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influences from outside. In other words, we abjure the instruments of Bank rate and credit contraction
operating through the increase of unemployment as a means of forcing our domestic economy into line

with external factors.
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A stock exchange is an association composed of persons who trade in public stocks and conduct their
business in conformity with settled rules and usages, commonly buying and selling for the public on
commission. (p.89)
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But, when they rise very high, cheerful expectations are in danger of being clouded by indications that
credit has been pushed too far, and that the atomophere of business will become increasingly sultry until

it breaks in a storm. (p.90)
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the stock which the agencies of credit could collect in driblets from the people and turn in large streams
to great enterprises, taking their own profit as it passed. (p.90)
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The purchaser of almost any “security”, of which considerable quantities are habitually bought and sold
on a stock exchange, is generally fortified by the knowledge that expert and well-informed capitalists
regard its price as fairly representing its real value. Therefore, although stock exchange machinations
may occasionally set for a time, an unduly high value, or an unduly low value on a particular “ security”,
yet, in the main, the judgment of well-informed, capable men protects the general public from grave errors

of judgment in their investments, so long as these are conducted with reasonable caution. (p.91)
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claims to specified annual payments. “Preferred” stocks generally give claims to similar payments, which

rank next in order to those due on Debentures (p.91)
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Lastly those who know, or think they know, the financial, technical, commercial and personal strength and
weakness of particular undertakings, will invest at least of their capital in the Ordinary stock of
companies which they believe to have solid foundations, and to be in the hands of able, upright men.
Investors who have strong advantages of this kind, can probably get half as much again on the average
as if they had invested in Consols: in reckoning these gains account is to be taken of the permanet rise

in the market value of some of their investments and of the fall in that of others (p.92)

1) QIR 1 Bt S QIO KRR B K QAU RV 4550°
EEN FHQEHKkS . NI KE MV O OV<EQESCEHIEBEAWE MV E0" @03 3Z NI
BNy 2 QS VKK S | EER BIK ORI 20 0 407 ER O HHE N HES<L Y WD REHL S0

o~
o0



TERRFREFWE H0BE 15

AEQ 20l S HIEK 1 XK 00 £ 500 1) QE QERSEVEE O RIEIR B EFT 0" AN BN
&%Lt%ﬁi@%ﬁﬁﬁuﬂé%%ﬁézkﬁf%éf%éi M OEERNIRIE-20INI MRS &
BIEREZRE O VHEReLQ-2R S R0 Q Q40RO 50 & S804 5°

1R LA HIH- QB R QA 500 | QR BB MK 0BT RER Q0 1 (RO
2Ly Q4R 5@ VXA R I s 4l QEMEEK | Q 1) VWO S0 QD 2 S AR QO A<LIAEKMHN LSO
5o QE R LR LN R 5 VR0 Q fU4R0°
A0 NBES QR 1NN 2 HIRUAK Y ¢ EIEE RN QBB RT | HI3 ] 99500 S0 R £ 4950° “again”™ “half”
QB VB W 348 5 RO O 90° 301 [T ] (half) SHR VIS LR L VE 0 1 350
&0 K] (half) WFKRRO W O #60°
R ESHESUNNNN QRPN 2° IREHHSHE LI F— ) * 2 DRUEHREEVIKOR 3 LRE
%quéw\k@w@éawoiﬁf%axoT%m:®ﬁ%ﬁhf@%¢5®uﬁ@f%5
IR | X7 s N BEEDN REREKRYRWO ST O 2 CVHEEC O N & o0 HHk Q IS B4
R107 SN SRS £ & BEIHS IS 0RERLS 0 1V 2107 i K0 SRERSIHSHRLD S
30° M QIIEQ N QN BENEIROTE L 50° D& OEIMERQS RN T i &0 QYL WAL An @ 4 A
HHRPEAVVS B QR KEE0 ) VU 8 20 SEES2 Q2o (1111
i)

MR DS S EKE N EHD A s IRNY BKQ VR fU490°

88



HADY 4 v RFADWE (55

Trust funds are commonly, and sometimes compulsorily, invested in Government securities. Next in order
to these are Debentures of strong, well-established undertakings, among which railways have been
prominent: next come the Preferred stock of strong companies. Mortgages are often available for this
purpose: but there are some mortgage on which a man may be willing to invest his own money, but not

willing to take the responsibility of lending the money of another (p.92)
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Stock exchanges in all western countries, by whatever names they are called, are in effect media for the
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circulation of command over capital from those who hold it in a ready form to those who desire to invest

it as a source of income (p.92)
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M REKEEER ML D 0 Ve < M S RE e R Q7 HHK-H SERER V90

MM TS XEES “in a ready form” ATERSKROEEN O S WEIR LS & O NN w8 “command” RIE
QB A0 Q R KR O fUEQIIIE S\~ DNR N KEENKQ O v KERTEM<NRDeNT —R—
VIRY —N—QXEL LR OB R L5 (FEREREKE)®

KRETE QM N RE O 2504 ¢ v Q< BIEHE [HKEN 1 —R— ] stock broker VEH 20 20° D{D
BErEQERIE HIKSHEV | BUKVKESHEINOEN L N VELLVOVERF <Y R [N
B—R—] VERIVRS WERSREKRINS [hy—nN—] VBB i (]1]H

A HEKQVRR0°
Every person occupied in the business of the stock exchange is commonly called a “stock broker”: but,
within the stock exchange itself, only those of its members who act as intermediaries between the general

public and the actual traders are called “brokers”: the actual traders are called “dealers.” (p.93)
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It is impossible for any one dealer to be fully acquainted with the conditions of all the many securities
which are handled on the London Stock Exchange: and each particular class of securities is apt to become
localized in a particular part of the room; and a security, whose conditions are peculiar, is likely to be
avoided by all except one or two dealers: they must be sought by a broker who desires to obtain them,

or to dispose of them (p.93)
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A broker is willing to buy a stock exchange security for any who instruct him to that effect (if the
transaction is large, he may require his client to guarantee him sufficiently against a speedy fall in the
value of the stock, in spite of his client’s expectation that it will rise: and vice versa in case of an order

to sell (p.93)
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On the English Stock Exchange the term “broker” has a narrow signification. He is an intermediary
between the general public and those who operate on the stock exchange. The latter are technically

known as “jobbers” (p.93)
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if the stock does rise, the broker will hand to the speculator the increase in the value of the stock thus
purchased, after deducting the appropriate charges for the work. If it falls, the speculator will lose the

amount by which the stock purchased has fallen in value, together with the sum of those charges:
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therefore the amateur speculator is nearly sure to lose in the long run (p.93)
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On the other hand speculators sometimes work in groups. Each brings to the common stock some
information that is not generally accessible: and each may be able to exercise influence, direct or indirect,
on the course of those particular securities, in the prices of which the group takes, for the time, a

particular interest. Such manoeuvres occasionally afford much private gain (p.94)
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Unfortunately the facts necessary to establish a charge against the offenders are not easily ascertained:
they can generally command excellent forensic skill in proving that suspicious actions are capable of

innocent interpretation (p.94)
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An investment locks up the command over capital out of the reach of its owner; and, in many cases, the

risk that command cannot be recovered, except by forced sales at a heavy loss, is a more important

consideration than the risk that it will not yield the full income which it appears to promise (p.94)
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and it even reduces very much the chance that an instructed investors will pay a good price for a bond or
share which better informed people know to be worth but little: for its machinery enables anyone who has
reasons to suspect a security, to sell it whether he has it or not; and if it falls as quickly as he expects,
he will make his profit by doing so (p.95)
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he may be unable to tell whether any set of accounts were hollow, and whether large expenses had been
charged to capital that ought to have been charged to revenue: but he buys with the confidence that all
such points have been scrutinized by many keen men with special knowledge; who are able and ready

remorselessly to “bear” the stock if they find in it any weak spot, which had not been noticed by the
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general public, and had not been allowed for in making up its value. Also the narrowness of the turn
between the jobber’s buying and selling prices for such securities gives a further economy and security to

the uninstructed investor. (p.95)
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(The growing importance of the part played by stock exchange securities in national and international

markets for capitals, p.96)
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It may, however, be appropriate here to note that debentures, expressed in terms of an inconvertible

foreign paper currency, are liable to great fluctuations of real value. The ordinary shares of a company,
which has issued a great quantity of debentures, may be raised in real, as well as in nominal value, by a
currency change, which lowers the real value of the income yielded by its debentures. The interests of

preferred shareholders in such case are likely to vary with the circumstances of the company (p.97)
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