, however irra-
tional fundamentally, soon to be made to appear foolish;
for in 1895 each £100 of Conversion Loan, that is, Stock
the interest on which had been reduced from 3 per cent
to 2% per cent, reached a price of £114 on the London
Stock Exchange. Then was the time for wise people to
have sold, more especially asin only afew years the inter-
est on the stock was to be reduced by £ per cent. Possibly
wise people did so; by 1914 the price of the then
2% per cent Consols had fallen to 70 and some banks were
still busy writing off depreciation on their holdings ac-
quired thirty years before. We have no evidence whether
they were still doing so in 1920 when the price fell to 40.
Conversion hasmuch to be said for it; but boththereligi-
ous and the financial kind have the defect in common that
they tend to take from men an extremely useful element
of scepticism, or more correctly, the capacity for pessi-
mistic forethought.
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TRUSTEE INVESTMENTS—1889 TO 1933

TRUSTEE Investments—The 1889turning point—The Acts of 1893 and
1925—Colonial Stocks—Parliamentary guarantees—Some restric-
tions—The 1925 Committee—Untoward developments—The neces
sity of critical judgment—Possibly a stronger case

T H E subject with which we have next to deal is that of

Trustee Investments, of Stocks and Shares in which it is

legally permissiblefor Trusteesto invest fundswhich come

under their control. It must be said at the outset that
often the terms of the Trust contain restrictive clauses
with regard to the type of security the Trustee is allowed
to purchase, when from one reason or another he wishes
to make an alteration in the disposal of the funds he ad-
ministers on behalf of the beneficiaries of awill or other
settlement. But where no such clauses exist, the invest-
ment powers of the Trustee are determined by the State.

The turning point in the attitude of the State toward

Trustee Investments occurred in 1889; until then ;he

position was extremely simple, the Trustee being only

allowed to invest in 3 per cent Government Stock any
money which became free under his Trust. No choice
whatever was given him. In the year 1889, however,
there was passed the Trust Funds Investment Bill, which
enlarged the area of investments for the Trustee. The Bill

did not include the stocks of Colonial Governments; by

far the most important of the new securities in which

Trustees were given the option of investing were the Pre-

ferred Stocks of all British railway companies that had

paid adividend of not lessthan 3 per cent on their Ordin-
ary Stocks during the two years prior to the date of the
investment. The emphasis upon the status of railway
stocks, subsequently repeated but with greater reserve,
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caused many solicitors and others acting as Trustees to
invest heavily in this type of security during the next two
decades. Some of the minors for whom they acted were
to have cause in later life to regret this exaltation of rail-
way stocks; but so also were some to deplore the down-
ward rush of the price of Government Consolidated Stock,
whichnolessan authority than Mr. Gladstone had proudly
declared to be "the most intelligent thing inanimate."

THE ACTS OF 1893 AND 1925

It was soon felt that the additional powers given to
Trustees by the 1889 Bill were not nearly sufficient, and
so the Bill was followed in 1893 by the Trustee Act, giving
to Trustees a much wider range of stocks from which to
select. Henceforward, Trustee Securities included the
stocks generally of the British Government, stock of the
Bank of England, the Bank of Ireland, those of the Metro-
politan Board of Works, the London County Council,
English water supply companies, of the Corporation of
any municipal borough having a population exceeding
fifty thousand, of any County Council, and certain issues
of the Indian Government and Indian Railways. It is
noteworthy that the stipulation with regard to Home
Railway stocks was strengthened, the new requirement
being that the Company should have paid a dividend of
not less than 3 per cent per annum on the Ordinary Stock
for ten yearspast. Additionally, Trustees were allowed to
invest "in any of the Stocks, Funds, or Securities for the
time being authorized for the investment of cash under
the control or subject to the order of the High Court."
Some of the Stocks added by this last were duplications
of those authorized under other clauses of the Trustee
Act; but all of the Stocks allowable, whether by Act of
Parliament or Rule of Court, were subject to the provision
that the Stocks must not be redeemable within fifteen
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years from the date of purchase. The most important
of the Securities coming under the High Court Rule at
that time were Local Loans Stock,-created under the
National Debt and L ocal LoansAct of 1887. Itisunneces-
sary for us to trace the history of these Local Loans;
they represent expendituresformerly raised out of therates
and now met by Government-sanctioned borrowing on
the part of thelocal authorities. Although certain Indian
Stocks were included in the 1893 Act, no provision was
made for the stocks of Colonial Governments. The omis-
sionwasrectified by the Colonial Stock Act of 1900, which
gave power to Trustees to invest in a number of Colonial
Stocks registered in England.

The Colonial Stock Act remainsin force at the time of
writing, that is, 1933, but the Trustee Act of 1893 was
succeeded by the Trustee Act, 1925. ThisAct, which, like
its predecessor, did not apply to Scotland, does not vary
in essential requirements from the earlier legislation. It
will be sufficient for our purpose, as far as reference to differ-
ences in Scottish law is concerned, to state that there are
certain securities available for trustees in England which
are not available for trustees in Scotland; and vice versa.

THE ACTS FURTHER CONSIDERED

The adding of over £7,000 millions to the British
National Debt between 1913 and 1920 enormously in-
creased the field of Trustee Investments. Thefirst provi-
sion of the 1925 Act is identical with that of the 1893
Act, namely, that atrustee may invest any trust fundsin
his hands "in any of the Parliamentary Stocks or Public
Fundsor Government Securitiesof the United Kingdom."
But it must be observedthat the United Kingdom does not
now, as it did in 1893, include Southern Ireland, which
in the interval had become a "Free State"; neither in
1933 are the stocks of the Southern Irish Government
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accorded trustee status under the Colonial Stock Act, as
are the stocks of the Union of South Africa. Indeed, no
Southern Irish security has trustee status with the excep-
tion of Irish Free State L and Bonds, the interest on which
is guaranteed by the British Parliament, while Bank of
Ireland Stock has been retained as atrustee security, being
regarded as an Irish rather than a Southern Irish Stock,
and independent of changes of Government in one part of
the Emerald Isle. Bank of England Stock remainsin the
1925 Act, and passing over " thereal or heritable securities"
we come to I ndian Government Stocks, the clause concern-
ing which we had better set out in the exact wording.
Trustee statusis given to "India Seven, Five-and-a-half,
Four-and-a-half, Three-and-a-half, Three, and Two-and-a-
half per Cent Stock, or in any other Capital Stock which
may at any time be issued by the Secretary of State in
Council of Indiaunder the authority of any Act of Parlia-
ment, and charged on the revenues of India, or any other
securities, the interest in sterling whereon is payable out
of and charged on the revenues of India."

PARLIAMENTARY GUARANTEES

The next provision is that the Trustee may invest in
any securities on which the interest is for the time being
guaranteed by Parliament. The number of securities
coming within this class is small, in 1933 numbering
thirty-three. Twelve of the securities were on behalf of
Colonies, Dominions, or Protectorates, one for a foreign
Government, six for Home Shipping or Railway Com-
panies, six for Home Industrial or Power Companies, and
the remaining eight for miscellaneous enterprises. Imme-
diately after the War of 1914-1918, the idea of Parliament
guaranteeing miscellaneous securities gained in popular
favour, but areversal of public opinion soon occurred. The
references in the 1925 Act to County Council, Water
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Board, Water Supply Companies, Railways, and Indian
Railways do not call for special comment. The Trustee
Act can be made the subject of retrospective amendment,
as, for example, when it iswished to include an investment
which would otherwise not be covered. Such was the case
with the Agricultural Credits Act of 1928, which author-
ized investment in the debenture stock of the Agricultural
Mortgage Corporation, formed under Government auspices
to assist in the provision of credit for agriculture. The
Housing Acts of 1919 and 1925 also legislatively added to
Trustee Stocks.

RESTRICTIONS ON PURCHASES

A restriction applicable to certain Trustee Stocks is
that where a stock is redeemable within fifteen years of the
date of purchase it must not be purchased at a price ex-
ceeding its redemption value, and if redeemable at a more
distant date at a price not exceeding 15 per cent over par,
or the fixed amount at redemption. It would be well for
the private trustee to consult a solicitor or stockbroker
with regard to this clause and others. The Trustees Act
is couched in pure Parliamentary language, but it .has
hardly theundeviating limpidity of ThePilgrim's Progress.
It may be explained, however, that the price of a stock is
not necessarily above par in the legal sense if it happens
to be above 100. For example, a stock may be quoted at
102 but be entitled to adividend of 2Y2 per cent, or at the
rate of 5 per cent per annum, for the six months preceding
the time when the stock is bought. Under such circum-
stances, the price of the stock isthat which remains after
deduction of the allowance for dividend; in the example
cited the net price would be 9%

THE 195 GOVERNMENT COMMITTEE
The provisions of the Trustee Act are from timeto time
subjected to criticism by those interested in money affairs;
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in deference to criticism a special Government Committee
was appointed in 1925 to review the position with regard
to Trustee Securities. The principal conclusions of the
Committee were that the range of Trustee Securities should
not be enlarged, and that the Securities should receive
their status in future directly by public genera statute,
and not partly by local and private Acts. Itisevident, in
view of the large additionsto British Government Debt as
a result of the European War, that the argument that
Trustee Securities should be increased because of an exist-
ing scarcity was not one which could be substantiated.
The Committee rightly remarked that to make consider-
able additionsto Trustee Securities might reduce the value
of the Trustee Securities already in existence. The fact
that the Supreme Court had power to increase Trustee
Securities theoretically removed from the complete con-
trol of Parliament the rate of increase in the Trustee type
of security. Actually, no such danger had arisen from the
Court's power, which had been sparingly used. Neverthe-
less, the Committee's recommendation that the authorized
range of Trustee investment should in future depend
directly and solely upon statute was a sensible suggestion
of unification.

UNTOWARD DEVELOPMENTS: HOME RAILWAYS
AND AUSTRALIA

The recommendations of the Committee with regard to
placing Trustee Investments under a single statutory
control were not immediately acted upon, but the Govern-
ment endorsed the Committee's opinion that additions to
the categories of Trustee Investments were unnecessary
and undesirable. Not all of the critics were satisfied with
the decisions of the Committee, and as it happened the
hands of the doubters were strengthened by developments
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in connection with two clases of Trustee Securities—
British Railway Stocks and those of Australian States and
the Australian Commonwealth. In 1931 the London &
North Eastern Railway failed to pay full interest on a
junior preference stock, and the whole of its fixed interest
securities lapsed from trustee status; but although the
Southern and Metropolitan Railway Companies failed to
pay the prescribed 3 per cent on their Ordinary Stocks the
prior stocks of these companies were retained in England
as Trustee Investments, but not in Scotland in the case of
the Southern. It stood revedled that the endeavour to
retain certain British Railway Stocks as Trustee Invest-
ments was putting a severe strain on the original concep-
tion of the Trustee Act, and especially was it remarked
that the London, Midland & Scottish 4 per cent Preference
Stock wasbeing retained as a Trustee Investment, although
the dividend had not been actually earned. It is not
surprising that extraordinary facilities were given whereby
Home Railway Stocks might retain their Trustee position.
Railways were for long one of the most cherished material
possessions of the British Isles, and their stocks held,by
tens of thousands of investors, many of humble means.
If it had been possible in 1893 to foresee the effect upon
the railways of road competition, then the inclusion of
Railway Stocks as Trustee Investments might have been
more cautiously undertaken. The relating of trustee status
to the payment of Ordinary dividends seems to deserve
disapproval under any circumstances; for the maintain-
ing of Ordinary dividends in order to retain that status
might lead to payment in dividends of moneys which
should be placed to Reserve.

TRUSTEES AND THE CRITICAL FACULTY
So far as Australian Government Stocks are concerned

it is possible that the indiscriminate granting of trustee
11—(C12)
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status to them may have led to excessive borrowing on the
part of this Dominion; for the Trustee Stocks of the
Australian Commonwealth and States were in 1933 seven
times the amount of the Trustee Stocks of Canada. The
temporary defaults of Australia produced the admission
that the British Treasury had no control over Dominion
borrowers and that, excepting by means of special legis-
lation, aColonial Stock cannot beremoved fromthe Trustee
List even thoughitsinterest isnot paid. It must be com-
mented, however, asfar as Australian financial excesses are
concerned, that it is unreasonable to argue that because a
stock is classified as a Trustee Security, trustees are not
to exercise their critical faculties, or, at any rate not to
seek the aid of the critical faculties of investment experts.
Trustee Securities which were aso Australian Govern-
ment Stocks were for years eschewed not only by trustees
but by many investment trust and insurance companies.
So, too, with Home Corporation Stocks. Itistruethat
granting of trustee statusto the stocks of corporationswith
a population of 50,000 or over seams to be a rather loose
procedure in the absence of some additional safeguard
more precise than contained in the Municipal Corporation
Act of 1834, passed half a century before the extension
of Trustee Securities. But here aso the trustee must
exercise his own or make use of other peopl€e's judgment.
He should be aware that the standing of one British cor-
poration is not inevitably as good as that of another,
although as a matter of fact untoward events have hardly
ever proved the contrary. It should be noted, too, that
the tendency is for private judgment to be usurped by
collectivejudgment embodying wider experience; trustee-
ships pass more and more into the hands of the Public
Trustee, banks, and insurance companies; the Public
Trustee alone having responsibility in 1933 for over 28,000
trusteeships of atotal value of nearly £314 millions.
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POSSIBLY A STRONGER CASE . . .

Possibly, in spite of the large number of Trustee Invest-
ments already available, there is a stronger case for widen-
ing the field of Trustee Securities than was conceded by
the 1925 Committee; yet clearly the error of too rigid
exclusion is much to be preferred to the one of too generous
inclusion. It hasbeen said responsibly that it isanomalous
to exclude building society shares from trustee status, as
it is to exclude securities of the soundest industrial con-
cerns. But building societies have their ups and downs
and their periodical crises, and they may vary their rate of
interest at any time. We might givethebuilding societies
securities an honour in fair weather which we should regret
having given in foul. With regard to industrial companies,
well, there was a commercial crisisin 1929 and for severd
years afterwards which might give us pause on this point.
By the test of ability to meet obligationsin all the chang-
ing scenes of life, we should have to bestow the trustee
accolade on the stalwart shares of catering, coal mer-
chanting, and retail chemist companies. It would be
making an enticing distinction for the sake of adubitable
gain.



CHAPTER XV

THE FINANCIAL CRISES OF 1890 AND 1893

COMMERCIAL and financial crises—The happenings of 1890 and 1893—
Excessive capital issues—The South American shadow—Argentine
flotations—Running up land values—Issuing houses—The commit-
ments of Baring Brothers—The storm breaks—Concerted action by
the banks—A guarantee fund—A sharp distinction—The 1893
agreement—And the 1896 non-fulfilment—Running and reading—
Troublein Australia

COMMERCIAL and financial crisesrecur with such apparent
regularity that some persons have ascribed the phenomena
to the operation of divine ordinance, and have claimed
that the celebrated dream of Joseph contains a lesson
applicableto all history and to all that will become history.
Others of a different turn of mind have related sun-spots
to business depression and have aleged that the appear-
ance of the former is swiftly and inevitably followed by
the development of the latter. Mundanely disposed per-
sons such as ourselves, however, travel a matter-of-fact
road, and for us the occurrence of widespread business
inactivity is mainly the result of imperfect knowledge
of the laws of sensible living or the breaking of those laws
which are fully perceived, but which it is inconvenient to
observe. The consequences of these limitations of vision
or deficiencies of conduct become more serious as the
world grows complex, as capital flowsfrom one nation to
another, and as trade between the nations nets itself so
as to be inextricable, save by violent dissociation.

So far, athough a reference to acute commercial depres-
sion occurs early in this book no single chapter has been
devoted to that subject or to the allied one of a financial
crisis. Naturally, prolonged commercial depression pro-
duces financial difficulties both for Governments and for
individuals; we shall have more to say upon this when
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we are nearing the end of our inquiry. Butfinancial strain
can proceed from a purely financial origin; it iswith two
expressions of this type of crisis that the pages immedi-
ately ensuing are concerned. They are, perhaps, not major
crises, although at least one was declared to be so at the
time, and the moral to be drawn from them is not solely
an investment one. Nevertheless, both crises produced a
sharp fall in the quotations of Stock Exchange Securities,
and, since the well-armed investor is he who can gauge the
approach of fallsaswell as of rises, we must see if we can
make one or two lessons plain to h| m from the happenl ngs
of 1890 and 1893.

THE SOUTH AMERICAN SHADOW

It was evident in 1888 to anyone who cared to look at
the facts that trouble was brewing; in that year £160
millions of new capital issues were made in London,
followed in 1889 by new issues to the extent of £190
millions. The power of the Home Market to absorb new
offers of capital had been competently estimated at that
time as from £100 to £120 millions per year; therefore, it
must have been the case that large amounts of the new
capital placed in 1888 and 1889 had passed into the hands
of persons who would have to get rid of their holdings at
no distant date; some of these persons were only waiting
the first opportunity to snatch premiums on their shares
when the Stock Markets were burnished into sufficient
glamour to trap the unsuspecting. Capital chiefly flowed
during these two years into various South American
shares, home brewery shares, and the shares of mining
companies, principally those engaged in North America
and Africa. The sum subscribed for mining ventures in
1888 was£52%2millions, and in 1889 £41 millions, figures
which show that the speculative spirit was riding high.
That the authoritieswere well aware of the dangers which
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threatened is plain from the fact that the Bank Rate at
the opening of 1890 was 6 per cent, to which it had been
raised in the November preceding, comparing with an
average of just over 3%zper cent for the whole of 1889.

Possibly, the dearness of money diminished the specu-
lative fever in Britain; but in January, 1890, the shadow
thrown from a conviction that South America and especi-
ally Argentina had over-borrowed began to deepen over
the Stock Exchange. Then, too, Brazil had had arevolu-
tion a few months before and was now in the throes of
riotous finance, astate of affairswhich naturally increased
the feeling of nervousness in London.

ARGENTINE FLOTATIONS

Argentina had been growing in British estimation for
nearly a decade, ever since she abolished internal customs
dues between her various constituent States and had
accomplished some measure of practical federation. Gen-
eral Roca, the then President of the Republic had in 1880
made Buenos Aires the chief place of revenue collection,
the revenues there collected being apportioned to the needs
of the Republic as awhole. The step was one which knit
the States more closely together and enhanced the power
of the National—that is of the Central—Government of
Argentina. But the Provincial Governments were still
left with extensive financial powers, and we find in 1890
that not only had the National Government contracted
loans, fourteen Provincial Governments had aso borrowed
internally and externally and had printed a vast amount
of paper money, the backing of which was less than
hypothetical.

In 1880 Argentine securities to the face value of £40
millions had been floated in Great Britain and other
European countries, an amount which has to be related
to Argentina'stotal population, at that time between four
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and five millions. Emphasis was put, however, not upon
population, but upon the 1,153,000 square miles of Argen-
tine territory and upon all the hopeful possibilities of a
young country, potentially a rich agricultural producer.
As far as Argentina's external debt was concerned, the
amount at the beginning of 1890 was about £22 millions,
afigure which does not lend itself to pronouncedly adverse
criticism; withregardto domestic finance, avery different
story has to be told. In 2% years approximately £38
millions had been advanced on mortgages on land, these
mortgages, or cedulas, as they were called, being issued
with the approval of the National and the Piovincial
Governments. The result of assigning afictitious value to
land and making liberal loans on the basis of the fictitious
value was the continuous issue of paper money and a
genera condition of inflation bringing about rampageous
risesin prices of commodities.

THE LONDON ISSUING HOUSES

It is desirable, in order that the subsequent turn of
events in London may be the better appreciated, to set out
at this stage particulars of issues of Argentine securities
of amounts of £1,000,000 and over, handled by London
firms in the eighteen months to the end of 1889. The
details are set out in the table on page 154.

THE COMMITMENTS OF BARING BROTHERS

The word "handled" was used in the introductory sen-
tence relating to the table because the £5,000,000 Loan on
behalf of the Buenos Aires Water Supply and Drainage
was not successfully launched; the failure betokened the
imminence of storm. It will be noticed that the firm of
Baring Brothers was specialy involved in Argentina;
indeed, much more heavily than appears from the calcu-
lated figures of issues, because as merchant bankers the
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ARGENTINE ISSUES OF OVER £1,000,000. MID-JUNE, 1888-

END 1890
ot London
Description Amount Issuing House
Argentine Government 4%% Loan| 3,442,000 Baring Brothers
Buenos Aires Water Supply and
Drainage - 5,000,000 N N
Buenos Aires Western Rallway 2,500,000 . W
Ditto 4% Debentures . 1,000,000

City of Buenos Aires4¥% Loan | 1,716,000 o
ArgentineNorthern Central Rail-

way 5% Bonds . 1,133,000 |C. de Murrieta and Co.
Province of Entre Rios 6% Loan 1,164,000
Cordoba Central Railway. .| 2,342,000 7 2
Argentina North Eastern Rail-

way . . 1,020,000 | Antony Gibbs & Son
City of Buenos Aires 6% Loan 1,306,000 L. Cohen
City of Rosario 6% Loan . 1,021,000 Heinemann

firm carried on an extensive discounting of billsin connec-
tionwith Argentinetrade. Astheissuing house most con-
versant with the actual state of affairsin Argentina, Baring
Brothers were subjected to much criticism from conser-
vative quarters in the City, it being alleged that the best
service Barings could have rendered both to the British
public and the Argentine Government was to have refused
to attempt to float Argentine issues until the Argentine
Government had at least shown some appreciation of the
realities of the situation. This may have been counsel
of perfection; but certainly what happened afterwards
addedtothe City'sesteem of the critics. Not many months
of 1890 had elapsed before it was evident that the Argen-
tine Government could not meet its guarantees on external
railway and other loans, prices of Argentine securities
tumbled violently in London, and in Argentinaitself the
officially instigated gamble in land collapsed.

It soon became known that Baring Brothers were in
difficulties, with total liabilities of £30% millions, but
with assats which, if they could but be realized, were
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estimated to have a value of £33% millions, the surplus
over liabilitiesbeing thus£3 millions. The main source of
danger was in the acceptances of Baring Brothers, which
amounted to £15¥%a millions; in order to deal with these
the Bank of England initiated concerted action by the
great banks generally, and a guarantee was provided, the
sum actually covered by this Fund amounting to £17
millions.

BARING BROTHERS AND OVEREND, GURNEY—
A SHARP DISTINCTION

The guarantee, at first for the full and then for areduced
amount, was continued until January, 1895, when the
guarantors were released. Before the crisis in connection
with Baring Brothers actually came to a head, the Bank
of England had strengthened its gold reserve by £4%
millions, of which £1% millions had been obtained by the
sale to the Russian Government of Treasury Bonds held
by the Bank; the other £3 millions represented a gold
loan from the Bank of France for three months at 3 per
cent, with the option of renewal for afurther limitedterm.
Renewal was not required and the gold was shipped back
to France.

The Baring crisishad been termed a"rich man'scrisis/'
and so in asne it was; for it appeared that the principal
difficulty, apart from the question of meeting Barings'
acceptances, was that many underwriting and similar
institutions had large amounts of securitiesin their posses-
sion which they were unableto sell tothe public at aprofit
or even at cost price.

That the confidence of Baring Brothersin Argentinawas
not altogether misplaced is shown by the recuperation
withinafew yearsof both Baring Brothersand Argentina.
Certainly a sharp distinction must be drawn between the
Overend, Gurney crisis of 1866 and the Baring crisis of
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1890. Baring Brothers committed errors of financial policy;
the directors of Overend, Gurney had to thank the notions
of justice prevailing in the 'sixties that they escaped the
savage sentences which were then meted out to humble
persons, whose financial misdemeanours were slight.

THE 1893 AGREEMENT—AND THE 189%
NON-FULFILMENT

The story of the Argentine financial excesses would not
be complete without some reference to what happened
to the holders of Argentine securities. In 1893 acommittee
of English creditors under the Chairmanship of Lord
Rothschild made the offer of athree years' moratorium to
the Argentine Government, subject to certain conditions,
the most important of which was that a specified amount
of the paper money then in existence should be retired
each year. Interest payments on the Debt were to be
resumed at the end of the three years. The Argentine
Government accepted the proposals with alacrity, as it
might well do, the Government being in an awkward
corner and the offer of the Rothschild Committee a reason-
able one. Nevertheless, while the Argentine Government
gladly accepted the period of grace, it did not retire the
paper money as agreed, and neither was it willing at the
end of three years to pay the full rate of interest on its
loans, proposing instead a permanent reduction of the
rate. This being so, the Report of the Corporation of
Foreign Bondholders for 1896 included among the loans
then in default the subjoined melancholy items—

; Principal I nter est

Argentina Outstanding Arrears

Provincial Loans L 20,30{,000 5,685,000
Municipal Loans . . . 2,452,000 743,000
Provincial " Cedulas" . . .| 13.697,000 2,330,000
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Eventually a fresh arrangement was made to the glory
of the Argentine Government and the discomfiture of the
English bondholders.

It is said that he who runs may read; certainly those
who ran after Argentine securities in the early 'nineties
had something over which to ponder. There have been
honourable exceptions; usually, however, the lender who
hopes that an agreement made by a defaulting country to
recompense him at afuture date will be carried out strictly
in accordance withthe original termsislikeunto thelover,
and insufficiently allows for the cooling effects of Time.

BANKING TROUBLES IN AUSTRALIA

Only two years passed after the coming to ahead of the
Argentine crisis when financial trouble developed in
another young country; in 1893 thirteen Australian banks
suspended payment with total liabilities of £104 millions,
or about half the total liabilities of all the Australasian
banks.

It was estimated that over £40 millions of the deposits
affected represented British money which had flowed to
Australiain response to the tempting baits of highinterest.
So anxious were the banks to obtain deposits that in some
cases commissions had been paid to secure them. The
banks were confident that they could pay a high rate of
interest and yet re-lend profitably. But to base rates of
interest for banking loans on the potential riches of a
young country is to under-estimate the difficulties which
usually attend development, and unintentionally to
capitalize disappointments and delays.
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WE END OUR SURVEY OF THE 1871-1895 PERIOD

AN event of 1878—Currency developments—The monetary genius of
Britain—The Gold Standard—In aminor key—Therailway array
—Dull directors and dishonest—Shareholders pride—Walter
Ba%ehot'sinquiry—.]ohr] Stuart Mill on the export of capital—An
inkling—Further reflections on theflow of capital—Giffen's estimate
—Overseas securities in 1893—Christmas, 1895

LEST some one should otherwise kindly inform us that
Professor Bell and Colonel Reynolds demonstrated the
possibilities of the telephone to Queen Victoria on 14th
January, 1878, we hasten to assure him that we are well
aware that this happened. Admittedly, the use of the
telephone has had an enormous influence upon investment
and more upon speculation; but so, for that matter, has
it had upon many other things connected with the "daily
round, the common task," which, accordingto the revised
version of an originally dreary couplet "ne'er furnish all
we need to ask." In other words, it would be impossible
to touch upon all of the events and foreshadowing of
eventswhich, in one way or another, have arelation to the
uses to which men put their money. Nevertheless, before
we end our survey of the 1871-1895 period with alittle
philosophizing we may make the picture more agreeable
to the eyes of those who abhor sackcloth simplicity, for
whom enough is by no means as good as a feast.

CURRENCY DEVELOPMENTS: THE BRITISH
MONETARY GENIUS

Taking currency developmentsfirst, we may record that
in 1871 Germany relegated silver to a subsidiary position
and accepted a gold standard, a course which was followed
in 1872 by Sweden, Norway, and Denmark, and between
1872 and 1880 by other European countries, including

158



WE END OUR SURVEY OF 1871-1895 159

those of the so-called Latin Union; thusthere was awide-
spread approximating to the monetary system which
Britain established for herself in 1816. The movement
in favour of goldwas significant, emphasizing asit did, not
alone the merits of the metal, but also the monetary genius
of Britain whose rise as an investing nation was largely
an outcome of her early perception of the basis of sound
money and of that expression of her island temperament
which led to an adventurous use of the power of credit.
Whilst the monetary position of the United Statesin the
'seventieswasill-defined, paper money playing aprominent
part in her currency, it can be said that since 1834 gold
had been gradually rising to supremacy in the nation's
currency arrangements. An attempt was made in the
United States during 1893 to dethrone gold, or rather to
giveit aconsort, but the" bimetallist" agitation on behalf
of a double monetary standard died down, its demise
being hastened by the melodramatic manner in which
fallacious theories were expressed. The widespread
acceptance of a gold standard does not ensure stability
to the value of securities, not even to those guaranteed by
powerful Governments; but for capital, as for commerce,
the gold standard is a unifying factor lessening the area
and the depth of possiblefinancial disintegration. Adher-
ence of countries to the principles of the gold standard
must be held to have fostered the great expansion of
investment which was so marked afinancial feature of the
early part of the twentieth century.

DULL DIRECTORS AND DISHONEST

The next item on our agendaisin aminor key, namely,
a consideration of the possibility that some opponent of
the capitalist system will take usto task if wefail to men-
tionthat the British Parliament in 1877 contained no fewer
than 176 Railway Directors, all primed to defend in that
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Assembly the "vested" interests of Railway Companies
and their shareholders. It is true that the directors of
Railway Companies in those days were more expected to
exert their "influence"” in their county and in their nation
than they were to have any valuable knowledge of railway
administrative problems. As a matter of fact, however,
although the persistently heavy advocacy of the claims
of Railway Companies may have been specialy desirable
in those days of pedestrian Parliaments, the Railway
Companies were later to suffer by reason of the tradition
of directorial dullness which they had created.

It was not merely the Railway Companies which went
astray. Directorships of other companies were frequently
obtained without real working qualifications in the Vic-
torian dog-days. The man of titlewhoiswilling to decor-
ate prospectuses of semi-fraudulent companies with his
name and be a decoy for the uncritical investor has been
with us since a rank breeze blew from the South Sea;
under the designation of "guinea-pig" his vices are set
forth in all dictionaries of any pretension. But the sin of
dishonesty among directors in the times where we now
find ourselves was neither as common nor as financially
dangerous as the virtue of mediocrity, which few thought
fit to pillory. Aslong as Britain had special advantages
in the pursuit of foreign trade and her companies the vari-
ous privileges which come from being first in the field,
the absence of first-rate men at the head of her industries
was not a serious matter to the country as a whole or to
the investing classes. But as competition increased be-
tween nation and nation, and company and company, So
it became evident that the fashion of ornamenting the
Board Room would have to go out with the antimacassars;
and for the same reason. Reposing on chairs was not in
accord with the exacting demands of a strenuous age.

It must not be thought that directorial cupidity and
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stupidity were entirely to blame for the tendency of
companies to become organizations with neither a body
to kick nor asoul to curse and, it might be added, abrain
to think. Where shareholders in a concern are mostly
working partners and sleeping partners the exception,
there the personal element in business is pronounced.
But if a shareholder is without pride in a company, is
interested only in the dividends he receives, and is prepared
to change quickly from a share in one business to a share
in that businesss rival if the action is likely to swell his
bank balance, then, if intellectual apathy can be charged
against directors, moral apathy is the deadly sin of many
shareholders. It will be recollected that this was a danger
foreseen by thinkers centuries before.

WALTER BAGEHOT'S INQUIRY

Walter Bagehot had asked " How can a soul be a mer-
chant ?" but so far no one had made a similar inquiry with
regard to the investor. The ethics, the philosophy, and,
indeed, the physical science of investment were but little
the occupations of the Victorians, who were chiefly con-
tent to receive, and when receipts declined in one direction
to offset them from another, compensating opportunities
not being lacking. John Stuart Mill had declared, with
regard to investment abroad, that "the exportation of
capital is an agent of great efficacy in extending the field
of employment of that which remains. and it may truly
be said that, up to acertain point, the more capital we send
away, the more we shall possess and be able to retain at
home." He probably had most in mind that the develop-
ing of other countriesby British capital made available to
the British manufacturer cheaper and more varied raw
material s, and ensured ampl e supplies of food to therapidly
expanding British population. But British capital was
serving other purposesaswel | ; it was being used to develop
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foreign and colonial industries which were to prove serious
competitors with the industries of Britain, competitive
at first in particular areas and then throughout the world.

UNEMPLOYMENT IN 1878

An inkling of what was happening dawned upon many
British business men in 1878, ayear in which the percent-
age of wage-earners unable to obtain work was higher than
at any time since the Napoleonic Wars. But there was
no disposition to urge that the export of capital should be
supervised so that it could be related to the wisest concep-
tions of the needs of the national economy. Dissatisfaction
with business conditions in that year took the form of
criticism of Free Trade, and pressure was brought upon the
Government to reconsider the whole question of tariffs.
But it was already a dogma with the City that a country
which isagreat lender must be willing to receive without
hindrance the goods of those countries to which she has
lent capital, since by so doing the earning of interest and
the eventual repayment of the loans are facilitated. It
was a point of view which was to command the direction
of fiscal policy for another fifty years, and its abandon-
ment then represented not so much a change of heart on
the part of the City, as areluctant yielding to a combina-
tion of circumstances necessitating the defence of the
nation's currency through the restriction of her imports.

FURTHER REFLECTIONS ON THE FLOW OF CAPITAL

The flow of capital abroad might perhaps have been
better directed, but alittle reflection shows that nothing
could have been gained in the long run by restricting
capital investment to within the home country. The
development of competing industries abroad would not
have been prevented. Capital for that purpose would
have been forthcoming from elsewhere; the trickle might
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have been slower and thinner, but the ultimate result
would have been the same. Nor can there be any doubt,
in view of the haphazard way in which population then
grew, that the food requirements of Great Britain neces
sitated the financing of suppliesfrom abroad; but it is cer-
tainly an open question whether British agriculture need
have been so nearly ruined in the process as it was. The
Royal Commission of 1893 stated that agricultural values
had diminished by one-half since 1875. Manufacturing
industry had experienced no such setback in the period.
It was the case that in the early 'nineties the rise of Ger-
many and the United States as manufacturing countries
had become marked, and in 1890 Britain lost first place
as an iron-producing country. Nevertheless, the depres-
sion of the late 'seventies past, exports of British manu-
factures expanded; the course was irregular but exports
for 1895 were £32 millions higher than for 1878, and net
imports, that is, imports after allowance for deduction
of re-exports, had increased by £40 millions.

BRITISH CAPITAL ABROAD IN 1885 AND 18%

We may note that Giffen estimated British capital
abroad in 1885 as £1,302,000, and other estimators, basing
their calculations on Giffen, have concluded that the
amount of British capital invested abroad in 1895 was
£1,600 millions. We regard this figure as an under-estimate
and think that the amount was over £1,700 millions. How-
ever, taking the smaller figureof £1,600 millions, British
capital abroad increased in the ten years by £298 millions.
Exportsin 1895 were only £13 millions higher than those
for 1885. Modifying facts have to be taken into account,
including that only part of the £298 millions was effective
at any time during the ten years and during several years
less than half. Further, the Index Number of Wholesale
Prices for 1885 was 96, and for 1895 it was 83. If we were

12-(Cxa)
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to make abroad allowance for the fall in prices, asreveaed
by the Index Numbers, then exports in 1895 would be
£46 millions higher than in 1885. Even so, the benefit of
the British export of capital upon the export of goods
during this period still does not seem an overwhelming
one, although we must not overlook the advantage to
home industry of the increase in receipts to British
investors from interest on their investments abroad, an
increase which, in spite of defaults, cannot have been
less than £12 millions per annum.

AN ANALYSIS OF OVERSEAS SECURITIES IN 1893

It will be seen from the table given herewith of the
Overseas Securities quoted on the Stock Exchange at the
beginning of 1893, that the amount there shown as actually
subscribed for foreign industrial companies formed a small
proportion of the whole; but plainly much dse of the
money was spent in making transport and other conditions
propitious for industrial development. The assumption

OVERSEAS SECURITIES QUOTED ON LONDON STOCK EXCHANGE,
JANUARY, 1893

{Thefiguresrepresent the par value)

Colonial Government Securities . . . 225,000,000
Foreign Government Securities . . . 525,000,000
Colonial & Foreign Corporation Stocks . . 20,000,000
Railways in British Posessons -« . . 75,000,000

- ., India o . 65,000,000

» » United States . . . 120,500,000

N ,» Other Foreign Countnes . . 127,500,000
Banks operating abroad - . . 50,000,000
Foreign Breweries .. . 3,500,000
Gas Companies operating abroad . . . 6,500,000
Iron . . . 500,000
Land and’ Mortgage Compames . . . 100,000,000
Tea Companies . L. . 2,500,000
Telegraph Companies . 10,000,000
Waterworks Compamesoperatln ) abroad. ! 3,000,000
Tramway Companies oper ating abr oad . 4,000,000

Miscellaneous Companles—Colonlal and Fore|gn 30,000,000
£1,368,000,000
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must not be made that all overseas securities subscribed
and, so to speak, still living, were represented by Stock
Exchange quotations; nevertheless, the percentage exclu-
sion may be regarded as small. A more important consid-
eration is that to the total of quoted British overseas
investments at thistime should be added banking deposits
held abroad on behalf of Britons, representing, let us say,
£50 millions, and privateinvestments of some £250 millions,
making the total of British overseas investments in 1893
round about £1,668 millions.

WE ARRIVE AT CHRISTMAS, 18%

In the next period of our survey we begin to hear the
challenge of new industries; already in 1883 the artificial
silk industry had begun to stir. There were as yet few
signs of large industrial amalgamations; exceptionally,
the Salt Union was building up asystem of control of pro-
duction and distribution, subsequently to become a gen-
eral movement in British industry. But from the early
‘eighties onwards absorption of small banks by large was
markedly in evidence.

So we arrive at Christmas, 1895, fourteen years after
Cecil Rhodes had formed his Chartered British South
Africa Company, the time of "Jameson's Raid." Histo-
rians must pronounce upon the rights and wrongs of this
famousincident; but all men know that it did not produce
peace and goodwill: and what followed the Raid was to
add £150 millions to the National Debt.
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IT wason aVictorian summer's day that ageneral visiting

cadets' quarters at Woolwich was aimost overcome by

the sight of flowers and pictures in some of the rooms;
such ornaments were sentimental and superfluous, un-
worthy of those about to become soldiers and gentlemen.

He voiced his indignation in a report upon which we

happened to light while searching through Government

papers to get information for this volume. Regrettably
the generd's thunder came to us rather late; for our
labourswere then well advanced. Nevertheless, we applied
the moral to ourselves as drastically as we could. The
lesson we drew was that we should not indulge in period

decoration. Consequently, the years from 1896 to 1913

will be sparingly dealt with, receiving only one chapter of

treatment.

It must be confessed that martial tones heard from the
fleeting past are not the sole influence in bringing us to
thisdecision; thereisthe additional consideration that we
have by this stage of our journey touched upon many in-
cidentswhich tend to repeat themselveswithjust thelittle
difference needed to make history. Weshould gainlittle by
going over similar ground again, even though we were
moving forward. Therefore, even factsassubtly flavoured
as the discovery by China of the delights of foreign
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borrowing or as crude as the American financial frenzy of
1907 come merely in the category of our unconcern.

FROM 18% TO 1900: THE "HORSELESS CARRIAGE"

The last five years of the nineteenth century were not
of a kind wherein constructive financial criticism was
given much heed, although in 1900 the Companies Acts
were once more tinkered with. Activities on the Stock
Exchange during these five years were both feverish and
unsavoury. Not all of the factors contributing to the fever
were of a reprehensible kind; for example, we cannot
condemn the stimulus provided by new inventions. These
were the early days of the "horseless carriage," and pre-
sumably people who risked their money in the first motor-
car companies rendered a service to mankind. A curious
feature of the timeswas the amount of new capital supplied
to brewery undertakings, £36 millions being subscribed
in the two years 1896 and 1897—in the latter year £8
millions more than was subscribed for Foreign Loans and
£2v2millionsmorethan for homeindustrial manufacturing
companies. The esteem in which brewery company shares
were held can be seen from the fact that in 1896 Guinness
shares rose from 490 to nearly 700.

Rigs, corners, and manipulations generally were the
order of the day, the month, and the year. Some news-
papers strove hard to protect the public from exploitation,
but although it was a period of great City Editors, corrup-
tion of the minor financial journalist was extensive; for
a consideration shares were recommended in the Press or,
at least, adverse comment withheld.

"EXCLUSIVE" INFORMATION: SOUTH AFRICAN
MINING SHARES

The man with any experience of the financial world
will suspect that something of this kind is always going
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on, as he will dso that in a large number of cases the
"exclusive" information concerning the alleged good
fortune of a company which adorns the financial columns
of the Press has not been supplied from the purest of
motives. His doubt will not be removed although the
financial writer may obviously have penned the news in
proud consciousness of being a recipient of disinterested
confidence. We feel no call to linger over the common-
places of human frailty; yet we should set down that in
one direction the manipulation of prices in the 'nineties
became more than a local menace. The market value of
the shares of forty-one South African mining companies
in 1895 was nearly £122 millions; by April, 1897, it was
scarcely athird of thisfigure. An explanationwasrequired
and a dangerous one was to hand. "And now," com-
mented The Economist, "shareholders are being told that
their losses have arisen amost solely from the hostility
of the Boer Government and the repressive character of
the taxation which is throttling the industry; that, in
fact, there will be no improvement until those who are
anxious to plunge the Transvaal into war have their way."

BRITISH ATTITUDE TO FOREIGN DEBTORS

The resentful comment was justified, even though the
riches of some of the South African mines proved to be
greater than had been anticipated by the most sanguine,
and though pin-pricking by the Boer Government did
take place. But Egypt, the Transvaal, and a few lesser
instances notwithstanding, the connection between British
foreign policy and the claims of British stock or share
holders has been on the whole of a milder kind than is
sometimes aleged by those who have studied the subject
from the angle of pre-judgment. Indeed, generally spesk-
ing, the British attitude to the debtor overdue with his
payments, whether that debtor be of home or of foreign
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nationality, has been one of a restraint carried to the ex-
tent of generosity. It may be observed, as bearing on this
matter, that in 1897 the executive of the Corporation of
Foreign Bondholders was subjected to severe criticism
by some of the Corporation's supporters on the ground of
an allegedly too lenient treatment of defaulting foreign
Governments. Conceivably, what was deemed to be
excessive leniency proceeded from a clearer recognition
by the executive of its own responsibilities and powers
than was palpableto outsiders. Bethat asit may, the City
asawhole expressed its approval of the conciliatory policy
which the executive pursued.

1896 TO 1913: A PROSPEROUS PERIOD

Apply any test you will and the period from 1896 to
1913 is revealed as one of almost startling prosperity.
Deposits in joint stock banks increased by more than 50
per cent, the number of joint stock companies rose from
19,400 to 60.700, and the paid-up capital from £1,026
millions, to £2,425 millions. Exports of the produce of the
United Kingdom increased from £226 millions to £525
millionsand re-exports of imported produce nearly doubled
in amount. Despite the Boer War the total National Debt
by 1913 had been reduced to afigureamost identical with
that of 1895; in 1913 subscriptions of new capital reached
£248 millions, or nearly £100 millions more than for 1896.
This prosperity is traceable to a variety of causes, but
the great surging impulse was the increase in the world's
output of gold from lessthan £41 millionsin 1895 to £97%
millions in 1913, an increase which led to expansion of
credit and currency and a consequent upward drive of the
purchasing power of large numbers of people. Therefore,
excepting for a few temporary recessions, the period of our
present consideration was one of rising prices stimulating
trade activity. Sauerbeck'sIndex of Food Prices for 1895
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was 64, and for Raw Materials 60. The corresponding
figures for 1913 were 77 and 91, indicating that during the
eighteen years food prices rose by approximately 20 per
cent, and raw materials by 50 per cent. It can be said
for all practical purposes that wages kept pace with the
increase in the cost of living; indeed, from 1896 to 1903
the real value of wages slightly advanced.

COMMODITY PRICES AND SECURITY VALUES

The effect of arise in commodity prices upon stocks and
sharesisto cause afall in the value of fixed interest secur-
ities and fixed dividend shares, since obviously the pur-
chasing power of agiven rate of interest islower when the
Commodity Index is, let ussay, 120, than it was when the
Index was 100, assuming that no change has been made
in the method of compiling the Index. Such a statement
as the foregoing, like most others we venture in this
tantalizing world, needs qualification. It may happen
anomalously that fixed interest securities are maintained
in price on the Stock Exchange although appreciation in
prices of commodities is taking place. But this rarely
happens save when a large number of people believe that
financial conditions are so bad that only obligations of
the strongest Governments and the first charges of the
strongest industries are likely to be met regularly for a
lengthy period ahead. However, as arise in commodity
prices, if it occurs in response to genuine trade demands,
foreshadows an increased ability of companies to earn
profits, the maintenance of prices of fixed interest securities
in face of that phenomenon cannot be sustained indefi-
nitely. The better prospect for dividends on Ordinary
Shares leads to a considerable transfer into those Shares
of money until then invested in fixed interest securities;
the transfer is an inevitable and precautionary movement
prompted by the endeavour to ensure that the return on



FEVER AND PROSPERITY 171

holdings of securities may as far as possible keep pace
with an increasing cost of living. -~

THE COMPANIES ACTS

It has been mentioned earlier that in 1900 another
Companies Act was passed.  Thisfollowed on fifteen sim-
ilar Acts made law between 1862 and 1890; in 1908 and
1929 also Consolidated Companies Acts with additional
provisions came into force. The halting and piecemeal
progress towards making company legislation compre-
hensive is capable of many illustrations; one instance is
that until 1901 only banking companies registered after
15th August, 1879, were compelled by law to have their
accounts audited. Other companies were governed solely
by their own regulations as to audit. The Companies Act
of 1900 stipulated that an annual audit should henceforth
be made of the accounts of all companies registered under
the Companies Acts.

Many of the thousand and one provisions of the Com-
panies Acts have no direct application to the investor and
many more apply to him only under rare circumstances.
We may note, however, as of an outstanding import-
ance to shareholders' pockets, two provisions of the 1908
Act whichremain unalteredinthe Act of twenty-oneyears
later. Thefirstisthat if aninvestor has applied for shares
in a company by means of an application form in a pros-
pectus and has received a "letter" from the company
indicating that shares have been allotted to him he cannot
withdraw hisapplication. Heislegally liable for the pay-
ment of all callsupon these shares. Naturally, such astate-
ment as the foregoing does not imply that the investor
has no remedy if there has been any material misrepresen-
tation in the prospectus; but if he contemplates taking
action on these grounds he must not attempt to sell the
shares allotted to him. The second provision is that when
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a company is reconstructed a shareholder who has not yet
voted in favour of reconstruction may avoid participating
in a reconstructed company if he expresses his dissent
within seven days from the confirmation of the resolution.
His interest in the company has then to be purchased by
the liquidator. Thisright isimportant, because often the
reconstruction of a company involves the creation of a
fresh liability on a share, and the shareholder who does not
dissent within the prescribed time is legally responsible
for that liability. It may be added that it is not always
easy to decide whether or no to participate in a recon-
struction. Occasionally, reconstruction and the provision
of further funds has been followed by prosperity. But
company history shows that in an overwhelming majority
of cases to join in a reconstruction is to lose more money,
and whilst an investor should weigh carefully the merits
of a particular case he would be wise not to let the argu-
ments of the moment entirely obscure the relevant evi-
dence of cumulative experience.

THE CARTEL MOVEMENT

A development within the period from 1896 to 1913
which was to prove of fundamental importance to British
investors and indeed to investors generally, was the begin-
ning on the Continent round about 1900 of the Cartel
Movement in Industry. This movement was to develop
steadily until a quarter of a century later it became allied
with something of still more profound significance, namely,
the body of principles then being determined and classified
under the general heading of Rationalization. The rise of
Cartels in Europe, as to a lesser extent aso the rise of
Trusts in the United States, was the outcome of a desire
to regulate the output of industry in order that the price
of the product of that industry should be maintained.
The Cartel, however, consisted of a number of companies
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which retained their separate identity and management,
and which were linked together merely by certain agree-
ments formulating a common policy limited in scope.
The Trust, on the contrary, actually absorbed companies,
or sought to eliminate them by undercutting prices or by
other means. It has been contended by some commenta-
tors that both Cartels and Trusts had for their sole object
the exploitation of the consumer; such a view of Trusts
wasfor long taken by the United States Government, which
passed much restrictive legislation designed to hamper
the Trusts' activities. But whilst the desire to charge
the consumer the utmost he could afford may have been
one of the causss of the origin of the Cartel and Trust
movements, there were contributory influences not
necessarily of an anti-social kind. Some bound had to be
st to the competitive struggle which had been so distin-
guishing a feature of capitalism in action; otherwise the
struggle woul d degenerate into awasteful conflict. Then,
too, the idea of scientific direction of industry was emerg-
ing and required for its growth the acceptance of a con-
ception of large productive and distributive units.

SCIENTIFIC FINANCE

It was the case with finance aso. The French in par-
ticular had beenlong noteworthy for the scientific financial
methods of their large corporations; the Germans had
followed and Britons were feeling their way. We find
British experts in the late 'nineties admitting that home
companies had much to learn in the matter of financial
technique. It was said that Britain had been the pioneer
of the joint stock system, but she had pursued in private
finance the path of expediency, although her system of
public finance remained unequalled by that of any other
country. Criticism was specially directed at the form of
capitalizations of British railways, which were burdened
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by large amounts of irredeemable debentures. It was
pointed out that had the companies retained the right to
redeem Debentures these could have been renewed on
advantageous terms and the Ordinary shareholder would
have received more in dividends. It must be observed,
however, that if the Debentures had been redeemable at
the option of the company, the power to renew them in the
‘nineties at alow rate of interest would have been attribut-
able to the phenomenally and, perhaps, unjustifiably low
rates of interest obtainable during these years on other
fixed interest securities, notably on Consols. Nevertheless,
this recognized, it would yet be true that the finance of a
company should be so arranged that the shareholders,
rather than the debt holders, were able to derive benefit
from favourable monetary conditions, whatever the origin-
ating cause of these last. It was not only in the direction
of giving holders of debt obligations unwarranted privi-
leges that British company finance was assailable at this
time; another weakness proceeded from the fact that
little attention had been given to relating different classes
of shares to the requirements of a soundly-balanced capital
structure. An infrequent evil, but one which was to be
provocative of strife between shareholders and directors
of several prominent companies was the existence of
Founders' Shares. These shares formed only a very small
proportion of the total capital and conferred on the for-
tunate holders enormous claims on the earnings of a com-
pany ; inthe case of the Burma Ruby Mines, for example,
to the extent of one half.

SIR GEORGE PAISH ON BRITAIN'S INVESTMENTS
OVERSEAS
We may bring our survey up to the year 1913 by con-

cluding with a reference to the most thorough-going esti-
mate that has been made so far of the amount of capital
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THE AMOUNT OF CAPITAL PUBLICLY INVESTED BY GREAT
BRITAIN IN OTHER LANDS—AS AT DECEMBER, 1913
Geographical Distribution Purposes
) £
Canada and New- Colonial Govern-
foundland . 514,870,000 ments 675,464,000
Australia 332,112,000 | Foreign Govern-
New Zealand 84,334,000 ments - 284,059,000
Africa—South 370,192,000 | Total Government e
. —West 37.305.000 Loans 959.513.0°°
Indiaand Ceylon . 378,776,000 o e
Straits Settlements. 27,293,000 | Municipal 147.547.000
Hong Kong . . 3,104,000 _—
British North Borneo 5,820,000 ; Colonial Railways . 306,460,000
Other Asiatic Colon- Indian Railways 140,796,000
ies . 26,189,000 | American Railways 616,581,000
-————— 1 ForeignRailways . 457,177,000
Total India and —
the Colonics . £1,779,995,000 Total Railways £1,521,014,000
. £ £
United States 754,617,000 { Banks . 72,909,000
Cuba . 33,075,000 | Breweries . 17,980,000
Philippines 8,217,000 | Canalsand Docks . 7,111,000
Argentina . 319,565,000 | Commercial and
Brazil 147,967,000 Industrial . 145,332,000
Mexico . 99,019,000 | Electric Lighting
Chili 61,143,000 and Power 27,310,000
Uruguay 36,124,000 § Financial, Land and
Peru 34,173,000 Investment 244,187,000
Miscellaneous Amer- Gas and Water 29,216,000
ican . 25,538,000 | Insurance . 246,000
Russia . 66,627,000 | Iron, Coal, and Steel 30,535,000
Egypt 44,912,000 | Mines . . 272,789,000
Spain . 19,057,000 | Motor Traction, etc 1,059,000
Turkey 18,696,000 | Nitrate 11,623,000
ltaly . 12,440,000 | Qil . 40,.579,000
Portugal 8,136,000 | Rubber 40,982,000
France . 8,020,000 | Shippin . 794,000
Germany 6,364,000 | Tea and Coffee 22,443,000
M|sce||aneousEur0- Tele?raphs and
pean . 54,580,000 elephones. 43,692,000
Japan . 62,816,000 | Tramways 77.790,000
China . . 43,883,000
Miscellaneous For-
eign other than
European or Amet-
ican . . 69,697,000
_ Total Industrial, ———-—
Total Foreign . £1,934,666,000 etc. . . £1,086,577,000

Grand Total

. ££3.714.661,000

——————

+ £3,714,661,000

Grand Total
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publicly invested by Great Britain in other lands. This
was undertaken by Sir George Paish in 1907 and subse-
guently revised by him to show the position at the end of
1913. He calculated that at the end of 1907 British
investments in Colonial and Foreign Lands by means of
publicly issued securities amounted to £2,700 millions.
If we take data published with this calculation and aso
further data issued by the Inland Revenue Department
then it appears that the income derived in 1907 from
approximately the foregoing amount of capital was £137
millions or an average of slightly over 5 per cent. These
figures show that the charge by British investors for lend-
ing capital abroad had been moderate; indeed, markedly
s0, whenregard is had to the risk in anumber of directions
where the money was employed. In the six years from
the end of 1907 Britain invested abroad another £1,014
millions, making a total of £3,714 millions at the end of
1913. The geographical distribution of the capital and the
purposes to which the capital was applied are shown in
the tables given on page 175.

It was the opinion of Sir George Paish that the greater
part of the advantages arising from the constructive work
represented by the above capital expenditure had yet to
be realized. Before those additional advantages could be

reaped, however, there was to be a harvest of another
kind.
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BRITAIN'S borrowings for the purpose of the World War
of 1914-1918 created over £7,000 millions of loans, wherein
the money of very many people was placed; but the mag-
nitude of the operations and the widening of the circle of
lenders to the Government cannot be accepted as con-
vincing evidence that here was any growth of investment
in the strict sense of the word. If the money so provided
had not to be used for destructive purposes and had been
economically and creatively employed, then a different
view could be taken. But, as matters were, the money
was inevitably devoted to impoverishing the nations,
including Great Britain herself. Therefore, althoughwe are
bound for the sake of completeness to show the increase in
the nation's deadweight debt and in the charges for interest
and management during these years and immediately

GREAT BRITAIN'S DEADWEIGHT DEBT

On Interest and
31st Internal External Total Management
March Charge
£ £ £ £

1914 649,770,000 none 649,770,000 | 24,500,000
1915 1,104,967,000 none 1,104,967,000 | 58,080,000
1916 2,072,531,000 60,617,000 | 2,133,148,000 { 60,249,000
1917 3,611,134,000 { 400,311,000 { 4,011,445,000 127,250,000
1918 4,823,176,000 | 1,048,673,000 | 5,871,849,000 | 189,851,000
1919 6,070,099,000 | 1.364,850,000 | 7-434.949.000 j 269,964,000
1920 6,550,065,000 | 1,278,714,000 | 7,828,779,000 I 332.033,000
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afterward, we are not called upon to examine in detail
the terms of the various War Loans issued in Great
Britain. In other words, we regard the War Debt as hav-
ingmultipliedthefinancial obligationsof thenationwith-
out having added to the real capital of the people, whereas
the function of true investment is to facilitate the pro-
duction or the distribution of wealth.

Each Government in its turn sought by Conversion
Schemes to reduce the burden of the interest charges, but
it cannot be said that much headway was made until the
year 1932, when over £2,000 millions of 5 per cent War
Loan was placed on a3%per cent basis. That remarkable
operation is dealt with extensively in later pages. Mean-
while we have to mark the course of events from 1914
onwards in as serial fashion as is possible and in so far as
it is germane to our theme.

WAR AND POST-WAR CONFUSION

We have already indicated that our guiding principle in
dealing with the Government loans of these yearsis that
of exclusion of detail; the principle is one which we must
apply generaly, if we are not to lose ourselves in the
myriad thickets of war and post-war confusion. Therefore,
consideration of the emergency financial legislation of the
years from 1914 to 1918 will not occupy us; we shall not
dwell upon the circumstances of the closing of the Stock
Exchange from August, 1914, to January, 1915, or the
manner of dealing with the immediately pre-war Stock
Exchange Account, which was not entirely liquidated
until 1922, It is not easy at this cataclysmic stage of our
investigations to separate the extraneous from what
should be regarded as genuine and enduring influences,
hastening or otherwise modifying the evolutionary factors
of investment; for in the words of a terse summary by
the League of Nations, "The war and subsequent changes
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and disturbances profoundly affected the economic
structure and activity of the world. In Europe, wealth
was destroyed on an unprecedented scale; plant in excess
of normal requirements was constructed in a number of
industries to meet the special needs of warfare; monetary
systems were disorganized and public debts enormously
increased; the accumulation of capital was checked by
inflation; Russia completely changed her economic and
social system; and new territorial divisions were created.
In other continents, the area under cultivation of the prin-
cipal food crops was rapidly increased; new industries
were built up by countries which were formerly markets
for European products; and the United States of America,
from being a debtor became a great creditor nation. As
between all countries, free intercourse was long subject
to legal restrictions."

UNSTABLE MONEY

We are moving in aworld where by the end of 1914 the
money values of many nations were rapidly losing any
economic basis and were coming more and more to depend
for their maintenance largely upon a combination of
patriotism and make-believe. The world was being flooded
with paper money, and the most monstrous debasement of
currency and credit known to history was to proceed
with varying degrees of intensity for long after the War
had closed: some nations were to make their currency
worthless.

Great Britain's increase of paper money during the War
was moderate compared with the increases of most other
belligerents, but whereasin 1914 her total note circulation
was £95 millions, by the end of 1919 it was £504%amillions.
The Bank of England's gold holdings increased in the
period from £69%2 millions to nearly £91%2millions. Thus
we have a position wherein the nation's central gold

13-(CI2)



180 SHORT HISTORY OF INVESTMENT

holdings increased by one-third and the note circulation
five-fold. Under these circumstances of uneconomic
monetary values, Indexes of the trend of security prices
at this time have but limited application. Nevertheless,
the figures from the Bankers' Magazine Index given below
have significance; the base value in each case is 100 and
is for the year 1913.

VALUE OF STOCK EXCHANGE SECURITIES IN NOVEMBER,
1918, AS MEASURED BY STOCK EXCHANGE QUOTATIONS.

BRITISH
Iron, Cod, | . __I_ __Elgtric__So_uth
Govt. Rlys. Bank [ Insurance and | Shipping } Light and | African
Sod ! i er Mining
86 ' 78 98 J 116 1 108 | 174 ‘ 86 ‘ 92

It will be seen that insurance, iron, coal and steel, and
shipping companies were concerns benefiting from War
conditions. Insurance companies were to continue to
experience a special demand for their services long after
the War had ceased, as a large proportion of the War
gratuities received by demobilized soldiers was used for
the taking out of insurance policies. Shipping companies
thrived on the extremely high freight rates obtainable
during the times that submarines made passages perilous,
and iron, coal, and steel companies flourished to a lesser
extent on the manufacture of munitions, although the
Excess Profits Tax took heavy toll of all abnormal profits.
Expansion of shipping induced by the prospect of making
afortunein asingle voyage took place at arate far beyond
what was required to make good the sinkings of War and
to supply the normal needs of mankind. Thus, the world
launchings of new vessels from 1907 to 1913 inclusive
were 17 million tons, and from 1914 to 1920 over 27 million
tons; consequently, soon after 1920 large amounts of
shipping became idle.
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NEW CAPITAL IN 1919 AND 1920: RAMPANT
SPECULATION

New capital for joint stock undertakingsraised in Great
Britain during 1919 and 1920 amounted to £481 millions,
of which four-fifths was for purposes of home industry
and finance, it being anticipated that business would
speedily return to normal and indeed to a state of pros-
perity far exceeding that of 1913. The sum of £61 millions
was used for the further modernizing of the iron and stedl
industries, the productive capacity of which had been
already made gigantic to satisfy the appetite of war. The
assumption was widespread that the effects of Armageddon
could be surmounted in a night, an assumption which,
blending with the still existing currency inflation, had
among other results a soaring of prices on the Stock
Exchange.

Sauerbeck's Index of Wholesale Prices of Commodities
for 1914 was 85, for 1918 two and a quarter times that
figure, and for 1920 nearly three times. Bank Rate was
raised in order to check the rampant speculation, and for
1920 the average Bank Rate was approximately 6f per
cent, and for 1921 slightly over 6 per cent, both being
higher averages than ever previously recorded for whole
years. The highest average Bank Rate during the War
was a little under 5%z per cent for 1916. The Commaodity
Price Index for 1922 had fallen to 131, or about half that
of 1920, but it was not until 1923 that any severe recession
in quotations of stocks and shares occurred. General
deflation of Stock Exchange prices was delayed until the
world-wide commercial crisis of 1929, the fall being there-
fore all the more drastic and recovery from it the more
difficult. Anidea of the extent to which Stock Exchange
quotations unjustifiably rose can be gathered from the
fact that in 1922 the net improvement in the market value
of 387 fixed interest and variable dividend securities was
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£712 millions or 13-2 per cent; the actual percentage
appreciation in 38 industrial and commercial shares being
34.3 per cent. It istruethat acertain number of advan-
tageously placed industrieswere addingto their profits and
managed to do so until the end of 1926 when, partly by
reason of aprolonged dispute between coal miners and coal
owners and partly from deeper disintegrating forces, the
eclipse of British industry proceeded apace. But there
was not much rhyme or reason for the appreciation of
security valuesin 1922: long before the close of that year
amillion and a half workers were registered on the books
of the Labour Exchanges as unemployed.

FALLACIOUS DAYS

However, those were the fallacious days of belief in
the ultimate receipt of huge Reparation payments from
Germany, which country had already begun to borrow
heavily abroad, using some of the receipts for meeting
Reparation demands destined to grow beautifully less
from year to year; the by no means negligible remaining
receipts were used for improving public buildings and the
like or for the making of her industries more efficient than
those of her conquerors. A few people in Great Britain
detected the chuckles of Mephistopheles while this was
going on, but it was not generally perceived that this
process of paying back Paul aproportion of hisown money
would lead to the cessation of the so-called Reparation
payments and to the creation by Germany of international
debts to be met this year, next year, or never.

THE DOMESTIC SCENE

The domestic financial scene in Great Britain was en-
livened by a mania for the amalgamating and recapitaliz-
ing of companies. This obsession had nothing to do with
ascientific approach to financial and industrial problems;



TRAGEDY AND FOLLY 183

companies were married with no thought of what was to
be the practical outcome, to-morrow being left to take
care of itself, while to-day was devoted to the copious
watering of capital. Thanksto thearbitrary way inwhich
the god of war dispenses his cash rewards, many small
men of vaulting ambition had sufficient money to lift them
temporarily to power in the City; these men obtained the
financial control of old established and highly reputable
companies. The Lancashire textile industry in especial
suffered a descent from London visitors fully able to prove
that their complete absence of technical knowledge was a
boon of inestimable value.

CROPSOFFINANCIERS

It was not very long before the high-falutin notions of
this type of financier were disproved and he retired or was
thrust into obscurity, leaving the industries which he had
come to bless in a worse state than he had found them.
Only a few years were to eapse before there sprang up
another crop of directors who by their incapacity or worse
were to lighten the pockets and burden the hearts of many
credulous people. These gentlemen were active not in the
wild re-shaping of old things but in making new ventures
appear so sure and certain that the most conservatively
minded would supply money for the manufacture of
devices and productswhich so far had never been produced
outside of a laboratory and in some cases not even there.
In 1928 the total amount subscribed for capital issues of
248 companieswas £117 millions; by May, 1931, the total
market value of these issues was £66 millions, seventy of
the companies had completely disappeared, and thirty-six
more had a faint semblance of life, although their shares
had no market value. Whilst it isthe casethat afew stock-
brokers played a wholly discreditable part in helping to
foist the shares of the above companies on the public at
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unwarranted prices, many stockbrokers vainly tried to
dissuade their clients from making purchases of this kind.
The stockbroking profession as a body is powerless to

diminish appreciably the recurrent gambling fever of the
public.

THE 1929 FORGERIES

Toward the end of 1929 a startled City learnt that a
prominent financier and his associates had forged the share
certificates of English corporations and had used the fase
scrip so created in order to obtain extensive advances from
banks. Not only were banks involved, but stockbrokers
and stock jobbers as well; the frauds were on such an
extensive scale as to cause serious financial embarrassment
inthe City. Members of the Stock Exchange met the situa-
tion by raising at short notice a Guarantee Fund of
£1 million, so preventing the failure of such of their num-
ber as were actually victims of the fraud, and saving the
public from enduring losses which default by Stock Ex-
change firms would have entailed. These happenings
led to a demand on the part of some people that the Stock
Exchange as an Institution should have a permanent
guarantee fund to meet emergencies, and that the raising
of a fund should not be left to voluntary effort. Theor-
etically the creation of an Institution Fund has much to
commend it; on the other hand, far-reaching frauds of
a kind affecting any considerable number of Stock Ex-
change members are extremely rare. Certainly, the Stock
Exchange gained more in prestige by its swift co-operative
action than it would have done from the automatic admin-
istration of a compulsorily subscribed Reserve Fund.

THE ROYAL MAIL CASE

With regard to a number of other financial scandals
which blemished the City about this time we need only
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take note of that in connection with the Royal Mail Steam-
ship Company, whose shares had been for long regarded
as one of the finest of investments. The Chairman was
found guilty of a deceptive prospectus. The actual cir-
cumstances of the mis-statement are not our concern,
but we may remark that the Royal Mail episode provided
an illustration of the folly of investors trusting entirely
to the fact that a company is old established and has had
a successful dividend record. These are important factors,
but they do not obviate the necessity of closely scrutinizing
Balance Sheets and Articles of Association. For many
years before 1929 the form of the Balance Sheet of the
Royal Mail had been severely criticized by leading financial
journals, which had complained of the inadequacy of the
information the Balance Sheet sat forth. Admittedly, the
directors of some of the most successful companies believe
in giving shareholders the minimum of information, but
that does not alter the fact that the principle is wrong;
if only from the reason of bringing about a change of this
cavalier attitude investors should refrain from putting
their money into "close" companies, as they are termed.
But with the Royal Mail it was not only acase of an unin-
forming Balance Sheet; the way of remunerating the
Chairman was thoroughly unsound, taking the form of
a commission on turnover and being dependent on the
payment of a dividend of not below 5 per cent annually.
I't will be evident that under such arrangements there is a
strong temptation to pay adividend, although it may not
have been truly earned, and to trust to the making of some
kind of adjustment in the following year. It might be
suggested that any such danger should be removed, in
actual practice, by the supervision of the directors as a
body; however, it is but seldom that a board as a whole
has a close grip of financial technique.

The two episodes referred to above occurred shortly
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after the Companies Act of 1929, which contained a hun-
dred or so clauses designed to afford the public additional
protection. The Bill strengthened very much the powers
of committees of inspection, whether appointed by share-
holders or by the Board of Trade.

COLLAPSE, AND THE CAUSES

Serious although they were, the excesses of new finan-
ciers and directors and the lapses of old played a minor
part in bringing about the drastic collapse of Stock Ex-
change prices in process on the Stock Exchange from 1929
towell into 1932. The collapse was due to a combination
of causesin which we may include that unduly large pay-
ments to her unemployed had caused Great Britain to
live beyond her means, but more especialy the collapse
was attributable to the action of the United States and
Francein preventing gold from fulfilling itsinternational
functions, ever-increasing tariffs on the part of numerous
countries, and giddy sky-rocketing of share prices by the
American public. Theworld had nothing to complain of
as far asthe flow of capital was concerned. Taking as our
measure the period from the end of 1922 to the end of
1929, Great Britain supplied to overseas borrowers £847
millions of new capital against £1,127 millions for the
seven years to the end of 1913: during the period, how-
ever, the United States emerged as a foreign lender on a
great scae, the foreign investments of its people at the
end of 1929 standing at over £3,000 millions compared
with a few hundred millions at the end of 1913. But
whereas Great Britain's policy as aforeign lender had been
to encourage imports into her own country, recognizing
that these were an important means of earning interest
onmoney borrowed, and providingfor capital redemption,
the United States, on the other hand, intensified its tra-
ditional tariff policy. A result wasthat those of the United
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States debtors who had gold had perforce to remit the
metal to that country, at first chiefly in payment for goods
supplied during the War and early post-war years and
later to meet interest on Debt. Great Britain had to send
large amounts of gold for the purpose of satisfying claims
in connection with the loans which Great Britain con-
tracted with the United Statesin order to finance her own
and the United States' Allies during the World War.
Gradually, debtors began to default on their obligations,
not only to the United States but to Great Britain also.

FINANCIAL FRENZY IN THE UNITED STATES

Meanwhile, the American public ushered in the new
era. Between 1920 and the early part of 1929 prices of
Industrial Sharesin the United States, according to Index
compilations, quadrupled as a result of incessant demand.
It did not matter that the price of a share had already
risen to afiguremaking theyieldlessthan 1 per cent when
related to the current earnings of a company; the share
was bought because what the company was earning was
in the common estimation nothing to what it would earn
one day. Everyone gambledin shares—chambermaids and
ladies of leisure, dancing masters and sedate pastors,
bricklayers and clerks, brokers and bankers. It was not
on this occasion an instance of a section of the public
being snared by astute manipulators. One and all believed
that thefinancial frenzy was justified by the near approach
of eternal financial blissfor every man, woman, and child,
provided that they were white, while coloured people were
to blow the organs on Sunday in order that paeans of praise
might be of acceptable volume to the Ruler of flowers
and kind words that never die, little children, and the
lovely trees that provide the clean white paper of which
share certificates are made. Englishmen joined in the
fun and a large business was transacted by London
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stockbrokers. But sad to say, Englishmen were sceptical
of the solidity of the foundations of the rise in American
shares and practically all English money was safely home
again before the collapse. By the end of June, 1932, prices
of leading American Ordinary Shares, measured by the
same Index we have previously used, were less than
one-fifth of what they were at the end of 1929.

THE FALL IN PRICES

Theterrific fall in the prices of American Shares, reveal-
ing as it did a cavernous honeycomb of economic rotten-
ness, shook the world, and quotations of stocks and shares
tumbled everywhere. Steady absorption of gold by the
United States and France, more particularly by the latter,
still went merrily on, and largely as a consequence of this
irrational suction Great Britain in September, 1931, was
compelled temporarily to suspend the gold standard.
Commercial and financial demoralization deepened the
world over: by the end of 1931 prices of principal com-
moditieswere below the levels of 1913; but, even so, stocks
of unsold commodities were accumulating in various
countries. "The rapid fall in prices," said a League of
Nations Report, "is one of the most important manifesta-
tions of the economic crisis and at the same time one of
its most significant causes. A sudden decline in com-
modity prices, unrelated to changes in methods or costs
of production, involves areduction or the entire elimina-
tion of profits; business enterprises are closed down or
work only part time; new investment is discouraged;
men are thrown out of employment; the demand for
commodities is reduced and prices fall still farther. A
fall in the price of commaodities begets a belief in further
falls; prospective buyers withhold their purchases and
thus add to the forces tending to depress prices." So aso
with stocks and shares; the great mass of the investing
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public holds off a falling market and buys when prices
are rising, irrespective of whether the appreciation is in
response to economic forces, or has been spuriously
engendered.

Thus the farcical tragedy went on; world trade for the
first quarter of 1933, measured by prices, was one-third of
that for the corresponding period of 1929; the declinein
profits was even more severe. Nations and individuals the
world over were vastly more in debt than they had ever
been before, and most of them vastly less able to meet
their financial liabilitiesthan they had ever expected to be.



CHAPTERX I X

1927-1933: STATE CONVERSION AND COMPANY
RATIONALIZATION

DEVELOPMENTS in 1931—Foreign withdrawals—A National Govern-
ment—2 per cent Bank Rate—The War Loan saving—The French
Conversion—The Stock Exchange Quotations, 1930-1932—Sir
Alfred Mond—Rationalization—An amalgamation danger—Imperial
Chemical Industries—Its results and balance sheet—A complaint—
Unilever—Turner & Newall—Kreuger & Toll, and the Swedish
Match—Some general reflections on rationalization

ALTHOUGH the general financial and commercial position

of the world at the beginning of 1933 was ebon-hued,

the situation of the London Stock Exchange was healthier
than at any time since the War. Prolonged adversity
had eliminated many of the weaker holders of securities;
forced selling, as aresult of pressure by banks for repay-
ment of loans, had by this date fallen to small dimensions.
The paramount cause of improvement, however, was the

success attending the British Government's financial
policy.

THE NATIONAL CRISIS OF AUGUST, 1931

Selling of British securities had been pronounced for
some months before Great Britain suspended the gold
standard, particularly by foreign holders. The appoint-
ment early in 1931 of an official Committee to inquire
into the national expenditures of Great Britain and that
Committee's vehement conclusion that Great Britain
would have forthwith to reduce her outlays by £96%
millions per annum led many people in other countries to
infer that the British nation was on the high road to bank-
ruptcy. What was not realized by those so alarmed was
that the British people as a nation are extremely practical
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in financial matters and that once financial necessities
are made plain they have no hesitation in grasping the
nettle. Then, too, few nations at this time were not over-
spending, although populaces were unaware of the fact.
Britain had an advantage in that her people were early
acquainted with actualities. By August, 1931, the with-
drawal of foreign funds from Great Britain had become
so extensive that the Bank of England found it necessary
to obtain credits from the Federal Reserve Bank of New
Y ork and from the Bank of France, while power was taken
temporarily to raise the fiduciary issue, that is, the issue
not specifically related to gold. This sequence of events
brought about the appointment of a National Government
in Great Britain which received a vote of confidence in
both Houses of Parliament, and subsequently of the whole
nation. This Government was pledged to balance the
Budget, curtail national expenditure, and to distribute the
burden and sacrifices equitably among all classes. It was
believed that the appointment of a National Government
so pledged and commanding such wide support would be
sufficient to restore confidence, that foreign funds would
flow back to London, and that it would prove possible for
Great Britain to maintain the Gold Standard. But the
drain upon Great Britain continued, and on 21st September
Great Britain suspended the Gold Standard to which she
had returned in 1925 after the eleven years' suspension
caused by the War. Less than six months later not only
didthecontinental fundswithdrawn from Britainreturn;
large additional sums were invested in sterling securities.
Confidence in the finances of other nations had decreased,
especialy in those of the United States where a multi-
tude of small banks with substantial deposits in the
aggregate were closing their doors as a result of having
lent money on preposterously over-valued securities and
real estate.
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5 PER CENT WAR LOAN ANNOUNCEMENT,
30TH JUNE, 1932

Meanwhile, the British Government and the Court of
the Bank of England pursued avigorouspolicy of lowering
the price of money, that is, of lowering the rate at which
money could be borrowed. Between January and June,
1932, the Bank of England Rate was lowered five times
and eventually reposed at 2 per cent. Thiswas 4 per cent
lower than at the beginning of the year and as low as
the lowest Bank Rate previously recorded, namely, in
1895.

Then came perhaps the boldest stroke ever made in
British Government finance. The Government had had the
right since 1929 to redeem £2,085 millions of 5 per cent War
Loan. It was evident that to accomplish redemption
successfully would be no easy task; the amount at stake
was so vast that if any substantial number of holders had
declined to accept in exchange for 5 per cent War Loan
a new security bearing a lower rate of interest and de-
manded cash, the strain upon ‘the nation's financial cap-
abilitieswould have been dangerous. Indeed, the view was
held by experts that the only sife course was to attempt
conversion piecemeal, and it was aso thought that only a
small reduction in the rate of interest could be wisely
essayed.

But the Chancellor of the Exchequer, acting no doubt
after close consultation with the Governor of the
Bank of England, elected to endeavour to put the whole
of this amount of War Loan on a3%per cent basis. As
this loan played an aimost predominating part in deter-
mining the rate of British Government long term credit,
Mr. Chamberlain was boldly contending that British
Government credit deserved to be 1% per cent better
than it was ayear previously, that isbefore Great Britain
suspended the gold standard.
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THE SAVING SECURED

Holders of 92 per cent of War Loan accepted the offer,
leaving approximately £165 millionsto be paid off in cash,
an amount skilfully found by issuing to willing buyers
Government securities bearing only 3 per cent interest.
Whilst it is true that by fair comparisons the standard
of British Government credit deserved to rank higher at
this time than that of any other nation, Mr. Chamberlain
had to thank the patriotism and acumen of the British
people for the overwhelming measure of success he
achieved. It was conceded by all sorts and conditions of
investors that it would be a good thing for the nation if
the annual amount required for War Loan interest could
be reduced. The saving to the National Exchequer was
the consideration given most heed; but there was aso
the extremely important fact that while Government
securities were returning 5 per cent, industrial and other
undertakings seeking to raise new capital or to borrow
privately, had to offer a rate of dividend or interest con-
siderably over the 5 per cent obtainable on securitieswith
Britain's guarantee behind them. If trade had been flour-
ishing and commodity pricesrising thiswoul d have caused
no hardship, but with the reverse the case, borrowing at
6 per cent or over for industrial purposes was often a
hazardous venture. The success of the British Govern-
ment's Conversion Scheme benefited industry not only in
this respect; it also enabled those companies which had
the right to redeem debentures to offer in exchange
securities bearing a lower rate of interest, thus lessening
the overhead charges of the companies. In addition to
the War Loan, the British Government was able to
effect certain other minor conversions and reductions
in debt charges, the gross saving of all the operations

for 1932, major and minor, amounting to £38 millions
per annum.
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THE FRENCH CONVERSION

It may be remarked that in 1932 the French Govern-
ment also carried out a Conversion Scheme, the loans
involved amounting to rather less than half the amount
of the British War Loan so dealt with. Although France
was on the gold standard and her Central Bank had four
and a half times as much gold as the Bank of England to
satisfy the needs of a smaller population and incomparably
smaller international financial responsibilities, the French
Conversion Scheme was only accomplished on a 4! per cent
basis, or 1 per cent higher than the British. Not only o,
when the French Conversion Loan came on the Paris
Bourse it rapidly fell to a discount, whereas the British
Conversion Loan commanded a premium on the London
Stock Exchange. The transforming effect of the Conver-
sion success upon prices of British Empire Securitiesisbest
indicated by a few comparisons—

STOCK EXCHANGE QUOTATION
3ISTDECEMBER
1932 1931 1930

24 Consols . . . . 74Y, 55l 57%
4% Funding Loan . . 1087/8 84 947/
3% Local Loans . . . 87Y4 614/ 5 67%
Bank of England . . . 323 237i 266Y4
India 46 . . . . 107%  69% 87
Canada 4% . . . . 103% 82 94,
New Zealand 3¥% . . . 97% 74 88%2
South Africa 5% . . . 108 91 102

Other stocks and shares, the interest or dividend on
which was well secured, shared in the upward movement.

The shares of gold mining companies had risen sharply
during the latter part of 1931, because the depreciation
intermsof gold of Britain's £ and of certain other nations'
currencies meant a rise in the value of the metal as
expressed in the frankly inconvertible paper money of
those countries. The presence of this premium stimu-
lated production with the result that profits of South



CONVERSION AND RATIONALIZATION 195

African mines during 1932 were the highest in their
history, a fact which brought about a further rise in the
prices of shares of gold mining companies.

SIR ALFRED MOND

We have seen that round about 1920 amalgamating
joint stock companies was the hobby of financiers, many
of whom were of capacity unequal to what they were
attempting, while some had no clear conception of what
they wanted to do. The shadows had closed for some
years over these curious efforts before the broken threads
of the amalgamation movement in British industry were
gathered up into strong and skilful hands. It was in Jan-
uary, 1927, that four great enterprises, the British Dye-
stuffs Corporation, Brunner, Mond and Company, Nobel
Industries, and the United Alkali Company were gathered
together under the title of the Imperial Chemical Indus-
tries. The person responsible for this merger was Sir
Alfred Mond, who later became Lord Melchett and who
diedin January, 1931. In Sir Alfred Mond were combined
several of the most striking features of the Jewish race at
its highest point of development. He had atenacious grip
of the first principles of sound finance and industrial
organization, and his mind was active with a creative
energy akin to that of the truly inspired artist, but unlike
the artist Lord Melchett's powers were expressed in the
office, the factory, and the market-place. Lord Melchett
above all was a practical idealist; he believed that science
could be used to improve the lot of mankind almost
beyond recognition, and he believed also that large
industrial units offered the best means of raising the
standard of living of the workers. Indeed, he conceived
of industry as a form of communal as well as of working
association.

14—(C12) 20pp.
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THE SCIENTIFIC ORGANIZATION OF INDUSTRY

Obviously, amalgamation carried out under the auspices
of one so exceptionally qualified and who had aconviction
that this was his mission in life bears no comparison with
the feeble rearrangements on paper of companies' fortunes
by financial dilettanti or mere profit-seekers. Lord Mel-
chett held, as did a Committee of the League of Nations
in the same year as the Imperial Chemical Industries was
formed, that unregulated competition does not serve the
best ends of human 'society. He enumerated the main
essentials of modern industry as firstly, rationalization or
the scientific organization of industry in the widest sense;
secondly, amalgamations within industries "which are
simply a prominent facet of rationalization generaly ";
thirdly, co-ordination internationally, and, lastly, the
closer association of industry and finance.

The possible implications and ramifications of rational-
ization are manifold; it is a movement finding expression
in industries of many countries and probably is destined
to be universal in scope. We cannot deal with the matter
in all of its aspects, but we may note that as far as amal-
gamations are concerned, there are two schools of thought,
one advocating the merging only of industries engaged in
similar pursuits, the other favouring the merging of all
industries which have a contact, whether the contact be
slight or great, and also of the companies' distributive
agencies. Division upon this matter has been most marked
intheEnglishtextileindustry, wherethetraditional belief
in the old forms of individualism is strong and the desir-
ability of industrial change more a subject fortlialectic
than for action. B

AN AMALGAMATION DANGER

One of the great dangers of the amalgamation movement
is over-capitalization of the resulting entity. Naturally,
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the directors of companies to be absorbed secure the
best terms possible for the purchase of their concerns;
in addition to this the sudden onset of a lengthy trade
depression may make companies earnings for some years
prior to amalgamation an unjustifiable standard of valu-
ation. With regard to the valuation of assats, that is a
matter for experts. Notoriously, experts differ and Time
has a knack of making many of them look extremely
foolish. One of the most striking instances of over-capital-
ization of this kind, which occurred despite careful pre-
liminary investigations by highly qualified accountants,
was furnished by the union of the Marconi wireless com-
panies with the cable companies, under the title of Cables
and Wireless. The three dasses of this combine were
dealt in at the time of the introduction to the Stock
Exchange in July, 1929, at 96 for the 5%z per cent Cumu-
lative Preference, 90 for the 7%2 non-Cumulative "A,"
and 100 for the "B" Ordinary; in less than eighteen
months the prices had touched respectively 9%, 5, and
40%. 1t is true that no share at this time, whether of an
amalgamated concern or not, was immune from severe
depreciation. But an examination of the facts discloses
that the fall in Cables and Wirelesswas only partly attrib-
utable to a general tendency and to an error of judgment
by dealers when making the first market in the securities;
the root of the fall is to be found in a mistaken opinion
of the value in the immediate future of the assats acquired
by the combination.

IMPERIAL CHEMICAL INDUSTRIES

Over-capitalization was not aweakness of the Imperial
Chemical Industries, although some people, basing their
opinion ontheszeof the capital of the company, concluded
that such must bethecase. Theinitial capital wasslightly
over £68 millions; the Company earned in the first year
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of its operations a gross profit of £4,567,000, and was able
to pay 7 per cent on its£16 millions of Preference Capital,
8 per cent on its Ordinary Capital of £32 millions, and
1%, per cent on the£9% millions of Deferred Capital. By
the end of May, 1928, the number of companies actually
controlled by the Imperial Chemical had risen to forty
and a large degree of control had been acquired over more
than thirty others. These companies were engaged in the
manufacture of heavy chemicals, explosives, fertilizers,
|eather-cloth, various non-ferrous metalsand all oys, motor-
cycles, gas mantles, cellulose finishes, paints, and many
other articles. It had subsidiaries in Australia, Canada,
South Africa, and South America, and interestsin several
United States Companies, including the Allied Chemical
Corporation, the General Motors Corporation, and the
Du Pont Nemours Corporation, thelatter itself controlling
anumber of concerns. At thistimethe Imperial Chemical
employed 44,000 workers who held 653,000 of the Com-
pany's Ordinary Shares, while all casses of shareholders
totalled over 100,000.

ITS RESULTS AND BALANCE SHEET

The Imperial Chemical aso formed in May, 1928, in
conjunction with the Chase Securities Corporation of
America, the Finance Company of Great Britain and
America, the nominal capital of whichwas£2,040,000. It
was officially explained that this Company was to provide
facilities for commercial and industrial financingin the
British Empire, Europe, and the United States, and would
develop contracts for the purpose of international indus-
trial development. "There had always been considerable
difficulty in British industrial life in getting capital for
new enterprises, which at the start had nothing to show.
The Company would help such enterprises with capital
and advice. The advantage of the Company to investors,
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who had no means of testing the value of an enterprise
beyondwhat they could gather from aprospectus wasthat
they woul d be provided with sound guidancefrom experts
possessad of the necessary knowledge and experience.”
The first duty of the Company, however, was to under-
write a new issue of capital on the part of the Imperial
Chemical Industries. "Y our Board," said the Chairman
of this latter concern at the meeting in May, 1928, "have
decided to ask the shareholders' permission to increase
the authorized capital of the Company by the very mod-
erate amount of £10 millions." "I observe with some
astonishment,” continued Lord Melchett, "that these
proposals to increase the capital of the Company appear
to be regarded in some quarters as detrimental to the
interests of the existing shareholders. | entirely fail to
understand the mentality of those who do not realize that
increases of capital are asign of progressive business, and
| hope | shall never be connected with any company whose
capital account is closed." Some qualification is perhaps
needed of the foregoing remarks; certainly, increases of
capital should be a sign of progressive business; but they
can aso be symptoms of over-reaching or of rather des-
perate attempts to secure new remunerative assets to
offset diminishing returns from assets of waning value.
However, as far as the Imperial Chemical is concerned,

IMPERIAL CHEMICAL INDUSTRIES—FINANCIAL RESULTS 1927-1932

1927 7928 1929 1930 1931 1932
£ £ £ £ £ £
GrossIncome  .{ 4,567,000 ] 5,997,000 | 6,502,000 | 5,129,000 | 4,668,000 | 6,415,000
IncomeTax . .| 125000 | 275,000 | 146,000 | 156,000 | 260,000 | 686,000
Central Obsoles- °
cence Fund . 500,000 | 575.000 { 500,000 | 1,000,000 [ 1,000,000
Net Profit = . .} 4,442,000 | 5,222,000 | 5,781,000 | 4,473,000 | 3,408,000 { 4,729,000
Pref. Divd. % 7 7 7 7 7 7
Ord. , % . 8 8 8 6 :H 6
Deferred Divd. % . 1%, 13 2 nil nil

* In this year the companies analgamated made their own provision for obslesoence
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measured by the first six years of the Company's history,
there can be no doubt that itsfirst Chairman's policy was
justified. The Imperial Chemical Industrieswas formed
barely two years before the occurrence of a world-wide
financial and commercial criss which brought all nations
to the verge of bankruptcy. How well the Imperial
Chemical withstood that crississhown by the comparison
given on page 199.

As far as the absence of dividend on the Deferred for
thethree yearsto 1932 is concerned it must be understood
that Deferred Sharesformed only part compensation for
sharehaoldings acquired in other companies. Shareholders
in Brunner, Mond and Company, Ltd., for example,
received in exchange for each four W\ per cent Cumulative
Preference Shares and each two Ordinary Sharesin their
own company, five7 per cent Cumulative Preference, three
Ordinary, and two Deferred Sharesin the Imperial Chem-
ical. It seamsto be desirable before we proceed to discuss
other examples of rationalization to reproduce a Balance
Sheet and Profit and Loss Statement of the Imperial
Chemical, as indicating the manner in which financial
information is presented to shareholders by the largest
British joint stock concern.

ON CONSOLIDATED BALANCE SHEETS

The complaint usually made against the published
yearly accounts of the Imperial Chemical isthat no con-
solidated Balance Sheet is isued embodying the assts
and liabilities of various subsidiaries. 1t may be doubted
whether thisisasserious a defect asis commonly supposed.
Thedirectorsstatethat the profits of the subsdiaries have
been included in the accounts to the extent which they
have been declared as dividends, and that the balance of
profits carried forward in the accounts of the subsidiaries
isin excess of the aggregate losses of the other subsdiaries.






APPROPRIATION ACCOUNT

Balance brought forward from 1931 .
Grosa Inoome for the year to 31st December,

Dividends from Subsidiary a.nd Assoﬂated
Companies
Income from Investments .

Transfer to Central Obso].escence and Depre-
clation Fund . .
Provision for Income Tax .

Balance available
which the Directors recommiend be appro-
riated as follows—
ocation to General Reserve
PREFERENCE SHARES——
At the rate of 7%, per annum-—
For the half-year ended joth June, 1932,
paid st August, 1932 .
For the half-year ended 3rst Decembor,
1932, paid 1st February, 1033

ORDINARY SHARES-—
At the rate of 24% per a.nnum, paid 1st
December, 1932 .
At the rate of 34% per annum, to be
on 1st Juae, 1933 .

Balance carried forward to 1933

£
6,012,203
403,130

I,000,000
686,351

792,571
794,180

1,089,740
I,525.636

IMPERIAL CHEMICAL INDUSTRIES, LIMITED
ACCOUNTS FCR THE YEAR 1932

RESEZRVE ACCOUNTS

£
516,325 the appropriation stated, the

cconnts at 3ist Decemher,
1932, stand as follows—

CeNTRAL OBSOLESCENCE AND DEPRECIA-
TION FuND—
As at 315t December, 1g31
Amount transferred from Capltal Reserve
{see below)

After makin
Reserve .E

6,415,423

Less Amounts written off-——
**Shares and Debentures in and Ad-
vances to Subsidiary Compames"
“Land, Buildings, etc.”

1,686,351
e 729,072

5,245,897

500,000 Approptiated out of 1932 Income
GENERAL RESERVE—
{a) Capital Reserve—
As at 3ist December, 1931
Less Amount transferred to Central
Obsolescence and  Depreciation
1,586,751 Fund . . . . .
Amounts written off—
" Shares and Debentutes in and Ad-
vances to Subsidiary Comnpanies”
“Shares and Debentures in Associ-
ated Companies "
“Marke-ta.ble and 0t11cr I.rwest-
ments” . . .

2,615,376
——————— 4,704,127

(b} Free Reserve—
As at 315t December, 1931
Appropriated out of 1932 Income

£543.770

Note. All the dividends have been or will be paid subject to deduction of Income Tax. The final dividend will be
members on the Register of Members on r3th April, 1933.

ProFIT AND Loss AccouNT For THR YEAR ENDED 315T DECEMEBER, 1932

Interim Dividends paid for 1932 .
Provision for Final Dividends for 193z. .
Directors’ Remuneration {pursuant to Seu:t.ion
128 of the Companies Act, 1939) .
Lass Chargeable to Subsidiary Compames
Balance carried forward to 1933, as shown in
the Balance Sheet . . . . .

(Cxa)

£

£
882,311
2,319,816

Balance brought forward from 1931

Dividends from Subsidiary Compam‘.s
{declared out of Profits for 1932 arrived
at, in the majority of cases, before pro-
vidlng obsolescence and depreciation on
fixed asaets), dividends from Associated
Companies, and Income from Invest-
ments for the year 1932 . . .

45,458
45.458

543,770

Deduci Transter to Central Obsoles-
cance and Depreciation Fund
‘Transier to General Reserve .
PZVIIIOQ for Income Tax . .

£4.745.80%

£

5,662,404

1,000,000

3507404
145,000

8,224,000
1,000,000
418,271

250,037
56,602

2,500,000
500,000

6,662,404

3,662,404

3,000,000
1,000,000

7,225,000

725,000

6,500,000

3,000,000

4,000,000

9,500,000

£13,500,000

payable on 1st June, 1933, to

1,000,000
500,000
686,351

£
516,825

6,415,423
6,932,248

2,186,351

——

4,745,807
£4.745.897




AUTHORIZED CAPITAL—
1% Cumnlative Preference Shares of
nnry Shares of £1 each . .
Dioferred Shares of 10s. each . .
Unclassifiet Shares of {1 cath .
Unclassified Shares of 108. each .

IssusD CaPITAL—
22,600,448 7% Cumulative Prefer-
ence Shares of {1 e
. 43. 58%605 Crdinary Shares “of £|

21,736,361 Deiemd Shl:u oi lw.
cach . . B .

CENTRAL OBSOLESCENCE AND Dnuc-
tartor Fuxo . N .
GENERAL RESHRVE-—
Capita]l Resetve N .
Free Reserve . . .

NoTR. The details of the Central
bsobescence and Depreciation
Funit and General Reserve are
shown on preceding page (17 of
Annual Report}.
SuNDRY CREDITORS AND P'ROVISION
FOR TAXATION AND CONTINGENCIES.
FinaL DivinENDS (Gross) in respect of
the year 1532, recommended for
distribotion . - . .
PROFIT AND LoOS3 ACcouNT: Halance
carried forward to 1933 -
NoTE A. These Investinents have
been taken at cost or as revalued on
the basis of earmn% capacity on the
liquidation of Nobel Industries, L.td.
in 1928, Tess amoonts written off.
Notz B. There is a depreciation
of £1,940,278 in the marketable and
investments to which reference
is made in the Directors’ Report.
Note €. Contingent Uabilities ¢x-
isted at 315t December, 1933z, in
comuection with s\:buduary OF RA8OCic
ated companies, viz. [a) offern to
purchase shares for cash or for share
capital: (3 guarantees of bank over-
drafts; [¢) g tees of Debent
L4 gu.aramee of rlw:dend on prtfer-
ence capit: )
{) in conuccuon with a guarantu:
| to the C y's P

11
:Eg

E

Lowpon, 174 March,

933,

£

22,603,000
43,797,333
10,872,645
15,225,000

2,500,000

£95,000,000

h w'ﬁthe

IMPERIAL CHEMICAL INDUSTRIES, LTD.
BALANCE SHERT AB AT 3147 DECEMBER, 1932

£ =

22,600,448
43,580,605
10,868,380 10

77,048,334
4 00, O

5,300,000
3,000,000

- 9,500,000

3.307.572

1,919,816

543.370

£96,819.492

Snanks AND DEBENTURRS in Subsidiary
Companios {Soe Note A ]—

Debentures . . . . .

Avvarces to Subsidiary Companies for
CIPH&I Expenditun and General De-
t (Fexs written off} .

Luss Amounts written off in 193+ .
Ditto ditto . .

Less Debty due to buhem.lllry Com
panies . .

BHARKS AND DJEBENTURES in Awéoclated
Companies (bee Note A)—
Shares . . N .
Debentures . . . .

Fess Amounta written ] i g3

MARKETABLE AND UTHER [RVESTMERIS
(See Note H). -
Marketalle Shares | . .
Marketable Debentures . .

Unsuaterd Shares .
Unyquoted Debentures .

doevs Ly v Healization of Unguoted
Sharey and Debentores written o
LR L X . . .

SueNoky DERTars, BiLis HECEIVARLE,
LoAKS AND DAVMENTS IN ADVANCYE
tLess lgskmvas) including Incame Fax
recoverable from final dividends

1hvipeNDd (less Tax) included in l‘mﬁt
and Loss Account, to be recejved from
Subsidiary (‘umpanies in n»-\;u-ct. ul
1032

Loang Te lrualu o o melu}u.s Hllurt'

Investinent Scheme N
‘Fo Officers wader Compau} > ilusing
Scheme . . .

LAND, BUILLIRGS, MAUAZINES, UrFICE
Furnitvkr anp FIETiNGs, ®Te, (at
coxl leds amountls written ofty . .

Less Amounts written off in 1032

PatanTs AND TRADE MARKS [at coxt fess
amounty written off) .
Casti AT Banxinrs, tx Hano, AND Ix:

VESTAD N BAITISH  GOVERNMENT
SECURITIRS—
Gor t 5 ities at cost less

Reserve . . . . .

P, C, Dickuns, Treasurer,

AUDITORs REPORT

. In oor

Prics, Warsruowuns & Co.
Twonson McLinrocx & Co.

£ £ L
61,604,191
76,194
61,740,385
20,200, 822
41,950,207
3,517,494
$dan
3.913.025
Th014,532
11,706,393
ob,308,1 3,
G4 37485
14,547
e 1,451,732
230,037
----- 6,201,043
7.0 40
Ho8,230
. - Borpan
K36,281
GE, 305
c e 397_!’14(»
x A4, Hu
[ URCTH
s e BERM L
3.H57. 302
4. 820,000
RERIEH
»7e)
r————— 4,541
FLERT
[45.000
—— 338895
10,450
3,523,594
3,552,675
7,070,260
£96.919.492
ek ——
H. McGowan) .
Reavivg |} Divectors.

Chamical Induetrica, Limited, that we have examined the above Balance Sheet, and that we have obtsined el

ophion the Balunce Shest referred to, together with the notes thereon, is properly drawn
state of the Company's affwiry at 32st December, 1933, according to the best of our infarmetion wnd
ua,mdud:m the books of the Company.

] Asditors.
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This may seem laconic, but in much the same way as one
appraises a mosaic by thewhole and not by the pieces, so
possibly thisistheright attitudeto adopt toward concerns
such asthe Imperial Chemical, whose concentrated result
we may accept as an indication of the general state of the
variousunits.

Certainly, another interesting example of rationaliza-
tion in practice, Unilever, Ltd., which at 31st December,
1932, had an issued capital of nearly £31 millions, does
not publish a consolidated Balance Sheet. Presumably,
Unilever's audit department has aclose grip on the finan-
cial position of every company controlled; nevertheless,
the task of issuing a consolidated Balance Sheet showing
the financial position at a very recent date of 140 com-
panies would be no light undertaking, especialy as the
companies include Belgian, Dutch, Scandinavian, Swiss,
and other foreign concerns. It was formerly often con-
tended by critics that great combines would bring about
their own downfall from the alleged reason that they were
too big to be managed. These criticisms have become less
repeated as it has become understood that the picture of
a few directors burdened down with a weight of detail
haslittlecorrespondencewithreality. Thegreat combines
are strictly departmentalized, those responsible for the
departments reporting to a general executive.

TURNER AND NEWALL

Rationalization has made such headway in British
industry that it would be possible to cite many examples
of this form of industrial and financia evolution. The
Royal Dutch group of petroleum companies has a larger
combined capital than the Unilever, but the group repre-
sents more an interlocking of companies than absolute
unitary control, although the establishment of acommon
policy by the Royal Dutch is equally effective. A much
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smaller yet very interesting example is furnished by Turner
and Newall, manufacturers of asbestos and allied products.
The directors of this concern have stated their conception
of rationalization very clearly; their aimsareworth repro-
ducing at length. " The Turner and Newall organization,"
says this statement,

"is built around the principle of a grouping by con-
sent of allied interests and activities, based upon sf-
operating units (i.e. branch or controlled companies,
each with its own Board of Directors, composed of men
actually engaged and experienced in the business) linked
up for purposes of co-operation and co-ordination
through Executives of Branch and Controlled Company
Directors with the Board of your Company, which con-
fines its attention to general matters such as finance and
policy. The advantages of this method of co-operative
working will be obvious. Firstly, the pooling of know-
ledge and a general increase in achievement resulting
therefrom; secondly, freedom and flexibility at the
Branches and Controlled Companies; thirdly, co-opera
tion and co-ordination of effort by means of monthly
meetings of Directors and Controlled Companies; and
fourthly, a general supervision and control from your
own Board with the minimum of interference."

This Company has formed a Cartel to supplement its
policy of rationalization through direct control; to this
Cartel asbestos manufacturers in ten European countries
have so far allied themselves. The objects of the Cartel in-
clude exchange of technical knowledge, the establishment
in Switzerland of a Central Institute of Research, the
foundation of new factories in neutral countries, and the
organization of export business. The number of subsidiary
companies of Turner and Newall in June, 1933, totalled 27,
the control extending to companies producing the raw
material as well as to those engaged in manufacturing.
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KREUGER AND TOLL AND THE SWEDISH MATCH
Before we proceed to a few concluding remarks on the
subject of rationalization in general, a reference must be
made to the activities of the Swedish Companies, Kreuger
and Toll and the Swedish Match Company, which have
been worked under single control. Readerswill remember
that wearewritingin 1933. Kreuger and Toll isin asnse
an Investment Trust Company, but it has been more
significantly a Finance Company engaged very largely in
smoothing the path for deals by the Swedish Match con-
cern. The policy of the Swedish Match Company has been
to acquire in many nations monopalies for the manufacture
of matches. It has done so by obtaining control of other
concerns, by making working arrangements with other
manufacturers to such an extent as to eliminate any real
competitive factor, or by securing monopolies direct from
Governments in return for loans. Such a loan policy has
been carried out almost theworld over, and inthe carrying
out of the policy Kreuger and Toll has played a prominent
negotiatory part. The complete control of these two
companies until 1932 was in the hands of one, Mr. lvar
Kreuger, who in that year committed suicide, after having
brought the concerns over which he was the president
into desperate financial condition. Since the direction of
Kreuger and Toll and the Swedish Match Company
proved to be so serioudy at fault, it would be wasting time
to attempt to judge the merits and demerits of rational-
ization from the experiences of these two concerns. We
would remark, however, that the granting of loans to
impecunious Governments in return for industrial priv-
ileges strikes us as a distinctly unhealthy form of capital-
istic activity. This form of lending rdeases Governments
from the necessty of having to submit to the ordinary
tests of the international capital markets when they want
to borrow, and it encourages Governments to run further

14A—-(Cia)
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into debt than canons of sound finance warrant. Addi-
tionally it is unfair to those manufacturers who have not
similar resources and to those who, if they had the means,
would not deem financing Governments the legitimate
concern of industrialists, whether those industrialists
acted directly or through a sister Company.

RATIONALIZATION: STATE POLICY AND
SOCIAL JUSTICE

The right connection of Governments with rationaliza-
tion is the other way round, namely, that Governments
should foster the movement even to the extent of risking
a limited amount of cash where initial guarantees are
required, as, for example, in the cases of industrieswith a
future but which have sunk solow that additional capital
cannot be obtained without State sponsorship. Even a
course such asthis should be taken rarely. The better way
is on the lines of the Bankers' Industrial Development
Company, which was formed in 1930 with a nominal
capital of £6 millions, divided into forty-five" A " Shares
and fifteen " B " Shares of £100,000 each, one-fourth of
the capital being called up. The " A" Shares have been
subscribed by British banking and issuing houses, and
the "B " Shares by the Securities Management Trust, a
company formed by the Bank of England; as the " B "
Shares have three times the voting power of the " A," the
voting power of the Bank of England is equal to that of
the other subscribers.

It was officially stated that the Bankers' Industrial
Development Company would examine schemes of ration-
alization submitted by basic industries and assist those
industries to obtain the necessary capital. Individual
companies would not be financed; these would still have
to negotiate with financial institutions in the ordinary
way. The purpose of the Bankers' Company was to ensure
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that satisfactory regional schemes for the reorganization
of industry would receive the widest measure of practical
assistance. It was considered that the approval of the
Company would afford evidence that schemes were worthy
of support and thus command the backing of City financial
houses. The Company during the first four years of its
history was principally concerned with attempts to reor-
ganize the Lancashire Cotton Industry, the Lancashire
Steel Industry, and the Nottingham collieries. In this
period also was formed the National Shipbuilders Security
for the buying up and closing down of redundant ship-
yards, the Securities Management Trust assisting the
venture.

Rationalization is at an early stage; many of the
changes it is likely to induce are the province of the
engineer, and upon most of the lines of possible develop-
ment, industrial or financial, it would be rash to prophesy.
The investor would do well to bear in mind, however, that
therelation of the large combination to the State and to the
public will be an increasingly responsible one. Dividends
are unlikely to be paid on the scale which swelled the
stomachs and turned the heads of the most materially
favoured of our Victorian ancestors. Some of us who are
investorsand who want to see the cause of social justice ad-
vance will not repine; and neither will we buy the shares
of rationalized concerns at prices which suggest that
distributable profits will be unlimited.



NOTES

CHAPTER I . | am aware that there are aspects of the
controversy upon usury specially appealing to philosophers
and theologians and that the attitude of the Church toward
thetaking of interest may have been more fundamental than
secularly-minded historians allow and a majority of the
Church's pamphleteers reveal. A particularly sympathetic
examination of the Church's case isto be found in Mr. R. H.
Tawney's introduction to A Discourse upon Usury by Thomas
Wilson. " The formal expression of medieval theory retained
totheend,"” says Mr. Tawney, "the characteristicsnatural in
a system which claimed to mediate between the humblest
activity and the divine purpose and which, therefore, discussed
economic issues as subordinate to the real busness of life,
which issalvation. It wasthe menaceto thiswhole philosophy
which causes contemporary religious opinion to find an almost
tragic interest in the controversy with regard to usury. For
it had been through the theory of usury that the most per-
sistent attempt had been made to translate these general
ethical conceptions into a legal system applicable to the
particular transactions by which property is acquired and
tradecarried on."

George Eliot, presumably relying on Italian historical
sources, tells usin the fifth chapter of Rotnolathat the Bardi,
"the Christian Rothschilds of that time," undertook to furnish
specie for the wars of Edward | | | and had revenues'in kind
made over to them, especially in wool. " Their august debtor
left them with an august deficit, and alarmed Sicilian creditors
made atoo sudden demand for the payment of their deposits,
causing a ruinous shock to the credit of the Bardi and that of
associated houses, which was felt as a commercial calamity
along the coasts of the Mediterranean." Actually, the Bardi
failed inthereign of Henry V | , nearly seventy years after the
death of Edward | | | . Therefore, the failure can hardly be
attributed to the misdoings of the latter monarch.

CHAPTER I L The Merchants of the Staple and the Brother-
hood of St. Thomas & Becket, which in some old references
seem indistinguishable from one another, were in existence
before the Society of Merchant Adventurers. The date of the
Staplers first English Charter is unknown, but it is recorded
that they were trading to the Netherlands in the middle of
the thirteenth century. It is noteworthy that the Staplers
were for long all foreigners and that this state of affairs was
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encouraged by English kings. The Staplers can be regarded
as an English Corporate Body from 1362, when restrictions on
English merchants were removed. The Society of Merchant
Adventurers claim to have sprung from the London Guild of
Mercers, a Company which started the first woollen manu-
facture in England in 1296.

The Levant Company in 1680 claimed to be Regulated, and
in the course of a dispute with the East India Company
criticized joint stock companies as not so much encouraging

" merchants as all sorts and conditions of people who happened
to be shareholders. It might seem to follow that at thistime
only actual merchants were shareholders in the Levant
Company. But in 1629 the Levant Company resolved to
trade as joint stock, so as to reduce the Greeks to reasonable
prices. The joint stock principle was re-affirmed in the
following January, as likely to be beneficial to the Company.

CHAPTER I11. Charles I's dislike of the East India Company
is the better understood when it is known that the Company
declined to advance him money or to allow him to join the
Company without paying his footing.

CHAPTER VII. " Thelast twenty years of the eighteenth cen-
tury yield us little in company history." Yield us little, that
is, as far as the main stream of company history is concerned.
Between 1780 and 1790 several substantially capitalized
companieswere formed in the provinces, including the Cornish
Metal Society, the Birmingham Mining and Copper Company,
and the Crown Copper Company. The capital, however, was
subscribed locally and the number of shareholders small.

CHAPTER VIIl. Britain's Foreign Investments. Professor
J. H. Clapham refersto a"reputed” amount of £93 millionsin
1827. (An Economic History of Modern Britain, 1926 Edition,
page 495.)

"The amount of British investments in the United States
round about 1840 has been estimated at figures varying from
£22 millions to £40 millions." The first estimate is that of
Garland; the second that of Andrew Jackson.

" ... thefigureof £224 millions looks below the mark,
at least as far as investments in Railway Companies are
concerned." Leone Levi in The History of British Commerce
gives£69,626,000 asthe nominal capital of Railway Companies
making public issues in 1834, 1835, and 1836. The total
capital of British Railwaysat 30th June, 1845, was £88,481,000.

CHAPTER IX. "There is fairly definite evidence that
twenty-five years later the sum was approximately £1,000
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millions." | have accepted Sir Robert Giffen's estimate of
£1,300 millions as the amount of British capital invested
abroad at the end of 1878. If we take the average annual
amount of overseas investment from 1871 to 1878 at £35
millionswe are left with atotal of £1,000 millions asthe figure
at the end of 1870.

"The amount of gold currency in circulation within the
United Kingdom increased from £1 13s. per head of popu-
lation in 1844 to £2 12s. per head in 1868." The estimate
for 1844 is based on William Newmarch; that for 1868 on
W. S. Jevons.

CHAPTER X I I . Classification of Investments. The example
isfrom the Report of the L ake View Investment Trust for the
year to 31st March, 1933. It will be appreciated that the
method of distribution of investments varies greatly according
to the convictions, knowledge, and temperament of directors.

The quotation from Mr. Glasgow is from his book The
Scottish I nvestment Trust Companies.

CHAPTER XVII. Britain's Overseas Investments. Sir
Robert Kindersley in 1933 estimated Great Britain's Overseas
Investments at 31st December, 1930, as amounting to
£3,185 millions. Thisfigure represents public issues of capital
only and does not include private investments and securities
not quoted in Great Britain, which would, Sir Robert calculates,
account for another £540 millions. Sir Robert "roughly”
estimates that these £540 millions were distributed as follows:
Dominions, £200 millions; United States, £120 millions; South
America, £120 millions; and Europe, £50 millions. Hisanalysis
of the geographical distribution of the public issues is st out
below—

£ £
Australasia . . 494,000,000 Europe . . . 245,000,000
India and Ceylon . 458,000,000 Argentine . . 360,000,000
Canada . . . 446,000,000 Brazil . . . 151,000,000
South Africa . . 224,000,000 Chile . . . 49,000,000
New Zealand . . 123,000,000 Rest of South Amer-
Malaya . . 108,000,000 ica . . . 83,000,000
British West Africa. 46,000,000 Mexico and Central
West Indies . . 40,000,000 America . . 50,000,000
Other Colonies . 48,000,000 United States. . 81,000,000
Japan . . . 63,000,000
China . . . 40,000,000
Other Asiatic Coun-
tries . 47,000,000

Non-British Africa . 29,000,000

—— Total Foreign Coun—m7FHo««+-——
Total Dominions £1,987,000,000 tries . £1,198,000,000

Grand Total . . £3,185,000,000



NOTES 209

Sir Robert put the income from British Overseas Invest-
ments in the four years 1929-32 as under—

e
| 1929 1 1930 i 1931 i 1932

From £ C C C
Foreign and Colonial
Governmentsand M uni-
cipalities . . 64,661,000 64,666,000 65,920,000 60,000,000
British Companies (regis- ;
teredinGreat Britain) . 85,983,000 76,466,000 48,747,000 42,500,000
Foreign and Colonial Com-
panies (reglstered
abroad) . 61,721,000 51,043,000 40,846,000 38,200,000
Other Investments not -i
covered by above . 18,510,000 16,830,000 13,224,000 | 11,900,000
£230,875,000 £209,005,000 £168,737.000 | £152,600,000
i |

It will be noted that Great Britain's investments in the
United States at 31st December, 1930, were substantially less
than at the end of 1913, reflecting the vast sales of these
investments made by Great Britain in order to finance the
War.

CHAPTER XVIII. "A League of Nations Report"—The
Course and Phases of the World Economic Depression.

CHAPTER X1 X. Imperial Chemical Industries. "Theinitial
capital was slightly over £58 millions." Some industrious
person is sure to add up the shares enumerated and find that
the total isE57%millions. Therefore, | explain that another
£500,000 had been allotted, but did not rank for dividend in
the first year.
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Ph.D. In demy 8vo, cloth gilt, 284 pp. 10s. 6d. net.
!

THE BILLS OF EXCHANGE ACT. 1882. ByM.H.MEGRAH, B.Com. (Lond.),
Cert. A.1.B. In demy 8vo, cloth gilt, 195 pp. 6B. net.

A PRACTICAL EXAMINATION OF THE BILLS OF EXCHANGE ACTS
By (ij H, FENNELL. Second Edition. | n medium 8vo, cloth gilt, 168 pp.
7S. 6d. net.

EUROPEAN BILLS OF EXCHANGE. By C. A. SIBLEY. Second Edition.
In demy 8vo, cloth, 112 pp. 7s 6d. nét.

TITLE DEEDS OLD AND NEW. By FRANCIS R. STEAD. |n demy 8vo,
cloth gilt, 192 pp. 5s. net.

THE BANKER AS A LENDER. By F. E. STEELE. In demy 8vo, cloth gilt,
150 pp. 5s.net.

HOW TO SUCCEED IN A BANK. By F. E. STEELE. In crown 8vo, cloth,
156 pp. 8s.6d.net.

BANKING AS A CAREER. By F. A. WILLMAN, Certificated Associate of the
Institute of Bankers. In demy 8vo, cloth gilt, 144 pp. 8s 6d. net.

TALKS ON BANKING TO BANK CLERKS. By HAROLD E. EVANS, Fellow
of the Ingtitute of Bankers. In crown 8vo, cloth, 152 pp. 2s 6d. net.

ANSWERS TO QUESTIONS SET AT THE EXAMINATIONS OF THE
INSTITUTE OF BANKERS. ByL.L.M.MINTY, Ph.D., B.Sc. (Econ.),
B.Com. Foreign Exchange, PartSl and | | . Each 8s 6d. net. Economics,
Partsl and | I". Each 5s net. English Grammar and Compostion, Part |.
3s.6d.net. Partl |, 5s net.

BANKERS AND THE PROPERTY STATUTES OF 1925 AND 1926. By
R. W. JONES, Certificated Associate of the | nstitute of Bankers. Second
Edition. In demy 8vo, cloth gilt, 200 pp. 6s. net.

BANKERS ADVANCES. By F. R. STEAD. Third Edition by C. R. W.
CUCKSON, B.A., LL.B. I'n demy 8vo, cloth gilt, 150 pp. 6s. net.

BANKERS TESTS. By F. R. STEAD. In demy 8vo, cloth gilt, 144 pp.
10s 6d. net. '

BANKERS ADVANCES AGAINST PRODUCE. By A. WILLIAMS. In demy
8vo, cloth gilt, 147 pp. 6s. net.

ENGLISH COMPOSITION AND BANKING CORRESPONDENCE. By
L. E. W. O. FULLBROOK-LEGGATT,M.C, B.A. Second Edition. | ndemy
8VQ, cloth gilt, 800 pp. 5s. net.

DICTIONARY OF BANKING. By W. THOMSON, formerly Bank |nspector,
Eighth Edition. In crown 4to, half-leather gilt, 754 pp. 80s. net.

A COMPLETE DICTIONARY OF BANKING TERMSIN THREE LANGUAGES

ENGLI_SH-FRENCH-GERMANL. By L. HERENDI, Managing Clerk,

théngarlan General Credit-Bank. Size 9%in. by 6%in., cloth gilt, 566 pp.
net.
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SECRETARIAL WORK, ETC.

ENGLISH FOR SECRETARIAL STUDENTS. By WALTER SHAWCROSS, B.A.
In demy 8vo, cloth gilt, 238 pp. 5s. net.

COMPANY SECRETARIAL ROUTINE. By C. C. WALFORD AS. A. A, AGI.S.
In foolscap 8vo, leatherette, 64 pp. Is. net.

THE COMPANY SECRETARY'S YADE MECUM. Edited by PHILIP TOVEY,
F.C.I.S. Fourth Edition, Revised by C. W. ADAMS, A.C.[.S. In foolscap
8vo, cloth, 170 pp. 3s 6d. net.

SECRETARY'S HANDBOOK. Edited %S’r H. E. BLAIN, C.B.E. Second
Edition. In demy 8vo, cloth gilt, 168 pp. 5s. net.

GUIDE FOB THE COMPANY SECRETARY. By ARTHUR COLES. Third
Edition, Revised by W. CECIL WOOD, A.C.I.S. In demy 8vo, cloth gilt,
512 pp. 6s.net.

PRACTICAL COMPANY SECRETARY. By P. F. KNIGHTLEY, A.CI.S In
demy 8vo, cloth gilt, 238 pp. 7s 6d. net.

PRACTICAL SECRETARIAL WORK. By HENRY I. LEE, AI.SA. and
WILLIAM N. BARR. In demy 8vo, cloth gilt, 406 pp. 7S. 6d. net.

GUIDE TO COMPANY SECRETARIAL WORK. By O. OLDHAM, A.CI.S.
Fifth Edition, Revised by G. K. BUCKNALL, A.C.I.S. (Hons). In crown
8vo, cloth gilt, 256 pp. 3s 6d. net.

DICTIONARY OF SECRETARIAL LAW AND PRACTICE. Edited bK
PHILIP TOVEY, F.C..S, assged by specialis contributors. Fourt
Edition. In crown 4to, half-leather gilt, 1040 pp. 40ft. net.

HONORARY SECRETARYSHIP. By W. B. THORNE. In crown 8vo, cloth.
81lpp. 2s.6d.net.

THE TRANSFER OF STOCKS SHARES, AND OTHER MARKETABLE
SECURITIES. By F. D. HEAD, B.A. (Oxon), Barrister-at-Law. Fourth
Edition. In demy 8vo, cloth gilt, 204 pp. 7s.6d.net.

PRACTICAL DIRECTORSHIP. By H. E.COLESWORTHY,A.CA.. ASAA.
Second Edition. In demy 8vo, cloth gilt, 284 pp. 10s. 6d. net.

FORMATION AND MANAGEMENT OF A PRIVATE COMPANY. By F. D.
HEAD, B.A. Second Edition. |n demy 8vo, cloth, 226 pp. 7s 6d. net.

THE COMPANY REGISTRAR'S MANUAL. B(%/SJ. J. QUINLIVAN. Second
Edition. In demy 8vo, cloth gilt, 360 pp. 10s. 6d. net.

MEETINGS. By F. D. HEAD. B.A. (Oxon), of Lincoln's Inn, Barrister-at
Law, Third Edition. In demy 8vo, cloth gilt, 262 pp. 5s. net.

THE CHAIRMAN'S MANUAL. By GURDON PALIN, Barrister-at-Law, and
ERNEST MARTIN, F.C.LS. Second Edition. In crown 8vo, cloth gilt,
174 pp. 5s.net.

HOW TO TAKE MINUTES. Edited by ERNEST MARTIN, F.C.I.S. Fourth
Edition. In demy 8vo, cloth gilt, 144 pp. 25 6d. net.

PROSPECTUSES: HOW TO READ AND UNDERSTAND THEM. By PHILIP
TOVEY, F.C.I.S, and H. LAMBERT SMITH, BS. Second Edition. In
demy 8vo, cloth gilt, 109 pp. 5

net.
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PRACTICAL SHARE TRANSFER WORK. By F.W. LIDINGTON. In crown
0, 123 pp. 8s 6d. n
QUESI'IONS AND ANSNERS ON SECRETARIAL PRACTICE. By E. J.
HAMMOND. Fourth Edition. Revised by G. K. BUCKNALL, A.C.I.S. EI/-Ions).
In demy 8vo, cloth gilt, 250 pp. 7s 6d. net

EXAMINATION NOTES ON SECRETARIAL PRACTICE By C.W.ADAMS,
. Seoond Edition. In crown 8vo, cloth, 80 pp. 2s 6d. net.

INCOME TAX

INCOME TAX LAW, PRACTICE, AND ADMINISTRATION. By F. F.
SHARLES, F.S.A.A.; R. P. CROOM-JOHNSON, LL.B., K.C.; L. C. GRAHAM-
DIXON, of the I nner Temple Barrister-at-Law; and W. J. ECCOTT, formerly
one of H.M. Principal Inspectors of Taxes. In crown 4to, half leather
gilt, 1432 pp. £4 4s net. Three volumes

DICTIONARY OF INCOME TAX AND SUR-TAX PRACTICE. By W. E.
SNELLING. Eighth Edition. |n demy 8vo, half leather gilt, 732 pp. 25s
net.

INTRODUCTION TO INCOME TAX. By E. D. FRYER, A.L.A.A. In crown
8vo, cloth, 100 pp. Second Edition. 2S. 6d. net.

SNELLING'S PRACTICAL INCOME TAX. In crown 8vo, cloth, 181 pp.
8s 6d. net. Twelfth Edition.

INCOME TAX HANDBOOK FOR COMPANY SECRETARIES. By C. W.
CHIVERS. In demy 8vo, cloth gilt, 156 pp. 5s net.

ECONOMICS

THE GENERAL TARIFF OF THE UNITED KINGDOM: LAW AND REGU-
LATIONS. Compiled by A. S HARVEY, H.M. Customs and Excise Depart-
ment. In demy 8vo, cloth gilt, 188pp 5s. net.

AN INTRODUCTION TO INTERNATIONAL TRADE AND TARIFFS. By
R. A. HODGSON, B.Com. (Lond.). | ndemy 8vo, cloth gilt, 208 pp. 6s net.
ECONOMICS OF THE ENGLISH BANKING SYSTEM. By W. J. WESTON,
, B.&c, of Gray's Inn, Barrister-at-Law. In demy 8vo, cloth gllt

136 pp Bs.net.

DICTIONARY OF ECONOMIC AND BANKING TERMS. ByW.J.WESTON.
M. ; and A. CREW, Barrister-at-Law. | n crown 8vo, cloth, 248 pp.
5s net. Thlrd Edition.

ECONOMIC GEOGRAPHY. By J. MCFARLANE, M.A., M.Com. Third Edition.
In demy 8vo, cloth gilt, 656 pp. 10s 6d. net.

THE PRINCIPLES OF ECONOMIC GEOGRAPHY. By R. N. RUDMOSE

BROWN, D.SC Second Edition. | n demy 8vo, cloth gilt, 223pp 6s. net.

THE HISTORY OF COMMERCE. By T.G. WILLIAMS,M.A., F.R.Hist.S,,
F.R.Econ.S. In demy 8vo, cloth gilt, 343 pp. 5s. net.

OUTLINES OF THE ECONOMIC HISTORY OF ENGLAND. By H. O.
MEREDITH, M.A., M.Com. Second Edition. In demy 8vo, cloth gilt,
430 pp. 7s.6d.net.

INTERNATIONAL REUTIONS. By R. L. BUELL. I'n demy 8vo, cloth gilt,
858 pp. 21s.net.
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MAIN CURRENTS OF SOCIAL AND INDUSTRIAL CHANGE. By T. G.
WILLIAMS, M.A., F.RHist.S,, F.R.Econ.S. In crown 8vo, cloth gilt,
320 pp. 5s.net.

THE PRINCIPLES OF BUSINESS ECONOMICS. By JAMES STEPHENSON,
M.A., M.Com., D.Sc. In demy 8vo, cloth gilt, 504 pp. 10s 6d. net.

ECONOMICS OF THE MANUFACTURING BUSINESS. By W. A. STEWART
JONES, F.CW.A., FSS. Indemy 8vo, cloth, 160 pp.” 8s. 6d.

ECONOMICS FOR BUSINESS MEN. By W. J. WESTON, M.A.,, B.Sc. In
crown 8vo, cloth gilt, 230 pp. 3s. 6d. net.

PRINCIPLES OF ECONOMICS. By L. A. RUFENER, Ph.D. In medium 8vo,
cloth gilt, 862 pp. 168. net.

A TEXTBOOK OF ECONOMICS. By W. J. WESTON, M.A,, B.Sc. In demy
8vo, cloth gilt, 460 pp. 10s. 6d. net.

ECONOMIC PRINCIPLES FOR INDIAN READERS. By Dr. P. BASU.
In demy 8vo, cloth, 356 pp. 7s. 6d. net.

ECONOMICS OF INSTALMENT TRADING AND HIRE PURCHASE. By W. F.
CRICK. In demy 8vo, cloth gilt, 126 pp. 5s. net.

LABOUR ECONOMICS. By SOLOMON BLUM. In demy 8vo, cloth gilt.
590 pp. 12s.6d.net.

THIS AGE OF PLENTY. By C. M. HATTERSLEY, M.A., LL.B. Fourth
Edition. In crown 8vo, 427 pp., paper, 3s. 6d. net; cloth, 6s. net.

A FAIR WAGE. By EDWARD BATTEN, M.I.Mech.E. 100 pp. 2s 6d. net.

ECONOMICS OF THE INDUSTRIAL SYSTEM. By H. A. SILVERMAN, B.A.
(Econ.). Indemy 8vo, 348 pp. 7s. 6d. net.

THE SUBSTANCE OF ECONOMICS. By H. A. SILVERMAN, B.A. (Econ.)
Eighth Edition. In demy 8vo, cloth gilt, 370 pp. 6s. net.

ECONOMICS OF PRIVATE ENTERPRISE, THE. By J. H. JONES, M.A.
In demy 8vo, cloth gilt, 456 pp. 78. 6d. net.

INDUSTRIAL COMBINATION IN ENGLAND. By PATRICK FITZGERALD,
D.SC. (Econ.), Acting Editor "The Statist." Second Edition. In demy
8vo, cloth gilt, 248 pp. 10s. 6d. net.

ECONOMICS OF THE WHOLESALE AND RETAIL TRADE. By JAMES
STEPHENSON, M.A., M.Com., D.Sc. In demy 8vo, cloth, 292 pp. 5s.

ECONOMICS OF PRODUCTION AND EXCHANGE. By JAMES STEPHENSON,
M.A., M.Com., D.Sc.; and NOEL BRANTON, B.Com. In demy 8vo, cloth,
484 pp. 7s. 6d. net.

ECONOMICS OF BANKING, TRADE AND FINANCE. By JAMES STEPHENSON
and NOEL BRANTON. In demy 8vo, cloth, 382 pp. 7s 6d.

ECONOMICS OF THE IMPORT AND EXPORT TRADE. By HIROMU
NAGAOKA. In demy 8vo, cloth, 235 pp. 5s.

ENGINEERING ECONOMICS. By T. H. BURNHAM, B.SC, Hons, B.Com.
(Lond.), A.M.IMech.E. Second Edition. In demy 8vo, cloth gilt, 392 pp.
10s. 64, net.
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PITMAN'S ECONOMICS SERIES

General Editor: PROFESSOR J. H. JONES, M.A.
Each in large crown 8vo, bound in limp keratol, gilt.
A PRIMER OF ECONOMIC GEOGRAPHY. By L. W.LYDE, M.A, FRG.S,
F.R.S.G.S. 220 pp. 5s.net
BRITISH ECONOMISTS. By FRANCIS C. HOOD, M.A. 106 pp. 2s 6d. net.
BUSINESS FORECASTING. By J. H. RICHARDSON, M.A., Ph.D. 110pp.
2s. 6d. net.
CURRENCY AND BANKING. By D. T. JACK, M.A. 204 pp. 5s net.
ECONOMIC FUNCTIONS OF THE STATE. By R. H. SOLTAU, M.A. 184 pp.
5 net.
FINDING CAPITAL FOR BUSINESS. By DAVID FINNIE, M.A., CA. 126 pp.
2s. 6d. net.

INTERNATIONAL TRADE. By D. T. JACK, M.A. 126 pp. 2g.6d.net.
METZIS-I%[&S OF REMUNERATION. By R. WILSON, M.A. BS. 108 pp.
. net

OVERHEAD COSTS By SIR HENRY N. BUNBURY, K.C.B. 9pp. 2 6d.
net.
PRODUCTION. By HUBERT PHILLIPS, M.A. (Oxon). 168pp. 5s.net.

SOCIALISM. By ROBERT RICHARDS. 114 pp. 2s.6d.net.
TRANSPORT AND COMMUNICATIONS., By K. G. FENELON, M.A.. Ph.D.
110pp. 2s.6d.net.

VALUE AND DISTRIBUTION. By HUBERT PHILLIPS, M.A. (Oxon). 174 pp.
5s. net.

MUNICIPAL WORK

COSTING SCHEMES FOR LOCAL AUTHORITIES. By J. H. BURTON.
Seoond Edition. In demy 8vo, 144 pp. 5s net

LOANS AND BORROWING POWERS OF LOCAL AUTHORITIES. By
J. H. BURTON. In demy 8vo, cloth gilt, 228 pp. 7s 6d. net

LOCAL GOVERNMENT OF THE UNITED KINGDOM AND THE IRISH FREE
STATE. By J. J. CLARKE, M.A., F.S.S,, of Gray'sInn, Barrister-at-Law.
Seventh Edition. In crown 8vo cloth g||t 864 pp. 12s 6d. net.

RATES AND RATING. By ALBERT CREW, Barrister-at-Law, and W. T.
CRESWELL. Seventh Edition (England and Wales). In crown 8vo, cloth

gilt, 526 pp. 12s.6d.net.

MUNICIPAL BOOK-KEEPING. By J. H. MCCALL, F.SA.A. Third
Edition. In demy 8vo, cloth gilt, 130 pp. 7s 6d. net.

MUNICIPAL AUDIT PROGRAMMES. By S WHITEHEAD, A.SAA.

Second Edition. In demy 8vo, cloth gilt. 116 pp. 5s net.
MUNICIPAL ACCOUNTING SYSTEMS. By S WHITEHEAD. Second Edition.

In demy 8vo, cloth gilt, 168 pp. 5s. net.

MUNICIPAL STUDENT'SEXAMINATION NOTEBOOK. By S WHITEHEAD.
Second Edition. In crown 8vo, cloth, 335 pp. 7s 6d. net.

AMERICAN CITY GOVERNMENT. By W. ANDERSON, Ph.D. In demy 8vo,
cloth gilt, 686 pp. 2I8.net.
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MUNICIPAL SERIES. TheOrgfanizationand Adminigtration of theVarious
II?espzr}l\ments of a Municipal Office Edited by W. BATESON, A.CA,

FINANCE DEPARTMENT. By WILLIAM BATESON, A.CA., FSAA. In
demy 8vo, cloth gilt, 274 pp. 7s. 6d. net.

TRAMWAYS DEPARTMENT. By S B. NORMAN MARSH, Accountant to
the Birmingham Corporation Tramways. | n, demy 8vo, cloth gilt,
170 pp. 6g.net.

ELECTRICITY UNDERTAKING. By C. L. E. STEWART, M.I.E.EE. In
demy 8vo, cloth gilt, 180 pp. 6s. net. -

GAS UNDERTAKING. By EDWIN UPTON, F.SA.A. |n demy 8vo, cloth
gilt, 130 pp. 58. net.

TOWN CLERK'S DEPARTMENT AND THE JUSTICES CLERK'S
DEPARTMENT. By A. S WRIGHT and E. H. SINGLETON. In demy
8vo, cloth gilt, 268 pp. 78. 6d. net.

WATERWORKS UNDERTAKING. By FREDERICK J. ALBAN, FSAA,
F.I.M.T.A., A.C.I.S. Indemy 8vo, cloth gilt, 314 pp. 10s.6d.net.

EDUCATION DEPARTMENT. By ALFRED E. IKIN,B.SC,LL.D. I ndemy
8vo, cloth gilt, 251 pp. 7s 64. net.

PUBLIC HEALTH DEPARTMENT. By W. A. LEONARD, Chief Clerk and
Statistician in the Public Health Department, Birmingham. In demy
8vo, cloth gilt, 155 pp. 6s net.

MUNICIPAL ENGINEER AND SURVEYOR'S DEPARTMENT. By E. J.
ELFORD, Engineer, Architect and Surveyor to the Metropolitan Borough
of Wandsworth. In demy 8vo, cloth gilt, 245 pp. 101. W. net.

RATING DEPARTMENT. By A.H. PEACOCK, M.A., ASA.A., Incorpor-
ated Accountant. In demy 8vo, clath gilt, 96 pp. 5s net.

ADVERTISING AND SALESMANSHIP

THE DICTIONARY OF ADVERTISING AND PRINTING. By G. J. FRESH-
\ZVQER and ALFRED BASTIBN. I n crown 4to, half leather gilt, 460 pp.
net.

ART IN ADVERTISING. By DOROTHY E. M. HOLDICH and ERNEST W.
TWINING. I ncrown 4to, cloth gilt, 206 pp. 25s net.

ADVERTISING TO WOMEN. By CARL A. NAETHER, M.A. Sze9in. by
6in., cloth gilt, 356 pp. 2la. net.

STORECRAFT. By S A. WILLIAMS. M.A. In crown 8vo, cloth, 143 pp.
88.6d. net.

PRINCIPLES OF RETAIL DISTRIBUTION. By S. A. WILLIAMS, M.A. In
crown 4vo, cloth gilt, 218 pp. 5s. net.

PRINCIPLES OF RETAILING. By N. A. BRISCO, Ph.D. In demy 8vo,
cloth gilt, 336 pp. 168.net.

SUCCESSFUL RETAILING. By E. N. SIMONS. I n demy 8vo, claoth gilt,
210 pp. 5Ssnet.
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THE CRAFT OF SILENT SALESMANSHIP. A Guide to Advertisement
Construction. By C. MAXWELL TREGURTHA and J. W. FRINGS, Size
6%2in, by 9%in., cloth, 98 pp., with illustrations, 5s. net.

SALES COUNTERCRAFT. By WILLIAM G. CARTER, M.P.S. In demy 8vo,
cloth gilt, 224 pp. 7s. 6d. net.

PERSONAL SALESMANSHIP. By R. SIMMAT, M.A. | n demy 8vo, cloth
gilt, 108 pp. 5s. net.

SALESMANSHIP. By WILLIAM MAXWELL. In crown 8vo, cloth gilt, 238 pp.
58. net.

SALESMANSHIP. By W. A. CORBION and G. E. GRIMSDALE. In crown 8vo,
cloth, 168 pp. 33.6d. net.

TRAINING FOR MORE 8ALES. By C. C. KNIGHTS. Second Edition. I n
demy 8vo. cloth, 264 pp. 58. net.

AN OUTLINE OF SALES MANAGEMENT. By C. C. KNIGHTS. Second
Edition. In demy 8vo, cloth gilt, 196 pp. 5s net.

TECHNIQUE OF SALESMANSHIP. By C. C. KNIGHTS. Second Edition.
In demy 8vo. cloth gilt, 249 pp. 5s net.

BUILDING RETAIL SALES. By C. C. KNIGHTS. In demy 8vo. cloth gilt,
230 pp. 5s.net.

MORE SALESTHROUGH THE WINDOW. By C. C. KNIGHTS. | n demy
8vo, cloth gilt, 170 pp. 5s net.

PRACTICAL SALESMANSHIP. By N. C. FOWLER, Junr. I n crown 8vo.
337 pp. 7s.6d.net.

RETAIL MANAGEMENT. By CUNLIFFE L. BOLLING. I n demy 8vo, cloth
gilt, 484 pp. 15s net.

RETAIL SALESMANSHIP. By CUNLIFFE L. BOLLING. Second Edition. I n
demy 8vo, cloth gilt, 284 pp. 7s. 6d. net.

SALES MANAGEMENT. By CUNLIFFE L . BOLLING. Second Edition. I n
demy 8vo, cloth gilt, 372 pp. 10s. 6d. net.

SALESMEN'S AGREEMENTS. Compiled from the proceedings of a special
Conference of the Incorporated Association of Sales Managers of Great
Britain. In demy 8vo, cloth gilt, 84 pp. 5s. net.

THE OUTFITTER'S SALESMAN. By E. OSTICK, M.A., L.C.P. In crown 8vo,
cloth gilt, 170 pp. 5s. net.

TEXTILESFOR SALESMEN. By E. OSTICK, M.A.,L.C.P. Second Edition.
In crown 8vo, cloth gilt, 174 pp. 5s net.

PSYCHOLOGY AS A SALES FACTOR. By A. J. GREENLY. Second Edition.
In demy 8vo, cloth gilt, 224 pp. 108. 6d. net.

MODERN SALES CORRESPONDENCE. By D. M. WILSON. I n demy 8vo,
cloth gilt, 80 pp. 58. net.

DIRECT MAIL ADVERTISING FOR THE RETAIL TRADER. By H.
DENNETT. I n demy 8vo, cloth gilt, 220 pp. 7s. 6d. net.

SALES AND ROUTINE LETTERS FOR THE RETAIL TRADER. By H.
DENNETT. In demy 8vo, cloth gilt, 204 pp. 7s 6d. net.

COMMERCIAL TRAVELLING. By ALBERT E. BULL. In crown 8vo, cloth
gilt, 174 pp. 3s 6d. net.

TRAINING FOR TRAVELLING SALESMEN. By FRANK W. SHRUBSALL.
In crown 8vo, cloth gilt, 90 pp. 2s, 6d. net.
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THE BUSINESS MAN'S GUIDE TO ADVERTISING By A. E. BULL. In
crown 8vo, cloth, 127 pp. 3s. 6d. n

ADVERTISING AND THE SHOPKEEPER. By HAROLD W.ELEY. Incrown
8vo, 160 pp. 3S. 6d. net.

ROUTINE OF THE ADVERTISING DEPARTMENT. By REGINALD H. W.
Cox. In demy 8vo, cloth gilt, 202 pp. 10s 6d. net.

LAY-OUTS FOR ADVERTISING. By JOHN DELL. In crown 8vo, cloth gilt,
176 pp. 12g.6d.net.

ADVERTISEMENT LAY-OUT AND COPY- WRITING By A. J. WATKINS.
In crown 4to, cloth, 130 pp. 15s. net

PRACTICAL TYPOGRAPHY AND COPY WRITING. By COURTNEY D.
FARMER. | n demy 8vo, cloth gilt, 110 pp. 5s net.

BUSINESS LETTTER PRACTICE. By T, B. OPDYCKE. Fourth Edition. In
demy 8vo, cloth gilt, 602 pp. 7s.

SELLING BY POST. By HAROLD W. ELEY. In foolscap 8vo, leatherette,
64 pp. |s. net.

THE OUTDOOR SALES FORCE. By P. E. WILSON. In crown 8vo, cloth,
146 pp. 8g.6d.net.

SUCCESSFUL BUYING. By E. N. SIMONS. I n demy 8vo, cloth gilt, 291 pp.
10s 6d. net.

MODERN PUBLICITY. By A. W. DEAN. In crown 8vo, cloth, 70 pp.
2s td. net.

MARKET RESEARCH. By R. SIMMAT, M.A. In demy 8vo, cloth gilt,
128 pp. 6s.net.

PRACTICAL AIDS TO RETAIL SELLING. By A. EDWARD HAMMOND.
In demy 8vo, cloth gilt, 180 pp. 128 pp. 7s 6d. net.

ADVERTISING THROUGH THE PRESS. By N. HUNTER. In demy 8vo,
cloth, 146 pp. 58. net.

PRACTICAL PRESS PUBLICITY. By A. L. CULYER. In demy 8vo, cloth,
95 pp. 3s 6d. net.

SHOP FITTINGS AND DISPLAY. By A. E. HAMMOND. In demy 8vo,
cloth, 142 pp. 5s net.

WINDOW DRESSING. By G. L. TIMMINS. In crown 8vo, cloth, 85 pp.
28. net.

ART OF WINDOW DISPLAY. Edited by H. ASHFORD DOWN. In crown
4to, cloth gilt, 220 pp. 218. net.

COMMERCIAL PHOTOGRAPHY. By D.CHARLES. Second Edition. | ndemy
8vo, cloth gilt, 316 pp. 10s. 6d. net.

HINTS AND TIPS FOR COMMERCIAL ARTISTS. By BERNARD J. PALMER.
Second Edition. In crown 8vo, 122 pp. 58.n

TRAINING IN COMMERCIAL ART. By V. L. DANVERS. In crown 4to.
21s, net.

TICKET AND SHOW CARD DESIGNING. By F. A. PEARSON. In foolscap,
180 pp. 4to, cloth. 8s.6d.net.
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TYPES AND TYPE FACES. (From Modern Advertlsmg) By C M.
TREGURTHA. I n crown 4to, quarter cloth, 48 pp. 2s 6d.

THE ART AND PRACTICE OP PRINTING. Edited by WM. ATKINS Insix
volumes. In crown 8vo, cloth gilt. Each 7s 6d. net.

PRI%\ISTING. By H.A.MADDOX. Second Edition. | n demy 8vo, cloth, 178 pp.
net.

JOURNALISM

SUB-EDITING. By F. J. MANSFIELD. I n demy 8vo, cloth gilt, 264 pp.
10s6d net.

JOURNALISM. By SOME MASTERS OF THE CRAFT. In demy 8vo, 232 pp.
Bs. net.

MODERN JOURNALISM. By C. F. CARR and F. E. STEVENS. I n demy 8vo,
cloth gilt, 252 pp. 10s.6d.net.

JOURNALISM AS A CAREER. Edited by W.T.CRANFIBLD. | ndemy 8vo,
cloth, 108 pp. 58. net.

AUTHORSHIP AND JOURNALISM. By ALBERT E. BULL. I n crown 8vo,
cloth, 170 pp. 3s. 6d. net.

PITMAN'S POPULAR GUIDE TO JOURNALISM. By ALFRED KINGSTON.
Fourth Edition. Incrown 8vo, cloth, 124 pp. 6d. net.

PITMAN'S PRACTICAL JOURNALISM. By ALFRED BAKER. Second Edi-
tion, Revised by E. A. COPE. I n crown 8vo, cloth, 180 pp. 8s. 6d. net.

SHORT STORY WRITING AND PREE-LANCE JOURNALISM. By SYDNEY
A.MOSBLEY. Second Edition. | ndemy 8vo, cloth gilt, 241 pp.” 7s.6d.net.

LAW

ELEMENTARY LAW. By E. A. COPE. In crown 8vo, cloth, 224 pp., with
specimen legal forms. 4s. net.  Second Edition, Revised byA H. COSWAY.

SLATER'S MERCANTILE LAW. Seventh Edition, by R. W. HOLLAND,
O.B.E., MA, MLSc, LL.D., Barrister-at-Law, and R. H. CODE HOLLAND,
B.A. (Lond.), Barrister~at-Law. In demy 8vo, clath gilt, 588 pp. 78. 6d.
net--

INTRODUCTION TO COMMERCIAL LAW. By NORMAN A. WEBB, BSt
In demy 8vo, cloth, 175 pp. 5s.

COMPANIES AND COMPANY LAW. By A. C CONNELL, LL.B. (Lond.).
Fourth Edition, Revised by W. E. WILKINSON, LL.D. Indemy 8vo, clot
gilt, 422 pp. 6S.net.

MANUAL OP COMPANY LAW AND PRACTICE. By LESLIE MADDOCK,
Barrister-at-Law. In demy 8vo, cloth gilt, 437 pp. 10s. 6d. net.

COMPANY LAW. By D. F. DE L'HOSTE RANKING, M.A, LL.D., and
E. E. SPICER, FCA Sixth Edition. Edited by H. A. R. J. WILSON,
F.CA.,FSAA. In demy 8vo, cloth gilt, 498 pp. 10s. net.

THE LAW OP JOINT STOCK COMPANIES. By W. T, WESTON, M.A., B.Sc,
of Cray's Inn, Barrister-at-Law. |n demy8vo, 308 pp. 7s 6d. net.
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LAW OF CARRIAGE BY RAILWAY. By L. R. LIPSETT, M.A, LL.D., and
T. J. D. ATKINSON, MAA. Size6in. by 9in., cloth gilt, 966 pp. 608. net.

LAW OF ARBITRATION AND AWARDS. By H. S. PALMER, M.A. (Oxon).
In demy 8vo, 180 pp. 6s. net.

LAW OF GAMING AND BETTING. By C. F. SHOOLBRED, BA. LL.B.,
Barrister-at-Law. In demy 8vo, cloth gilt, 274 pp. 10s 6d. net.

LAW RELATING TO RESTRAINT OF TRADE. By R. YORKE HEDGES,
LL.M., Barrister-at-Law. In demy 8vo, cloth gilt, 140 pp. 7s, 6d. net.

AIR AND AVIATION LAW (CIVIL AVIATION). By WM. MARSHALL FREE-
MAN, Barrister-at-Law. In demy 8vo, cloth gilt, 176 pp. 7s 6d. net.

ADI\géNISTRATION OF ESTATES. By A. H.COSWAY. Incrown 8vo, 172 pp.
. net.

RIGHTS AND DUTIES OF LIQUIDATORS, TRUSTEES, AND RECEIVERS.
By D. F. DE L'HOSTE RANKING, M.A., LL.D., E. E. SPICER, F.C.A., and
E. C. PEGLER, F.C.A. Sze%34in. by 7in., cloth gilt. 455p|£). lug. net.
Eighteenth Edition. Edited by H. A. R. J. WILSON, F.C.A,, F.SAA.

LIQUIDATOR'S INDEX AND SUMMARY OF THE COMPANIES ACT AND
WINDING-UP RULES, 1929. By JOHN H. SENIOR, F.CA, and H. M.
PRATT. I n foolscap folio, buckram, 96 pp. 15s net.

GUIDE TO BANKRUPTCY LAW AND WINDING UP OF COMPANIES. By
F. PORTER FAUSSET, MA., Barrister-at-Law. Second Edition. In crown
8vo, cloth gilt, 216 pp. 6s.net.

NOTES ON BANKRUPTCY LAW. By V. R. ANDERSON, A.C.AA. In crown
8vo, cloth, 86 pp. 2s 6d. net.

DUCKWORTH'S PRINCIPLESOF MARINE LAW. Fourth Edition, Revised
by %M. MARSHALL FREEMAN, Barrister-at-Law. In demy 8vo, 388 pp.
7s 6d. net.

LAW FOR JOURNALISTS. By CHARLES PILLEY, Barrister-at-Law. Second
Edition. In demy 8vo, cloth, 170 pp. 58. net.

THE LAW RELATING TO BANKING AND FOREIGN EXCHANGE. By
L. LE M. MINTY, Ph.D., B.Sc. (Econ.), B.Com. LL.B., Cert. A.l.B.,
Barrister-at-Law. In crown 4 to, half leather gilt, 384 pp. 80s. net.

PARTNERSHIP LAW. By D. F. DE L'HOSTE RANKING, M.A. LL.D.
E. E. SPICER, F.CA, and E. C. PEGLER, F.C.A. Fourth Edition. In
medium 8vo, cloth, 167 pp. 7s 6d. net.

PARTNERSHIP LAW AND ACCOUNTS. By R.W.HOLLAND.O.B.E.,, MA..
M.Sc, LL.D., Barrister-at-Law. In demy 8vo, 174 pp. 6s. net.

THE LAW OF CONTRACT. By R. W. HOLLAND, O.BEE., M.AA,, M.Sc, LL.D.
Revisad Edition. In demy 8vo, cloth, 123 pp. 5s net

TRUSTS. By C. KELLY and J. COLE-HAMILTON, Chartered Accountants.
In demy 8vo, cloth gilt, 418 pp. 158. net.
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EXECUTORSHIP LAW AND ACCOUNTS By D. F. DE L'HOSTB RANKING,
A, LL.D, E.E.SPICER, F.CA, and E. C. PEGLER, F.CA. Sze 10in.
by 7%2in., cloth gilt, 370 pp. 15s. net. Tenth Edition.

A HANDBOOK ON WILLS. By A. H. COSWAY. In crown 8vo, cloth,
123 pp. 2s.6d.net.

WILLS. A Complee Guide for Testators, Executors, and Trustees. With a
Chapter on Intest By R. W. HOLLAND, O.B.E.,, M.A, M.Sc, LL.D.,
of the Middle Templ e Barrister-at-Law. In foolscap 8vo, cloth, 122 pp.
25 6d. net. Third Edition.

SOLICITOR'S CLERK'S GUIDE. By EDWARD A. COPE. Revised by FRED
G. W. LESTER. I ncrown 8vo, cloth gilt, 214 pp. 4s. net.

MUNICIPAL AND LOCAL GOVERNMENT LAW. By H. EMERSON SMITH,
LL.B. (Lond.). Third Edition. (In the Pressj In demy 8vo, cloth gllt
272 pp. 10s.6d.net.

LAW FOR THE HOUSE-OWNER. By A. H. COSWAY. Second Edition.
128 pp. In crown 8vo, cloth. 2s 6d. net.

THE BUSINESSTENANT. By E. S COX-SINCLAIR, Barrister-at-Law, and
T.HYNES,LL.B., Burrister-at-Law. | n crown 8vo, cloth, 263 pp. 7s 6d.
net.

LAW AND PRACTICE RELATING TO INCORPORATED BUILDING
SOCIETIES. By C. P.BEST, B.A., LL.B., of the Middle Temple, Barrister-
at-Law. In crown 8vo, cloth g||t 480pp 12s 6d. net.

THE LAW RELATING TO BUILDING AND BUILDING CONTRACTS. By
W.T.CRESWELL,Hon.A.R.I.B.A.,F.R.San.Ingt., of Gray'sInn, Barrister-
at-Law. Seocond Edition. In demy 8vo, cloth, 372 pp. 12s. 6d. net.

LAW OF INLAND TRANSPORT. By W. H. GUNN, LL.B. (Lond.), of the
Middle Temple and the South-Eastern Circuit, Barrister-at-Law. In demy
8vo, cloth gilt, 332 pp. 8s. 6d. net.

COPYRIGHT IN INDUSTRIAL DESIGNS. By A. D. RUSSELL-CLARKR, of
thelnner Temple,Barrister-at-Law. |n demy 8vo, cloth, 212 pp. 10s. 6d. net.

THE LAW OF EVIDENCE. By W. NEMBHARD HIBBERT, LL.D., Barrister-
at-Law. Sixth Edition, Revised. In crown 8vo, 132pp 7s 6d. net.

THE LAW OF PROCEDURE. ByW.NEMBHARD HIBBERT. Fourth Edition.
In demy 8vo, cloth gilt, 142 pp. 7s 6d. net.

THE LAW OF MASTER AND SERVANT. By FRANCIS RALEIGH BATT,
LL.M., of Gray's Inn, Barrister-at-Law. Second Edition. | n demy 8vo,
cloth glIt 522 pp. 125 6d. net.

TRADE MARK LAW AND PRACTICE. By A. W.GRIFFITHS, B.SC. (Eng)
Lond., Barrister-at-Law. In demy 8vo, cloth gilt, 268 pp. 10s 6d. n

THE LAW RELATING TO ADVERTISING. By E. LING-MALLISON, B.SC.
(Lille), Barrister-at-Law. In crown 8vo, cloth gilt, 234 pp. 7s 6d. net.

THE LAW RELATING TO INDUSTRY. By H. SAMUELS, M.A., of the Middle
Temple, Barrister-at-Law. |In demy 8vo, cloth gilt, 258 pp. 16s net.

THE LAW OF THE SALE OF GOODS By C. G. AUSTIN, B.A. (Oxon).
In demy 8vo, cloth gilt, 172 pp. 5s net.

LAW AND ORGANIZATION OF THE BRITISH CIVIL SERVICE. By N. E.
MUSTOE. I n demy 8vo, cloth gilt, 218 pp. 7s. 6d. net.
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BUSINESS REFERENCE BOOKS

BUSINESS MAN'S ENCYCLOPAEDIA AND DICTIONARY OF COMMERCE.
A reliable and comprehensvework of reference on all commercial subjects.
Fourth Edition. Edited by FRANK HEYWOOD, F.C.I.S. Asiged by up-
wards of 50 spedialists as contributors. In 2 voIs large crown 4to, cloth
gilt, 1926 pp. 80s. net.

BUSINESS TERMS, PHRASES, AND ABBREVIATIONS. In crown 8vo,
cloth, 280 pp. 8s 6d. net. Seventh Edition. With equivalentsin French,
German, Spanish, and Italian; and facimile documents

PITMAN'S BUSINESS MAN'S GUIDE. In crown 8vo, cloth, 546 pp. 6s net.
Ninth Edition, Revised.

ME:IE%ANTILE TERMS AND ABBREVIATIONS. Sze 3in. by 4%in., cloth,

1s 6d. net. Containing over 1,000 terms and 500 abbreviations
with definitions.

BUSINESS FORECASTING AND ITS PRACTICAL APPLICATION. By W.
WALLACE. M.Com. (Lond.). Third Edition. In demy 8vo, cloth gilt,
148 pp. 7s.6d.net.

PRACTICAL BUSINESS FORECASTING. By D. F. JORDAN. Sze 6in. by
9in., cloth, 270 pp. 16s net.

BUSINESS CHARTS. By T. G. ROSE, A.M.I.Mech.E. In demy 8vo, cloth
gilt, 104 pp. 10s 6d. net.

BUSINESS BUDGETS AND BUDGETARY CONTROL. By A W WILLSMORE,
F.R.Econ.S. In demy 8vo, cloth gilt, 238 pp. 10s 6

FOLEY'S LAW AND PRACTICE OF THE STOCK EXCHANGE. Fifth
Edition. By R. H. CODE HOLLAND, B.A., of the Middle Temple, Barrister-
at-Law, and JOHN N. WERRY. Indemy 8vo, clath gilt, 470 pp. Us. net.

FINANCIAL ORGANIZATION AND MANAGEMENT. Béc W.GERSTBNBERG.
Professor of Finance at New York University. Sze 6 in. by 9 in., cloth
gilt, 739 pp. 25s.net.

FRAUD AND EMBEZZLEMENT. By IRVINE HUBERT DEARNLEY. In demy
8vo, clath gilt, 192 pp. 7s 6d. n

MONEY-MAKING IN STOCKS AND SHARES. By SYDNEY A. MOSELEY.
Third Edition. Indemy 8vo, cloth gilt, 252 pp. 7s 6d. net.

HOW THE STOCK MARKET REALLY WORKS. By W. COLLIN BROOKS.
In demy 8vo, cloth gilt, 160 pp. 5s net.

MARKETS OF LONDON. By CUTHBERT MAUGHAN. |n demy 8vo, cloth gilt,
218 pp. 6s net.

SCIENTIFIC INVESTMENT. By HARGREAVES PARKINSON, B.A. B.Com.
Second Edition.  In demy 8vo, 246 pp., cloth gilt. 10s 6d. net.

INVESTMENT IN STOCKS AND SHARES. By E. D. KISSAN and L. D.
WILLIAMS. I ndemy 8vo, cloth gilt, 224 pp.” 8s. 6d. net.

THE SMALL INVESTOR'SGUIDE. By SYDNEY A. MOSELEY. Second Edition.
In demy 8vo, cloth, 160 pp. 5s. net.

THE ROOT PRINCIPLES OF INVESTMENT. By H. COPE WEST. In demy
8vo, cloth, 232 pp. 15s. net.
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TYPES OF BUSINESS ENTERPRISE. By M. C. CROSS. LL.B., Ph.D. In
medium 8vo, cloth gilt, 348 pp. 21s. net.

DUPLICATING AND COPYING PROCESSES. By W. DESBOROUGH, O.B.E.
In demy 8vo, cloth gilt, 146 pp. 5s. net.

BUSINESS CYCLES. The Problem and its Setting. By W. C. MITCHELL.
Sze 6in. by 9in., cloth gilt, 511 pp. 30s. net.

STATISTICAL METHODS. By F. C. MILLS, Associate Professor of Business
Satistics, Columbia University. In demy 8vo, cloth gilt, 620 pp. 15s net.

STATISTICS. B?/ WILLIAM VERNON LOVITT, Ph.D., Professor of Mathematics,
Colorado College; and HENRY F. HOLTZCLAW, Ph.D., Professor of Com-
merce, University of Kansas. In medium 8vo, cloth gilt, 304 pp. 15a net.

BUSINESS STATISTICS, THEIR PREPARATION, COMPILATION, AN
PRESENTATION. By R. W. HOLLAND, O.B.E.,, M.A., M.Sc,, LL.D.
Third Edition. In crown 8vo, cloth, 108 pp. 3s. 6d. net.

STATISTICS IN THEORY AND PRACTICE. By L. R. CONNOR, M.SC,
Barrister-at-Law. In medium 8vo, cloth gilt, 392 pp. 12s 6d. net.

STATISTICS AND THEIR APPLICATION TO COMMERCE. By A. L.
BODDINGTON, Fellow of the Royal Statistica and Economic Societies.
Fifth Edition. In medium 8vo, cloth gilt, 340 pp. 12s Od. net.

A MANUAL OF CHARTING. Sze6in. by 9in., cloth gilt, 116 pp. 6s. net.

PITMAN'S BOOK OF SYNONYMS AND ANTONYMS. In crown 8vo, cloth,
140pp. 2s.6d.net.

PITMAN'S OFFICE DESK BOOK. Third Edition. In crown 8vo, 320 pp.,
cloth. 2g.6d.net.

MODERN DEBATE PRACTICE. By WALDO O. WILLHOFT. In crown 8vo,
cloth, 339 pp. 5s net.

REPORT WRITING. By CARL G. GAUM, M.E., and HAROLD F. GRAVES, M.A.
In medium 8vo, cloth gilt, 322 pp. 12s. 6d. net.

SPEAKING IN PUBLIC. By ARLEIGH B. WILLIAMSON, M.A., Associate
Professor of Public Speaking, Washington Square College, New York
University. In medium 8vo, cloth gilt, 430 pp. 15s net.

HOW TO SPEAK IN PUBLIC. By C. F. CARR and F. E. STEVENS. Second
Edition. In crown 8vo, cloth, pp. 3s.6d.net.

DICTIONARY OF THE WORLD'S COMMERCIAL PRODUCTS. By J. H.
VANSTONE, F.R.G.S. With French, German, and Spanish equivalents for
tEhg,j names of the products. In demy 8vo, cloth, 170 pp. 6s.net. Third

ition.

RAW MATERIALS OF COMMERCE, Edited by J. H. VANSTONE, F.R.G.S.
In two volumes, demy 4to, cloth gilt, 793 pp. Complete, 20s. net.
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COMMERCIAL COMMODITIES. By F. W. MATTHEWS, B.SC., A.I.C.. F.C.S.
In demy 8vo, cloth gilt, 326 pp. 12s 6d. net.

THE COTTON WORLD. Compiled and Edited by J. A. TODD, M.A., B.L.
In crown 8vo, cloth, 246 pp. 5s. net.

SPICES AND CONDIMENTS. By H. STANLEY REDGROVE, B.SC, F.I.C. In
demy 8vo, cloth gilt, 378 pp. 16s net.

FRUIT AND THE FRUIT TRADE. By FORD FAIRFORD. In demy 8vo.
cloth, 162 pp. 68. net. !

TEA AND TEA DEALING. By F. W. S STAVEACRE. | n demy 8vo, cloth
gilt, 150 pp. 7s. 6d. net.

THE COCOA AND CHOCOLATE INDUSTRY. By A.W.KNAPP,M.Sc., F.I.C.
In demy 8vo, cloth gilt, 200 pp. 7s 6d. net.  Second Edition.

THE FURNITURE STYLES. By H. E. BINSTEAD. Size 9%in. by 6%in.,
cloth, 208 pp., illustrated. 10s. 6d. net. Second Edition.

BUYING AND SELLING A BUSINESS. By A. H. COSWAY. In crown 8vo,
cloth, 110 pp. 3s.6d.net.

HOW TO COLLECT ACCOUNTS BY LETTER. By C. HANNEFORD-SMITH,
F.C.W.A. In crown 8vo, cloth gilt, 94 pp. 3s 6d. net.

LETTER WRITING: A GUIDE TO BUSINESS CORRESPONDENCE. By
G. K. BUCKNALL, A.C.I.S. (Hons). In foolscap 8vo, leatherette, 64 pp.
I's. net.

LETTERS THAT COLLECT. By JOHN WHYTE, Ph.D., and F. R. OTTER,
B.A. In medium 8vo, cloth gilt, 435 pp. 15s net.

HOW TO GRANT CREDIT. By CUTHBERT GREIG,Secretary, London Associa-
tion for Protection of Trade, Ltd. In crown 8vo, cloth, 102 pp. 3s 6d. net.

HOW TO APPEAL AGAINST YOUR RATES. By A. STANLEY EAMER,
F.S.1., Rating Surveyor to the Metropolitan Borough of Lambeth. In two
volumes, in crown 8vo, cloth. Vol. | (without the Metropalis),, 5s net.
Vol. Il (within the Metropalis), 3s 6d. net.

GUIDE TO COUNTY COURT PROCEDURE. Being the Sscond Edition of
The Traders Guide to County Court Procedure. By F. H. B. CHAPMAN.
Revised by B. S HILLS. In crown 8vo, cloth, 104 pp. 2s 6d. net.

COMMERCIAL ATLAS OF THE WORLD. In crown 4to, cloth, 226 pp.
6s. net.

STATISTICAL ATLAS OF THE WORLD. By T,STEPHENSON,M.A., M.Com,,
D.Sc. In fodscap falio, cloth, 146 pp. 7s 8d. net.

THE FUTURE OF EMPIRE TRADE. By J. E. RAY. With a Foreword by
TheRt. Hon. L. S AMBRY. In crown 8vo, paper, 128 pp. 2s net.
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FOREIGN LANGUAGE DICTIONARIES

DICTIONARY OF COMMERCIAL CORRESPONDENCE IN SEVEN LAN-
GUAGES: ENGLISH, FRENCH, GERMAN, SPANISH, ITALIAN, PORTU-
%;I%SdE AND RUSSIAN. Third Edition. In demy 8vo, cloth, 718 pp.

. net.

ENGLISH-FRENCH AND FRENCH-ENGLISH DICTIONARY OF BUSINESS
ngORDSANDTERM S. Sze2in.by6in., cloth, rounded corners, 540 pp.
. net.

FRENCH-ENGLISH AND ENGLISH-FRENCH COMMERCIAL DICTIONARY
of the Words and Terms used in Commercial Correspondence. By F. W.
SMITH. Second Edition. I n crown 8vo, cloth, 576 pp. 7s 6d. net.

GERMAN-ENGLISH AND ENGLISH-GERMAN COMMERCIAL DICTIONARY.
? J. BITHELL, M.A. Second Edition. |n crown 8vo, cloth gilt. 992 pp.
net.

A NEW GERMAN-ENGLISH DICTIONARY FOR GENERAL USE. By
F.C.HEBERT and L. HIRSCH. Incrown 8vo, cloth gilt, 1769 pp. 15s net.

ENGLISH-GERMAN AND GERMAN-ENGLISH DICTIONARY OF BUSINESS
\éVSORDSAND TERMS. Sze2in.by6in., rounded corners, 440 pp., cloth.
net.

SPANISH-ENGLISH AND ENGLISH-SPANISH COMMERCIAL DICTIONARY
of the Words and Terms ussd in Commercial Correspondence. By G. R.
MACDONALD. Third Edition. | ncrown 8vo, cloth gilt. 833 pp. 12s.6d.net.

ITALIAN-ENGLISH AND ENGLISH-ITALIAN COMMERCIAL DICTIONARY.
By G. R. MACDONALD. In crown 8vo, cloth gilt, 1180 pp. 80s. net.

BARETTI'S ITALIAN AND ENGLISH DICTIONARY. Compiled by GUG-
LIELMO COMELATI and J. DAVENPORT. In two volumes, cloth gilt, Vol. I,
796pp.; Vol.l 1,752 pp. 25s.net. (Reprinted.)

PORTUGUESE-ENGLISH AND ENGLISH-PORTUGUESE COMMERCIAL
DéngNARY' By F. W. SMITH. In crown 8vo, cloth gilt, 486 pp.
16s. net.

A NEW DICTIONARY OF THE PORTUGUESE AND ENGLISH LANGUAGES.
Based on a manuscript of Julius Cornet. By H. MICHAELIS. In two
volumes, demy 8vo, cloth gilt. Vol. I, Portuguese-English, 736 pp.;
Vol. I I, Engdlish-Portuguese, 742 pp. Each 21s net. Abridged Edition,
783 pp. 25s.net.

TECHNICAL DICTIONARY OF ENGINEERING AND INDUSTRIAL SCIENCE
IN SEVEN LANGUAGES—ENGLISH, FRENCH, SPANISH, ITALIAN,
PORTUGUESE, RUSSIAN, AND GERMAN. ComFiIed by ERNEST
SLATER, M.I.E.E., M.I.Mech.E., in collaboration with leading Authorities,
complete with index to each Iangua?e In five volumes. Each in crown
4to, buckram gilt, £8 8s. net complete.
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PITMAN'S

"ART AND LIFE"
SERIES

GENERAL EDITOR:

WRIGHT WATTS MILLER, BA.

LONDON (FIRST CLASS HONS.), M.ED., MANCHESTER

Late Campbell Clarke Scholar, University College, London,
Lecturer of the Borough Road College, and to L.C.C. Literary
Institutes and the Workers' Educational Association

A new series of popular introductions to literature, the arts, and
other subjects of general interest. The volumes are specialy
intended for evening students voluntarily attending the cultural,
non-vocational dassss held by the L.C.C. Literary Institutes, the
Workers' Educational Association, and the University Extension
Boards, and for all general readers interested in self-culture.

NOW READY
ECONOMICS: THE STUDY OF WEALTH
By A. L. GORDON MACKAY, M.Litt., M.A., M.Econ. 5s. net.
BOOKS: AN INTRODUCTION TO READING
By WRIGHT WATTS MILLER, B.A., M.Ed., Manchester. 5s. net.
ART: AN INTRODUCTION TO APPRECIATION

By RAYMOND COXON, A.R.C.A., Lecturer at the Chelsea School of
Art. 5s. net.

THE FILMS: THE WAY OF THE CINEMA
By ANDREW BUCHANAN. 5s net.

READY SHORTLY
MUSIC APPRECIATION
By W. J TURNER.

THE PLAYHOUSE: A BOOK OF THE THEATRE

By D. NUGENT MONCK, Director of the Norwich Players, Madder-
market Theatre, Norwich.

Each in large crown 8vo, cloth, about 200 pp. 5s net.

SIR ISAAC PITMAN & SONS, LTD., PARKER ST., KINGSWAY, W.C2
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COMMON:COMMODITIES
AND INDUSTRIES SERIES

In each of the handbooksin this series a particular product or industry is
treated by an eg(g)ert writer and practical man of busness Beginning with
the life hl_stprg the plant, or other natural product, he follows its develop-
ment until it becomes a commercial commodity, and so on through the various
phases of its salein the market and its purchase by the consumer. Industries
aretreated in a smilar manner.

Each book in crown 8vo, illustrated. 3s. net.

Asbedos Catton  Spinning Photography
Bookbinding_Craft and Engraving Platinum Metals
Industry, The Explosives Modern Pottery
Books from the MS. to  Fertilizers Rice
the Booksdller Fishing Industry, The  Rubber
Boot and Shoe Industry — Furniture Salt
Brudtmaklng Furs . Sk
Butter and Cheee Gas and Gas Making  Soep
Button Industry, The Glass anm
Carpds Gloves and the Glove arcﬁ5 .
Clocks and Watches Trade Sones and Quarries
Claths and the Cloth Gold . SJ?ar
Trade Gums and Besins Sulphur
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