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The Inflation Impact on Investment Industrv :

;
In reviewing the 12 months
since June, 1950, which I have
chosen to do, rather than the
calendar year of 1950, already
well-reviewed
and now far
off, the fact
of inflation
rises so far
above all-
other finan-
cial events
that I propose
devoting
most of my
time to it—as
it looks to an
investment
dealer, and
how it affects
our merchan-
dise and our
industry,

I assume -that the main harm
from inflation is the inordinate
reduction in the purchasing power
of currency and its main cause
the excess of demand for goods
and services over their supply,
which condition can be produced
by a great variety of causes—na-
tional and international—which I
shall not attempt to catalog here.

To the extent that World War II
increased the money supply with-
out an offsetting increase in the
means of production, prices had
not unnaturally risen. Further-
more, until recently, - Canadian
business throughout the postwar

-period had been operating against

a background of - easy  money.
Despite phases of marked infla-
tionary pressure, it was apparently
felt by the national monetary
authorities that a tight money
policy was undesirable and not
suited to then-existing conditions.
Broadly, the same situation pre-
vailed in the United States, al-
though in that country a mild
recession developed in 1949, from
which it emerged unscathed in
October. 1

In June, 1950, the Dominion
Bureau of Statistics cost of living

Peter Kilburn

*Address of the retiring President at
the 35th Annual Convention of the In-
vestment Dealers’ Association of Canada,
Jasper Park Lodge, Alberta, June 13,
1951. .

By PETER KILBURN*

Retiring President, Investment Dealers’ Association of Canada
Vice-President, Greenshields & Co., Inc.,, Montreal '

Prominent Canadian investment banker reviews inflation progress in Canada,
and the strong monetary measures that have been adopted to curb it. Points
out effects of ctanges in monetary policies on investment values, and notes
significant trend toward U. S. of Canadian provincial and municipal borrow-
ing. Praises educational activities of Investment Dealers’ Association of Canada.

1 index was 171.1 as against 100.5

in 1939, and 95.4 in 1935. The
Canadian economy was throbbing
with vitality flowing from mineral
developments on the prairies and
in Quebec, and a widespread new
capital jnvestment program- on
the part of Canadian business gen-
erally. United States’ investment
in the development of Canada’s
resources was '‘going on at an
active rate, encouraged by the
fixed discount of 10% at which
the- Canadian dollar had stood
since its devaluation in Septem-
ber, 1949, as was the accumula-
tion, by U. S. nationals, of Cana-
dian Government bonds, in part
as a means to speculate on-the
return of the Canadian dollar to
parity.. On June 26, 1950, growing
international tension burst into
flame in Korea and the productive
machinery of the United States
and Canada moved into high gear.
The term “preparedness” took on
new significance. Furthermore,
the movement of capital from the
United States was accelerated as
these everts appeared to under-
write the further development of
Canadian oil, iron, wood, hydro-
electric power, and other re-
sources, which became one of the
supreme assets in the United Na-
tions’ balance sheet.

Here was a financial problem of
major consequence. On an econ-
omy already full out and dynamic
in its own right was imposed -the
urgent need of preparation for
another war; after 15 years of
monetary expansion, the last 10
years of which were of unprece-

dented economic activity, another
prolonged national productive ef-

fort- was in sight. The heavy
influx of United States dollars
aggravated the trouble. Pressures
on the Canadian dollar were ex-
treme, and the stage could not
have been more cleverly set to
test the skill and resourcefulness
of Canadian monetary manage-
ment,

The inflow of United States
dollars into Canada, which princi-
pally took the form of purchase
of government bonds (official es-
timates are $363 million in the
third quarter), and therefore had
an influence on the bond market
as well as the money supply, was
partially offset by the sale of
securities from the portfolio of the
Bank of Canada. This, itself, was
an operation of unprecedented
magnitude for Canada and tested
the dimension of the bond market.
Furthermore, on Oect. 1, after
consulting with the International
Monetary Fund, the government
cancelled the official rates of ex-
change and, unfixed, the Canadian
dollar rose to a discount of 5%
against the U, S. dollar.

Effective Oct. 17, the Bank of .

Canada’s rediscount rate was in-
creased from 1%%  to 2%, a
traditional warning signal, and

the long-term- bond market

started its decline from 2.70% to
3% at the year-end, and now
almost 3%%. These convulsions,
drastic enough in government
bonds, have been even more se-
vere in other classes of securities,
and have placed heavy burdens on
our industry. Periods of read-
justment are always difficult and
this one has been particularly so
because of its abruptness and

[l
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scope. It might have been sof-
tened by monetary steps taken
earlier, but the pressures were
now violent, and the time had
come to act boldly.

On Feb, 22, 1951, the Bank of
Canada announced the conclusion

of an agreement with 'the char-

tered banks, the effect of which
was to limit the aggregate amount
of bank credit and to discourage
specific loans for non-essential
and non-productive projects. For
some time prior, the cash reserves
of the banking system had been
held . uhder close check through
the open-market operations of
the Bank of Canada. Meanwhile,
instalment financing terms which
had been limited in November,
1950, were drastically altered in
March, 1951, by  reducing 'the
maximum term from 18 to 12
months and by increasing. the
down payment from one-third to
one-half. These measures, taken
together, had the effect of reduc-
ing the availability of credit to
individuals, corporations, munici-

‘palities and other borrowers with

a view to lessening the ultimate
demand for goods and services.
Their results were bound to be-
uneven, and in some cases in-
equitable, and it is to be hoped
that care will be taken to alle-:’
viate special distress and to re-
store freedom of action as soon as
possible. Meanwhile, most Cana-
dians will applaud the govern-
ment’s bold and constructive ac-
tion. -

Position of Life Insurance
. Companies

Let us now look at the position
of life insurance companies who
are the main custodians of long-
term credit. During the war,
they, like ail other lending insti-
tutions, had heen substantial buy-
ers of Victory bonds, with the
result that their portfolios became
disproportionately invested in
Government of Canada bonds.
Since the war the position had
been adjusted by a process of sell-
ing Governments to buy corporate
bonds and mortgages, which
process was still going, However,
inasmuch as neither the banking
system nor the public was an
active buyer of long-term Gov-
ernments at that time, this process,
logical under different conditions,
became highly inflationary by
providing long-term credit to
corporate borrowers through the -
sale of Governments. - This flow,
by the nature of the market, was
to some extent finding its way
into the Bank of Canada, and

Continued on page 26
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Securities Regulation in

It is not my purpose today to
outline in detail the history of the
Securities Act of 1933 and the dif-
ficulties which were encountered
in its early administration, It is
rather my intent to tell you
briefly how it works today and
how it affects the rights of Ca-
nadian issuers or ‘their under-
writers to sell securities in the
United States.

As you are aware, securities
issued by Canadian corporations,
having par values expressed in
Canadian dollars, or in the case of
indebtedness, payable in Canadian
or American dollars, may be listed
on the stock exchanges in the
United States, and may be regis-
tered under the Securities Ex-
change Act of 1934 in exactly the
same manner as the securities of
American corporations. This is
not so in the case of equity securi-
ties of issuers incorporated in
other countries, If they want to
have their shares listed on the
New York Stock Exchange, at
least, they must set up a compli-
cated depositary arrangement with
an American banking institution
under which so-called “American
shares” are issued against the de-
posit of the foreign shares. The

*Part of an address by Mr. Dean be-
fore the 35th Annual Convention of the
Investment Dealers’ Association of Can-
ada, Jasper Park Lodge,  Alberta, Can-
ada, June 13, 1951, »
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By ARTHUR H, DEAN*

Sullivan & Cromwell, Attorneys, New York City

Prominent corporation attorney describes working of the Securities and Ex-

change Acts as they are applied to Canadian securities issues offered in the

United States. Points out application of U. S. Laws to securities offered in

Canada and sold privately in the United States without public solicitation or

through direct placement. Outlines processes of working out registration

statements for Canadian Government, provinces and municipalities, and warns
a law which works well in one country may not be suitable for anotker.

“American shares” may then be
listed on an American stock ex-
change. The shares of foreign
corporations, on the other hand,
on original issue or “control”
shates can be registered under the
Securities Act of 1933 for sale in
the United States, but such shares,
if interest or dividends are pay-
able in francs or pesos, unlike
your good Canadian dollars,
aren’t, presently at least, very at-
tractive to United States investors.

The registration procedure un-
der the Securities Act of 1933 for
new issues of securities or “con-
trol” securities to be publicly
offered, in the case of both Amer-
ican private issuers and Canadian
private issuers, requires the filing

of a prescribed form of registration

Toronto and Montreal.

. 105 West Adams

Head Office—36. King
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statement and form of prospectus
and financial statements with the
SEC,

There is no -prescribed form for
Canadian governmental or mu-
nicipal issues or the issues’ of
other foreign governments. It is
quite a task for counsel and
underwriters to work out a form
giving appropriate information in
these cases for your government,
its provinces and municipalities,
but over the years these have
been worked out and the SEC has
accepted them.

However, the normal registra-
tion statement form under the
1933 Act describes the issuer’s
history and organization, its busi-
ness, property and assets, capital
structure, patents and manage-
ment, purpose of issue and use of
proceeds, gives information as to
the holdings of its outstanding
securities by the management
group and other large stockhold-

ers, as to the remuneration of

directors and officers, and as to
the underwriting. arrangements
and the commissions or other fees
being paid to underwriters in con-

nection with the proposed offer--

ing, including proéeeds to the
issuer, proposed- public offering
price, concessions to dealers,
whether the issuer or the un-
derwriter has the right to sta-
bilize, or the right to cancel sell-

. ing concessions on securities

repurchased, the closing date, the
life of the syndicate, etc.

In addition, it contains detailed
financial statements of the issuer
on forms prescribed by, and made
up pursant to, accounting ' prin-

ciples and depreciation policies
sausfactory to the Comruission.
Tnese normally include a balance
sueet as of a date within 90 days
(or within six months if the issuer
has securities listed on an ex-

change and nas assets of more:

than $5,000,000), prepared and
certified by independent public or
chartered accountants. Or if such
statement is not certified, there
must also be included a certified
balance sheet as of a date within
one year. Profit and loss state-
ments for each of the three
preceding fiscal years, likewise
certified, and for any period
subsequent thereto down to the
most recent balance sheet, plus
an anlysis of capital and earned
surplus, and schedules showing in
detail the investments in other
securities, a breakdown of prop-
erty accounts, reserves, deprecia-
tion rate, etc., must also be in-
cluded.

The preparation involves very
careful, ‘thoughtful and detailed

‘work by the issuer, its staff, coun-

sel and independent public ac-
countants and by the underwriters
and their staff and counsel. For
a statement of some of the prob-
lems involved I refer you to an
article of mine in the January
and April, 1937, issues of the Duke
University Law - School’s “Law
and Contemporary Problems,” en-
titled “The Lawyer’s Problems in
the Registration of Securities,”
and to my pamphlet, “An Inquiry
into the Nature of Business In-
come under Present Price Levels,”

published by the Study Group on
Business Income.

Thursday, June 28, 1951

U.S.as It Affects Canadian Issues

The registration statements
must be signed by the issuer, by
its executive officers, and by a
majority of its directors, though
all are made liable,

. Registration Statement Differs

from Prospectus

At this point, let. me say a
word about the difference between
a registration statement filed with
the Commission and a prospectus
or offering circular, No written
offer to sell or confirmation or
dqcument may be sent or given
with respect to a security regis-
tered under the Securities Act of
1933 unless accompanied or pre-
ceded by a prospectus meeting the
requirements of the Act. The
prospectus itself, under appro-
priate rules of the Commission,
may omit the detailed schedules of
inventories, securities investments,
reserves, property accounts, etc.,
and the multitude of exhibits filed
as a part of the registration state-
ment, such as the issuer’s charter,
by -laws, stock certificate, the
underwriting agreement and re-
late_d instruments, the material
busmess’ contracts, any trust in-
dentures, specimen stock certifi-
cates and opinions of counsel as
to the legal existences of the
issuer and the legality of the se-
curities being offered, and may be
in condensed or summarized form.
. After the registration statement
is filed with the Commission the
issuer or underwriters are not, as
yet, free to sell. The statement is
examined carefully by a staff of
experts. -Inasmuch as the Com-
mission administers so many Acts,
it has become organized somewhat
along the lines of these Acts.
There is a Public Utility Division
for matters arising under the Pub-
lic Utility Holding Company Act;
a Trading and Exchange Division
for handling the stock exchanges
and transactions thereon and in
the over-the-counter market and
dealing with the NASD and sta-
bilization problems, and a Cor-
poration Finance Division for
handling registrations under the
Securities Act and Securities Ex-
change Act and certain other
problems (e.g., proxy solicitation

Continued on page 13
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British Columbia’'s Wood

My subject is a very big one
and one about which there is all
too little exact information avail-
able. Therefore the information
which I may
be able to give
you must of
necessity be
based  largely
on a somewhat
lengthy pro-
fessional ex~
perience in
B.C. (since
1912), and on
my personal
analysis of
available offi-
cial informa-
tion, rather
than on the
type of exact
quantitative, qualitative, or value
appraisals which members of your
organization are accustomed to
deal with in underwriting or pre-
senting a prospectus to investors.

I should therefore preface my
remarks with the reservation
which I believe is used frequently
in your industry that, “The infor-
mation contained herein is based
on statements and statistics which
I believe to be reliable.” I might
add too, “that I have not yet filed
‘this statement with officials at
Victoria as some of the statements
contained herein may be some-

" what controversial.”

At best, in the time available,
we can take only a quick look
at a very big subject, British Col-~
umbia’s wood resources. In order
to get as simple an over-all pic-
ture as possible, I will quote as
few statistics'as possible.

British Columbia’s Forest
Products

The total value of all forest
products produced in British Col-
umbia in 1950 was estimated at
around $350,000,000 of which sawn
lumber represents 60% and pulp
and paper 20%.

In view of the limited time at
my disposal I intend to confine
myself to the Coast Region large-
ly, with just a passing reference

L. R. Andrews

*An address by Mr. Andrews at the
35th Annual Convention of the Invest-
ment Dealers’ Association of Canada, Jas«
per Park Lodge, Alberta, Canada, June
14, 1951,
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By L. R. ANDREWS*

Executive Vice-President, British Columbia Lumber Manufacturers Association

After reviewing statistics and estimates of British Columbia’s vast timber re- -
sources, and measures taken for forest conservation, Mr. Andrews gives argu-
ments for and against private ownership of forest lands. Sees taxation, despite
alleviations still adversely affecting business of growing tree crops, but points

out progress in British Columbia forestry in last decade and its favorable
factors as field of investment.

to the Interior Forests. A break-
down of the usage of the 31 bil-
lion feet of raw logs produced on
the Coast is something on the fol-
iowing scale;
Feet B. M.
Sawn Lumber.__about 2,500,000,000
Pulp and paper. 415,000,000
Shingles 300,000,000
Plywood 135,000,000
The balance, 90 -million feet, in
miscellaneous forest products. -
The Sawn Lumber production
on the Coast of British Columbia
represents nearly 40% of the total
for Canada and the Pulp & Paper
production at around one million
tons, represents over 10% for the
whole of Canada. Of the Coast
Sawn Lumber production, about
75% was exported out of Canada
in-1950 and 67% of the pulp and
paper found -markets in foreign
countries. 90% of the shingles
went to the United States while
practically all of the plywood was
marketed in Canada in 1950,

In regard to resources there is
no reliable up-to-date inventory
of British Columbia’s wood re-
sources, The only existing inven-
tory is the so-called Mulholland
Report, known officially as the
Forest Resources of British Col-
umbia, 1937, published by the
Minister of Lands. This inventory
shows the total area of produc-
tive forest lands in British Col-
umbia as 75 million acres (65 mil-
lion in the Interior and 10 mil-
lion on the Coast). This is about
one-third of the total land area
of the Province. For comparison
the total area of productive agri-
cultural land is given at 4,700,000
acres, or about 2% of the land
area, of which half a million acres
only, are located in the Coast Re~
gion,

SECURITIES

The total stand of merchantable
timber is given at roughly 255
billion feet B. M., for the Prov-
ince. 155 billion feet, or 60% is
estimated for the Coast Region
Forests,

The present drain or in other
words, the annual cut of the Prov-
ince is approximately 4, billion
feet B, M. per annum. 3% billion
feet of this, or 80% 1is presently
harvested in the Coast Region,

This official inventory was pub-
lished in 1937 and, of course, is
now 14 years out of date. The
inventory however, was not made
in the year 1937 but was accumu-
lated over a period from 10 tol5
years prior to that date. The in-
ventory was not made by detailed
aerial survey or intensive ground
cruises but was compiled from a
great number of sources, includ-
ing commercial buying or selling
cruises extensive reconnaissance
over large areas, together with a
small percentage of original and
check cruises. )

Forest inventories are anything
but static. Mature or old growth
timber is subject to annual drain
through cutting. Growth is more
or less static as decadence and
damage by fire, insects, and fun-
gus largely cancel out increment.
Huge areas of regenerated, cut
over lands support vigorous young
growing stock on which annual
increment is building up future
supplies and present a continually
changing picture. '

In Scandinavian countries which
were visited last year by a group
of government and private for-
esters from British Columbia,
including myself, and which coun-
try, by the way, has a somewhat

comparable area of productive
forest land to British Columbia,
forest inventories are taken every
10 years and represent complete
statistical appraisal of all grow-
ing stock, all site classes, current
increment less current drain, down
to the last detail. Between these
10-year inventories, running in-
ventories keep the official figures
up to date by deducting annual
drain and adding annual incre-
ment, '

No such reliable information is
available in British Columbia in
spite of the fact that to the extent
personnel and appropriations are
available, efforts are being made
to check cruise the 1937 inventory
and bring it up to date. -The 1949
Forest Service Report indicates
that in that year about 4,000,000
acres were inventoried and that
the objective for 1950-51 was at
least 5,000,000 acres per year. At
this rate of course, it would take
15 years to check cruise the 75,-
000,000 acres of productive forest
lands, at the end of which time
the then existing inventory would
again be out of date.

Competent, experienced tech-

nical foresters are in very short
supply and the Forest Service has
lost to industry many of their
top-level experienced men in the
last few years. The government
is not attracting sufficient grad-
uate foresters from the University
of British Columbia for their
needs. An analysis of the em-
ployment of graduate foresters
from the University of B, C. was
made recently. This shows that
48% of all the graduates since

1923 have gone into the forest

Resources

industries. Of a total of 146 in
private employ, 41 are employed
on straight forestry work by pri-
vate enterprise; the balance are in
logging, manufacturing and mer-
chandising services. 41% only
have gone into government serv-
ice. The reason for this of course
is that the Civil Service restric-
tions and government salaries are

-not attracting the young gradu-

ates. They can make more money
in industry, advance much quicker
and appear to consider they have
a wider scope for their training
and abilities. :
The recent check inventories, as
published in Forest Branch Re-
ports, indicate in many instances
a very wide discrepancy between
1937 and 1949 inventories. Since
1937, there has been substantial
drain through normal cutting
operations, probably exceeding
one-half million acres on the
Coast. . This must be deducted
from the 1937 inventory of mature
timber, At the same time many
cut-over areas on the Coast re-
ported as not- satisfactorily re-
stocked in 1937, have within the
past 10 years of very favorable
fire weather, coupled with a num-
ber of prolific seed years, become
statisfactorily restocked. I would
like to quote from the official re-
ports on just two areas to illus-
trate. These two areas are not
picked out as horrible examples,
but I believe indicate the changes
which have taken place during
the interval, both in respect to
mature timber and second growth.
In regard to Virgin Stands the
report of the Forest Service, 1949
shows for the Kyuquot region
(1% million acres) the following:
“The estimates and forest cover
maps for the Kyuquot region have
been completed and are available
upon request. This heavily tim-
bered region is now estimated to
carry more than 19 billion board-
feet of merchantable timber, which
compares with the 1937 inventory
of 8% billion board-feet. The

reason for the large increase is
that the early estimate was not
based on a detailed survey“, but

Continued on page 22
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We, as Albertans, know that we
live in a Province of opportunity,
and we are always proud to tell
our friends about it. I am con-

vinced that
onlytothe
extent that
peopleare
proud of their
town, province
or country,
and are pre-
pared to get
behind it, will

it progress -

and be a good
place in which
to live, and
again I say
that we are
proud to be
Albertans. As
you all know, Alberta is less than
fifty years old, Though we as a
Province are still in our infancy
it is our determination to grow
up and to take our proper place
among our sister provinces, and to
contribute all we can in making
this Canada of ours even a greater
country. -

As it will not be possible in the
limited time at my disposal to deal
with all of the natural resources,
and, further, owing to the fact that
the oil development has been in
the limelight for the past three or
four years, and, further, on. the
suggestion of some of your of-
ficers, I shall talk about the oil
and gas development for a few
minutes today. Before doing so,
however, I should like to give
you a bird’s-eye view of the Prov-
ince,

Though our Province is referred
to, and is one of the Prairie Prov-
inces, over 40% of it is covered
with forest growth. An aerial sur-
vey has been undertaken of the
whole province at a cost of over
a million dollars, and at present
we are co-operating with the
Dominion Government in an en-
deavour to get a complete inven-
tory of our timber reserves; in the

Hon. N. E. Tanner

*An address by Minister Tanner at
the 35th Annual Convention of the In-
vestment Dealers’ Association of Canada,
Jasper Park Lodge, Alberta, Canada,
June 13, 1951.
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Alberta: Its Boomin gOil Industry

By N. E. TANNER*

Minister, Department of Mines and Minerals, Alberta, Canada

Minister Tanner describes rapid rise of oil exploration and development in Al-
berta, and points out if Canada should be able to produce all its oil require-
ments, it would reduce’ Dominion’s debt in U. S. dollar area and give Canada
a much more favorable trade position. Says efforts are made to keep oil devel-
opments orderly and are carried on according to best engineering practices.
Upholds private exploration and investment in oil development on royalty

meantime 88 million acres of forest
covered land have been reserved
for timber and as a protection to
the watersheds. Settlement is not
permitted in these acres, but
rather is encouraged in areas
where the soil is suitable for
agricultural purposes, and where
social services, such as roads,
schools, hospitals, ‘etc.,, can .be
made available as economically as
possible. ,

In Alberta we have a population
of approximately 900,000 out of
which we have some 90,000 farm
families, which produced and sold
over $450,000,000 of farm produce.
Here we have access to some of
the finest fishing and hunting of
big game, upland and migratory
birds, as well as having available
some of the finest parks in-the
world, where a vacation and rec-
reation can be enjoyed. Today we
have hard surfaced highways ex-
tending from boundary line north
to far beyond Edmonton, and from
centres of populatioin they extend
in every direction. Our schools
and University offer the very best
in education to all who wish to
attend.

For years Alberta has produced
a good share of all of the coal
produced in Canada, and has mar-
keted it from the west coast to
central Ontario. The coal indus-
try, however, is having its prob-
lems today, due to the very high
freight rate and the competition
of oil and gas. Every effort is be-
ing put forth by the industry and

the government here to try to find
a solution of this problem.

I must not take time to talk
about the cattle and other indus-
tries in the Province,-but think I
should mention the debt situation.
As most of you know, Alberta is
the one Province in Canada where
the Provincial debt has been con-
sistently reduced, and the
Province which enjoys the low-
est rate of interest on its pro-
vincial debt of all the Provinces
of Canada. Since 1936 the debt has
been reduced from $167,000,000 to
$110,000,000, reducin g the per

‘capita debt from $216.00 to

$127.00. This debt reduction pro-
gram was underway before the
Leduc field was brought into pro-
duction, and has been somewhat
accelerated since. The present pro-
gram provides for the retirement
of the debt in twenty-three years.

Alberta’s Oil Development

During World War II the im-
portance of oil to the economy of
a country, and particularly in case
of war, was brought to our at-
tention more forceably than at
any other time. At that time Cana-
da was dependent on other coun-
tries for more than 90% of her oil
requirements. This was anything
but a healthy state for a country
the size and importance of Canada
to be in, The government of Al-
berta realized that, inasmuch as
Alberta was the only Province in
which oil had been found in any
quantity, it had a great respon-
sibility. To improve this condition
we modified our regulations so as
to encourage development. Large
tracts of land were made available

Philadelphia
London, Eng.
Halifax
Quebec

Ottawa

MARKETS rhcxintcxined in all classes of Canadian external
and internal bond issues.

Stock orders executed on the Monireal and Toronto Stock
Exchanges, or net New York markets quoted on request.

DIRECT PRIVATE WIRES CONNECT OUR
NEW YORK., TORONTO, MONTREAL, OTTAWA, KITCHENER,
LONDON, HAMILTON AND BRANTFORD OFFICES

DOMINION SECURITIES OrpA. LIMITED

40 EXCHANGE PLACE. NEW YORK, N.Y.

50 KING STREET WEST, TORONTO. CANADA

STOCKS

Montreal
Winnipeg
Calgary
Vancouver
Victoria

 basis, under conservation principles.

to oil companies at very little cost
for exploration purposes, with the
understanding that the company
holding the reservation would
have the right to lease the oil
rights if oil were found.

On June 1, 1941, it was decided
to set the royalty on a sliding
scale for a period of ten years,
ranging from 5% to 15%, so as to
encourage the drilling for and
production of oil. The result was
that the search was undertaken
and continued by the oil com-
panies then in Alberta, as well as
by others which came into -the
Province. Though some small
fields were brought in, it was not
until the bringing in of the Leduc
field in February, 1947, that any
major production was discovered.
Shortly after this discovery the
Redwater and Woodbend fields
were brought in, and today we
have some 17 fields, together with
13 other areas in which oil has
been found.

During the year 1950 we had
over 1,000 wells drilled, 753 of
which were -0il producers, which
means that an' average of more
than two oil producing wells were
brought in every day during the
year; also, 40 gas wells were
brought into production, which
makes a total to Dec. 31,
1950, of 3,926 wells being drilled,
2,205 of which were oil wells, 401

gas wells and 1,320 dry holes.

Development is going ahead at a
very satisfactory rate; some 153
geophysical crews are in the field
as of March 1, 1951, and also 140
drilling rigs. .

Thursday, June .28, 1951

The production for 1950 reached
27% million barrels, the value of
the production being approxi-
mately $82 million. At present
there are approximately 560 reser-
vations, covering over 40 million
acres, on which oil companies are
exploring for oil and gas. Besides
this, we have over 10,600 leases
as of April of this year, covering
an area of 6% million acres.

To give you some idea of the
work being done and the money
being spent in ‘exploration and
development, I may say that in
1947 there were $36 million spent,
and in 1948, $50 million; 1949,
$100 million and in 1950, $150
million. This is for- exploration
and production alone, and does
not include the money spent for
pipe line, transportation, refiner-
ies and so on. From these figures
it is quite evident that develop-
ment is going ahead rapidly; in
fact, the highest daily production
for any one month in 1950 was
100,000 barrels, while our daily.
allowable for June of this year is
155,000 barrels, with a-potential
of 200,000; this is made possible,
of course, by the oil pipe line,
which was built from Edmonton
to Superior, a distance of 1,150
miles, at a cost of $90 million, and
which has a carrying capacity of
some 75 to 90 thousand barrels
daily. The oil flowing through this
pipe line goes by tanker to Sarnia,
where it is able to compete with
other oil available to that market;
in fact, some oil is being exported
to Superior, Wisconsin, and is
able to compete there.

Though there is a duty on cil
going into the United States, the
Alberta Government is taking the
stand that as long as we are im-
porting as much or more oil from
the United States as we are ex-
porting to the United States, our
oil should be free of duty, or, you
might say, on an exchange basis,
and it is our intention to do all
possible to see that some arrange-
ment is worked out along these
lines.

During the past few months
there has been quite a bit of talk

- Continued on page 18
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Canadian Engineering Ach

In my talk today, I will con-
sider numerous aspects of Can-
‘ada’s enigineering. achievements,
the first of whizh will be Re-

search. -C an-
ada has an
.organization
known as the
National R,e-
search Coun-
cil,. and two
of their noted

By J. CALVIN BROWN*

THE COMMERCIAL .and FINANCIAL CHRONICLE

President, American Society of Mechanical Engineers

Prominent American engineer reveals activities and progress of Canadian en-
gineering, particularly in scientific research, aviation and other forms of
transportation, hydroelectric power and developments in mineral and forest
industries. Points out, in space of relatively few years Canada kas become a

men, Clarence -

D. Howe, and
General An-
drew G. L.
McNaughton,
are Honorary
Members of
ASME, . and
have served
. as Presidents
of the National Research Council
" of Canada. The present Presi-
dent, Mr. C. J. MacKensie, will
deliver the Roy V. Wright lecture
at 12:15 p.m. on. Tuesdey,; June 12.
The National Reséea Council
.of Canada reports that on the
Canadian atomic energy project,
the Chaulk River pile has the
highest neutron flux ever re-
corded among the world’s known
nuclear’ reactors, and it thus of-
fers unique facilities for collec-
tion, . of fundamental data on
atomic energy. The neutron flux
of the reactor is used to bombard
various materials to produce the
radioactive isotopes that are find-
“ing increased uses in industry.
Fundamental research in radar
and radiophysics and applications
of radar techniques to peacetime
problems, as well as radar proj-
ects for the Canadian Army com-
prise a major portion of the NRC
program.
The scope of the Division of
Mechanical Engineering includes
research in aeronautics and hy-

drodynamics, as well as phases of
mechanical engineering. The

J. Calvin Brown

Aeronautical Laboratories ' pro-"

vide the Canadian aviation in-
dustry, both constructors and op-
erators, with research, develop-

*Part of an address by Mr. Brown be«
fore the Convention of the American As-

sociation of Mechanical Engineers, To-
ronto, Canada, June 11, 1951,

ment, and testing facilities, and
the laboratories also provids re-
search for the Royal Canadian
Air Force. Provision is made for
work in almost all fields of aero-
nautics, including aerodynamics,
gas dynamics, power plants,
structures, and fuels and lubri-
cants.

Other work includes design of
wind tunnels, jet engine studies,
icing of turbines, transonic flights
and the like.

Aviation

This leads us to what ,undoubt-
.edly proves that' Canadians “are
fully capable of accomplishing
great engineering works — the
Canadian jet achievement. By
successfully producing a unique
jet transport, a jet fighter, anda a
turbojet engine, Canada can right-
fully take her place with the
world leaders in jet development.
The Jetliner, produced by Avro
Canada, as are the CF-100 jet
fighter and the Orenda turbojet
engine, has flown more than 500
m.p.h, in level flight, establishing
a new North American speed rec-
ord for its type. Its cruising speed
is 100 to 150 m.p.h. faster than the
conventional air transports now in
service, The Jetliner has made
numerous flights over the past
year and its serviceability and
performance are said to be ex-
cellent.

The CF-100 fighter is the first
of a . new breed of postwar jet
fighters. It is exceptionally large
in size, its length and wingspan
being about the same as the
height of a five-story building. It
carries an unusual amount of new
radar and navigational aids to en-
able it to operate at long distances

.inal

major industrial power.

from base in all types of weather.
It is very heavily armed and car-
ries ample fuel for extremely
long-range operations. Despite ifs
power and performance, the CF-
100 can land on and take off from
very short-runways. Its rate of
climb is outstandingly good for
interception purposes. Many of
the aircraft’s features are of orig-
Canadian design for its
particular operational role.

. In developing and producing the
Orenda engine, Avro Canada has
designed one of the most power-~
ful turbojets in the world. These
engines are fitted to the CF-100
fighter, 4

Production of these engine§ has
set a new  pattern-for Canadian
engineering ' enterprise. A few
components _have been made by
Canadian subcontractors, a few
engine auxiliaries ‘are previously
developed units, but the vast ma-
jority of the engine parts have
been made in Avro’s own shops.
This has meant techniques and
operations of which Canadians
were considered incapable a few
years ago.

However, Canada’s aviation

‘achievements are not confined to

the postwar era. During World
War II, it should be remembered,
the Mosquito airplane, produced
by deHavilland Aircraft of Cana-
da, gave an excellent account of
itself. ‘

And while on the subject of
aviation, we must mention Wal-
lace- Turnbull, an' outstanding
Canadian Engineer, an Honorary
Member of The Engineering In-
stitute of Canada, and one of the
world’s foremost pioneers in
wind-tunnel and aeronautical re-
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search. Today, every propeller-
type aircraft aloft uses his inven-
ion—the variabi»-n ca orovel-
ler, a control device for changing
the pitch of the blades. :

Hydroelectric Power

When it comes to electric power
production, we find that Canada
has extensive sources of energy
in its known reserves of ‘coal, oil,
and natural gas. However, a great
amount of the electric energy used
is derived from its great water-
power resources, in the develop-
ment - of which' the Dominion is*
one of the outstanding countries
in the world.

With a total of 962,275 h.p. of
new’ capacity coming into opera-
tion, the year 1950 was outstand-
ing, as.this amount has previously

_been exceeded only by the war-

time year of 1943 when the huge
Shipsaw hydroelectric plant was
completed on the Saguenay River
in Quebec. H. G. Acres, a former
Vice-President of EIC, will be re-
membered ' for his ' engineering
work on this project. A large pro-
portion of this new capacity is
located in Ontario and represents
the culmination of the great post-
war construction program under-
taken by the Hydroelectric Power
Commission of Ontario. Other new
plants and extensions which are
under active construction are ‘ten-

tatively rated at 1,000,000 h.p. and
those under preliminary construc-
tion or definitely planned, at
about 1,500,000 h.p. Although the

ievements

demand for hydroelectric energy
continued to grow during 1950,
being more than 8% greater-than
in 1949, power production was,
in general, keeping pace with the
increased demand and construc-
tion was very active in the fields
of transmission and distribution.

Since the beginning of the pres-
ent century, following the incep-
tion of long-distance transmission
of electricity, water-power devel-
opment in Canada has undergone
remarkable growth, .the total in
stallation of 177,323 h.p. at the
end of the year 1900 being in-
significant in comparison with
the 12,562,750 h.p. installed by the
end of 1950, - :

Of the 12,562,750 total installed
horsepower, central electric sta-
tion capacities which- develop
power for sale, total 11,070,714 .
h.p., representing 88% of the com-
plete total of all water-power de-
velopments. 2 !y

An outstanding example™ of
Canadian engineering is to be
found in the Windsor steam-power
station of the Ontario Hydro de-
velopment. .

Pulp-and-Paper Industry

The pulp-and-paper industry,
which operated' at above  rated
capacity during 1950, leads all
other manufacturing industries in
Canada in net value of production
and it is at present being further
expanded. The industry has long
been guided by Canadian eng:-
neers actingas presidents and man-
agers of plants, It ranks as one
‘of the world’s great industrial en--
terprises. Canada’s total mill capa-
city for the production of news-
print paper is more than five
million tons a year. This is much
greater than that of any other -
country, In the production of
wood pulp, Canada is second only .

to the United States. More than
92% of manufactured newsprinfc
is exported, so that the industry
Continued on page 12
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Canada’s New

0il

Resources

By OLIVER P. HOPKINS*
Vice-President, Imperial Oil, Ltd., Canada

Executive of leading Canadian oil producer reveals recent ex-
pansion of Canada’s mew petroleum resources, through dis-
covery and exploration of oil fields. Points out these develop-
ments perk up Dominion’s economy, benefiting vast north-
western area, and raising Canada’s petroleum output to about
one-half of its current needs. Foresees new Canadian industries
and substantial improvement in Canadian Government revenues

The discovery of oil in the
Canadian west could not have oc-
curred in a place more suitable
to the needs of the railway man
desirous of increasing his operat-
ing efficiency by the use of pe-
troleum. And the aid given by the
railways to oil men, especially
in a part of the world where dis-
tance is so great a handicap, has
undoubtedly greatly accelerated
the development of the oil in-
dustry. Railways and -oil are, in-
deed, an excellent example of the
way in which one industry’s de-
velopment benefits another. A
year ago, the railways were carry-
ing material to help build the
Interprovincial pipe. line trans-_
port system, which was to carry a
sizable volume of traffic, part of

--which had previously moved by
rail. This year the pipe line is
returning the compliment by de-
livering crude oil to refineries in
the prairies which will help to
provide lower cost fuel for the
railroads!

As I mentioned, one of the most
significant features of our recent
oil development was that the oil
was discovered in what you might
call the driest spot of a very oil-
thirsty country. In 1947, the year
in which the discovery at Leduc
revolutionized the Canadian out-
look, Canada was consuming an
average of 255,000 barrels of
petroleum daily, But the principal

. *Part of an address by Dr. Hopkins
at the Semi-Annual Meeting of the
American Society of Mechanical Engin-
eers, Toronto Railway Group, Toronto,
Canada, June 14, 1951.

source of domestic production,
Turner Valley, was on the decline
and other sources were either too
small or too remote to contribute
substantially. The result was that
of our 255,000 barrels of require-
ments, only 18,000 barrels were
being provided by Canadian wells.
Domestic production, at' 7% of
requirements, was a little below
the pre-Leduc average, which
usually ran at 10% of require-
ments.

Moreover, demand was in-

creasing rapidly, The 255,000 bar-

rels required daily in 1947 has
since risen to 350,000 barrels, an
increase of some 37%. Demand
was vigorous in the prairies as
a result of the mechanization of
western agriculture, Yet the
prairies were the most difficult
area to supply and imported crude
at some refinery centres rose to
as high as $5 a barrel, about half
the cost being freight from in-
creasingly distant sources of sup-

‘ply. And in addition to making
. the agricultural prairies a high-

cost petroleum area, Canada’s de-
pendence on imported petroleum
placed a heavy drain on the coun-
try’s foreign exchange position.

Exploratory Work

The desirability of locating
domestic sources of crude resulted
in a great deal of exploratory
work being carried out in widely
separated parts of Canada. This
work produced. some discoveries,
a great deal of geological informa-
tion and enough production of oil
and gas to confirm the oil seekers

. in their belief that Canada’s sed-

imentary areas would ultimately

yield large reserves of crude oil.
But it, was not until Imperial

Qil completed its 134th wildcat

well at Leduc in February, 1947,

that the expected large reserves
became a reality. Leduc and the
adjoining Woodbend pool are
estimated to contain some 200
million barrels of recoverable
crude oil, not far short of twice
the total recoverable reserves

from the historic Turner. Valley .

field.

The discovery of this large re-
serve in a setting that was known
to be generally favorable to the
accumulation of oil, and in an
area where crude oil was so much
to be desired, initiated a tremen-
dous wave of exploration.. In 1947,
the year of the Leduc discovery,
expenditures on exploration and
development in western Canada

ad been in the neighborhood of

5 million. In 1948, the figure
rose to $50 million; to $100 million
in 1949; $150 million in 1950 and
currently the expectation is that
some $200 million will be spent
during the current year.

In the field, these expenditures
were reflected in an increase in

the number of geophysical sur-.

vey parties from 15 in 1946 to 123
such parties in 1950. Wildcat or
exploratory wells increased from
75 in 1947 to 261 in 1950. Last

year alone, 1,017 wells were com-

pleted involving over 2.9 million

feet of drilling—or some 530
miles. :

The wave of exploration since
Leduc has resulted in the dis-
covery of a number of new fields
and the addition of more than a
billion barrels of oil to Canada’s
petroleum reserves. Leduc had not
only broken the long sequence of
disappointing exploration efforts,
but by disclosing oil in Devonian
formations it had given the oil
prospector a new horizon to shoot
for. Before that time, ‘Canada’s
discoveries had been found mainly
in the Rundle limestones of Turn-
er Valley and in the lower Creta-
ceous sends as at Wainwright,
Vermilion and Lloydminster. The

Continued on page 21
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Quebec’s Industry and

Labor Progress

The Province of Quebec, originally a trading and farming area,
has now developed into a vast industrial and shipping section of
one of world’s leading industrial nations. To its predominance as
a pulp and paper producer, there has been added mining and

Four thousand new industries
located in la Province de Quebec
in the post-war period, 1945-50.

There are now in Quebec about
12,000 manufacturing enterprises,
with a labor force of 1,400,000 peo-
ple and producing annually goods
worth $4,000,000,000.. This progress
in the development of the Prov-
ince’s industrial pofential has, in
large measure, contributed to the
prosperity of Canada, today one of
the world’s leading industrial na-
tions.

At the outset,’ Quebec was es-
sentially a trading community.
The French pioneers who came
over in the 16th century traded
with the Indians for furs, Later,
the Province became, above all, a
land of farmers. But in succeed-
ing generations, great industrial
evolution took place, based on
Quebec’s great store of hydro-
electric power, forest wealth, base
and precious metals, fine water
transport, and the skill and in-
dustry of French-Canadian work-
ers.

In all this development, Quebec
was aided by its peerless geo-
graphic position, which makes it
one of the great transportation
hubs of the western world. Mont-
real, located 800 miles from the
sea and harboring in its metro-
politan area nearly 2,000,000 peo-
ple, is one of the leading trans-
shipping ports of the universe.
Here,  cargoes from the Great
Lakes and frcm the seven seas
are trans-shipped.  Here, more
grain is handled annually than in
any other port. Montreal and the
other St. Lawrence ports—Sorel,
Trois Rivieres, Quebec—and the
Saguenay ports of Chicoutimi and
Port Alfred are mere overnight
runs from the great railroad net-
works of the United States; and,
of course, are in direct communi-
cation with the rest of Canada.
With the advent of air transport,
Montreal has become one of the
outstanding air centers. Canadian,
British, American, French and
Dutch airlines use it for services
which span the globe. Finally, all
points in the Province are directly
linked by good highways with the
transcontinental systems of both
Canada and the United States.

Large Area of Diversified
Industries

La Province is vast—more than
597,000 square miles in area. Nat-
urally there is wide diversification
of industry and of manufacturing.
Greatest density of population is

in the St. Lawrence and Ottawa-

valleys, the oldest-settled portions
of Quebec. Here are located the
leading élements of heavy indus-
try—railway shops, locomotive
works, shipbuilding yards, iron
foundries, steel works, ete.
Nonetheless Quebec industry by
no means fringes on main water-
ways. Gold and copper in Abitibi,
industrial growth in the Lake St.

- John “empire” and Saguenay val-

ley and, more recently, the dis-
covery of huge beds of iron and
titanium along the north shore of
the lower St. Lawrence have
broadened Quebec’s industrial
field. With this spread, of course,

has gone still further dissemina-
tion of population.

For generations industry and
manufacturing have been located
in the main centers of Montreal,
Quebec, Trois Rivieres and Sher-
brooke; and the turn of the pres-

ent century saw a widening out

fisheries, which are contributing to Canada’s industrial potential.

to such points as Valleyfield, St.
Hyacinthe, Shawinigan Falls, So-
rel, Drummondyville and Hull. But
a feature of the last 50 years has
been decentralization of industry.
Government stimulation of hydro-
electric production and construc-
tion of first-class highways have
led industry and manufacturing to
locate in every- corner of the
Province. :

Home of Wood Pulp and Paper
Industry

In this impressive development
Quebec has long been known ‘as
the home of wood pulp and news-
print paper; it is the leading pro-
ducer in Canada of shoes, manu-
factured tobacco (some produced
inside the Province); ready-made
clothing; cotton textiles; rayon;
and many specially processed
woods. But the range of:Quebec
production is infinite. It runs from
pins to Diesel locomotives; from
perfumes to ships; from cod liver
oil to turbines. That range has
been lengthened enormously since
the end of the war in 1945 through
investment in Queec by business-
men of Britain, the United States,
the Continent. of Europe, and
South America. With this invest-
ment have come specialists of
many varieties to add their skills
to the industrial economy of Que-
bec; producing such things as pre-
cision instruments and distinctive
potteries. Location by these thou-
sands of investors in the Province
has been due to the unrivalled
supply of cheap hydro power; to
the unfailing supply of good labor,
both male -and female; to the
abundance of Queec’s raw mate-
rials; and to the facility for trans-
port of goods to all parts of the
world. \

Hydro power, particularly, has
been all-important in late years.
At no time has Quebec been ob-
liged to ration consumers, indus-
trial or domestic; for total produc-
tion today reaches over 6,000,000
horsepower, while undeveloped
streams and rapids hold in reserve
more than 10,000,000 horsepower
strategically located, so that there
is hydro galore for the users of the
immediate as well as of the far
future. Shipsaw, on the Saguenay
River, produces in all more than
2,000,000 horsepower; a single
plant has a capacity of 1,200,000
horsepower and is one of the
world’s leading hydro stations.
Another plant on the Beauharnois
Canal, near Montreal, already pro-
duces millions of horsepower and
is constantly being enlarged to
raise output. And the St. Maurice,
running into the St. Lawrence at
Trois Rivieres, is the most in-
tensely developed river in the
world; six times over the same
water runs through turbines to
feed hydro power to Quebec. Fi-
nally the Province enjoys a
unique system of interconnection;
between its hydro companies
which can pool production and:
thus meet peak demands any-
where. '

To the newspapers of the world,
Quebec supplies a high proportion
of newsprint. Since all Canada
produces more than five times as
much paper as any other country
and Quebec manufactures more
than 50% of the volume produced
by Canada, the size of this indus-"
try in la Province can be gauged.
Quebec has 55 major pulp and
paper plants. Concentration of the:
Trois Rivieres and Shawinigan: -
Falls districts, and mills elsewhere;;:

_'Continued on page 20"
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In Canada, as in the United =

cutual funds--Thelr Growth ln fanada -~

States, the growth of mutual in-
vestment funds in recent .years
has been ‘one: of the outstanding

‘ developments

in "the realm-

of-finance.
This is caus-
ing more and
more invest-
ors to exam-
ine this form
of investment
and to ask
‘what the mu-
tual fund can
do for "them.
Thisisthe
‘paramount

=~ ‘Alan _,(Ehippindala )
. ~. - everythought-
ful investor should “ask. .
To begin with, the mutual fund
cannot provide everything to all
investors for all purposes at all
times. But it can definitely pro-
vide something desirable to nearly
all investors most of the time.

It can provide a sound and con-
venient program for that portion
of an investor’s capital available
for longer term employment on an
investment basis primarily in the
field of common stocks, where po-
tential capital growth and income
rewards are attractive, but where
the risks in individual issues are
high. k

A mutual fund is not a “get rich
quick” scheme. There is no royal
road to wealth. It is essentially a
conservative medium of invest-
ment providing for broad diversi-
fication under constant experi-
enced supervision, with exception-
ally high marketability.

Every investor should have
some high grade bonds, and cash
in the bank for emergency pur-
poses. The amount will vary ac-
cording to the 'circumstances of
each investor, Many investors will
also want, and some should have,
individual stocks. In such circum-
stances, the mutual fund fits
nicely in between as a conserva-
tive backlog program. There are
many investors, of course, who
are in no -position to assume the
risks inherent in one or a few
individual stocks selected at ran-
dom, and would be well advised
to select a good mutual fund for

question and.
one which-

Vice-President

By ALAN CHIPPINDALE

and General Manager, Calvin Bullock, Ltd. _ . o R

¢ Canadlan ”Mut.ual» Fi';nds

< Investment banker, in commenting on growth of mutual investment funds. in ““~ond “mutual fund: was formed in

Canada and United States, estimates Canadian mutual funds assets at end of
1950 as over $61 million, a development since 1932, when first Canadian

PR April, 1934 by ‘reorganizing- an
existing closed-end: company and
making

" fund was eSta‘bli_shed,‘ Finds ownership well diversified and calls mutual fund.. " funds were formed but soon be-

e o

all of that portion of their savings'
which they wish to placeé in stocks.

A properly organized®and ad-
ministered mutual fund combines
higher.degrees of security, income,
marketability, and potential ap-
preciation—those “four important
investment - considerations com-
bined—than - probably any other
type of security.

History

Investment companies fall under
three broad classifications:
“Closed-end”; “mutual” or “open-
end”; and “unit” or “fixed trusts.”
The latter type were originated
in the United States in the middle
Twenties, gained favour for a brief
period there from 1930 to 1932
(as they did in the United King-
dom at about the same time), but
today are. little heard of and form
by far the smallest group. They
had a  marketability advantage
over closed-end companies but ex-
perience found the rigidity . of
their investment holdings less sat-

isfactory under constantly chang--

ing investment conditions.

The birthplace of the first
closed-end investment company
resembling the modern version
was Scotland in- 1873. In the next
few years a number of additional
Scottish and English investment
companies were organized. The
popularity of the investment trust
idea spread; but the*field became
over-crowded with organizations
which employed superficial meth-
ods of investing and the eventual
day of reckoning came in the
“Baring Panic” of 1890. The
stronger and more conservative
companies came through; others
bore names unknown today, It is
estimated that investment com-

pany assets in the United King-

investment an inflation hedge.

dom now total in the neighborhood
of £500,000,000. C

: Three decades ago investment
compznies were virtually un-
known in'North America. By the

middle Twenties a few had been

organized, and in the late Twen-
ties they came in with a rush.

. Some were formed and operated

for purposes far afield from con-
servative diversified investment.
The aftermath of 1929 brought
about an early and drastic weed-
ing out process of investment
companies in North America simi-
lar to that which had occurred in
Britain 40 years earlier. This situ-
ation brought unpopularity to the
field as a whole both in Canada

.and the United States.

‘But there has existed in Great
Britain for half a century, and
there has grown up. in North

America, over the period of a.

generation, a group of investment
fund managers who  are knowl-
edgeable and seasoned, ,and who
possess a high sense of fiduciary
responsibility . and professional
ethics. ]

Mutual Funds

“Mutual funds” is the term
commonly applied to investment
companiess whose shares are re-
deemable at the option of the
holder at current asset value. With
rare exception, they are incorpo-
rated companies. The redemption
feature of mutual funds is their
most distinguishing characteristic
compared with closed-end com-
panies. Shares of a closed-end com-
pany are not redeemable at the
option of the shareholder and
consequently, whether listed or
unlisted, the market for the shares
is apt to be narrow and depends
upon finding willing buyers. Near-
ly all closed-end -company shares
have s¢ld at substantial discounts

came inactive.  In 1938, another
existing ¢losed-end compariy re-

. s oOrgahized %0 maké'.its shares re-
belotw pxievailing asset values, and’ g:g??tbzsé ggea:hf&glae:g(ifesg‘f last
most still do. g asue : est.

Not only do mutual. fundshave Of an esiimated total of $61,
the exceptional marketability at yeoipro of Canadian mutual in-
o 1, P, b 86/l v 43350000 s
tures, shares of 'the more popularfttﬁe first ‘such company " formed,

Jor

-ones - also- .€njoy an active over~32nd slightly over $10,000,000 in the

second. The third+largest had as- '
sets' of "approximately’ $4,250,000.
All three of these funds experi-
enced substantial growth in the
past two years. The balance. of
approximately  $8,000,000 was
spread over six new mutual funds
formed and offered in, Canada in
the -last two years, :
Canada’s total mutual fund as-
sets of $61 million may look small
when compared with the U, S.
total of $2,500 million. It should be
remembered however, that the ra-
tio of national income of the United
States compared with Canada is
approximately 18 to 1 and adjust- -
ment of the Canadian total by that

the-counter market because of the
widespread interest in them by
investors and dealers. °

The vast majority of American
and Canadian investment compa-
nies formed in the Twenties were
of the closed-end type. ‘But not
more than. a handful have been
formed since 1929. Fixed trusts
grew in popularity for a brief two
or three years starting in 1930,
but interest soon slackened.
Closed-end investment companies
have the desirable feature of man-
agement flexibility in choosing
and changing investment holdings,
but their marketability is uncer-
tain. Fixed trusts have better
marketability but lack flexibility
in making portfolio investment
changes to meet changing condi-
tions. Experience with those two
types of investment funds resulted
in the development of mutual
funds which incorporate the de-
sirable. management flexibility
fedture of the one and a greatly
improved version of the better
marketability feature of the other.

It was about 1932 that investor
interest swung importantly to
modern mutual investment funds
in the United States and they have
been earning increased popularity
ever since, Of an approximate
$3,500 million of investment com-
pany assets in ‘the United States
at the end of 1950, over $2,500
million was in mutual funds who
had close to 1 million investor
shareholders,

figure at approximately $1,098
million.  Although  still propor-
tionately lower than the huge U.
*S. total, it'demonstrates the sub-
stantial and growing widespread
interest in this type of investment
fund in Canada also.

Who Owns Mutual Fund Shares?

Just about every conceivable
type of investor is found among
Canadian mutual fund sharehold-

ers, lawyers, clergymen, judges,
business executives, doctors,
housewives, widows, engineers,
stenograhers, financial men, offi-
cers in all the armed services, and
many others. ‘Shares are owned
also by many types of organiza-
tions such as pension funds.
churches, libraries, hospitals, and .
lodges, just to name a few. Other
types of holders include commer-

Continued on page 16
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ers. Men, women, children, farm- -

The first mutual} fund. was .
. fom}ed in Canada and began .op~ .|
erations in December, 1932. A sec-

N

its -shares . redeemable. - ‘
. After ‘that . three. other mutual -
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Wilfred J. Borrie, Pemberton & Son Vancouver Limited, Vancouver; Peter Kilburn, Greenshields &

b F. rth, 1
Herbert R. Farnswo Royn Securities Cormmmon, Ltd., Calgary; Frank J. Brennan, F J. Brennan Coo’ Inc., Montreal; Jack Ridley, A. E. Ames & Co., Limited, Toronto

Co., Ltd., St. John, . B.; Chas, F, W. Burns, Burna Bros. & Denton, Limited, Toronto

In Attendance at L.D.A.C. Convent:on

ADAMS, G. D.
C. C. Fields & Co., Toronto

ALEXANDER, N. J.
James Richardson & Sons,
Vancouver
ANDERSON, J. G.
Osler, Hammond & Nanton
Calgary ;
ANDREWS, L. R.*
B. C. Lumber Manfrs. Assoc.,
Vancouver

BACKUS, H. S.
McLeod, Young, Weir & Co.
Ltd., Toronto

. BARKER, A. J.*
Thomas B. Read & Co.,
Vancouver

BARRON, Alex E.
Fry & Company, Toronto
BARTLETT, W. T.*
Bartlett, Cayley & Co. Ltd.,
Toronto
BARTLETT, Miss Elizabeth

Bartlett, Cayley & Co. Ltd,,
Toronto

*Denotes Mr. and Mrs.

BEATTY, D. 8.

Burns Bros. & Denton Ltd,,

Toronto

BEAUBIEN, A. S.
L. G. Beaubien & Co. Ltd,,
Montreal

BELL, H. B.
W. C. Harris & Co. Ltd.,
Toronto

BELL, L. L.
James Richardson & Sons,
Toronto

BELSHAW, J. A. M.
Brawley, Cathers & Co.,
Toronto

BIRD, H. J.*
H. J. Bird & Co. Ltd.,
Vancouver

BLAIR, K. S.
James Richardson & Sons,
Vancouver

BORRIE; W. J.
Pemberton Securities Ltd
Vancouver

BRAY, G.*
Gairdner & Co. Ltd., Quebec

BRENNAN, F, J.
F. J. Brennan & Co. Ltd,,
Saint John

BROOKES, J. E.

Greenshields & Co. Inc.,
Montreal

BROWN, A, M.
Odlum Brown Investments
Ltd., Vancouver

BURGESS, H. T.*
Charles H. Burgess & Co.,
Toronto

BURNS, C. F. W.*
Burns Bros, & Denton Ltd.,
Toronto

CALDER, J. R.

Nesbitt, Thomson & Co. Ltd,,

Winnipeg*
CARLILE, R. C.
- Carlile & McCarthy Ltd
Calgary
CATER, A, H.*
The Western City Co. Ltd.,
Vancouver -
CHESNEY, C. M.
James Richardson & Sons,
Winnipeg
CHIPPINDALE, Alan *
Calvin Bullock Ltd., Montreal
CHOAT, J. E.
James Richardson & Sons,
Victoria

¢

Galrdner & Company Limited

Member: The Investment Dealers’ Association of Canada

and

Corporation Securities

320 Bay Street, Toronto, Canada
PLaza 8011

Montreal Quebec City Hamilton

Government, Municipal

Kitchener Xingston - Calgary

Gairdner, Son & Gompany

Members:
The Toronto Stock Exchange
Montreal Stock Exchange
Montreal Curb Market

Private wire system

320 Bay Street, Toronto, Canada

CHRISTIE, J. H.
R. A. Daly Co. Ltd., Toronto
CLARK, Lorne D.
Court Reporter, Edmonton
CLARK, R. E.
Calvin Bullock Ltd., New York
COCHRAN, H. E.
Cochran, Murray & Co. Ltd,,
Toronto
COCHRANE, J. W.
Doherty Roadhouse & Co.,
Toronto
COLE, J. N.
Wood, Gundy & Co. Ltd
Montreal

COLVEY, Douglas *
Canadian Dow Jones, Montreal

COPLAND, R. A. '
Oldfield, Kirby & Gardner Ltd.
Winnipeg

COYNE, B. L.

Deacon Findley Coyne Ltd.,
Toronto

COYNE, J. E.
Bank of Canada, Ottawa

CREIGHTON, D. R.
Nesbitt, Thomson & Co. Ltd.,
Montreal

CROOKSTON, J. L
Nesbitt, Thomson & Co. Ltd.,
- Toronto

DATTELS, D. R.*
Dattels & Co. Ltd., Kitchener

]

347 Bay Street
Toronto 1, Empire 3-9041

DAWSON, Dudley
Dawson, Hannaford Ltd.,
Montreal

DEALE, B. y
Falrclough & Co Ltd., Toronto

DEAN, Arthur H.
Sullivan & -Cromwell, .
New York

DEANS, M. C.
Bankers Bond Corporation
Ltd., Toronto

DINGLE, H. H.*
Wood, Gundy & Co. Ltd,,
Vancouver

DINNICK, J. S.
McLeod, Young, Weir & Co.
Ltd., Toronto

DORAN, E. L.
Royal Securities Corp. Ltd.,,
Calgary :

DUGGAN, E. M.*
D. M. Duggan Investments Ltd.
Edmonton

EDGELL, R. H.
Yorkshire Securltles Ltd.,
Victoria

EDMONDS, O.
Walwyn Fisher & Co. Ltd.
Toronto

EDWARDS, N. R,
James Richardson & Sons,
Regina

ERTL, E, C.*
“Financial Times,” Montreal

(GOODWIN HARRIS & COMPANY

STOCK BROKERS AND BOND DEALERS

MEMBERS
THE TORONTO STOCK EXCHANGE

¢ CANADIAN COMMODITY EXCHANGE INC.
THE INVESTMENT DEALERS’ ASSOCIATION OF CANADA

302 North Front Street
Sarnia, Ont., Edgewater 2316 .

PLaza 8011
Montreal Quebec City Hamilton Kitch_ener Kingston Calgary

PRIVATE WIRES
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F. Lawson Glasgow, Royal Securities Corporation, Ltd,, Vancouver; Wilfred J. Borrie, Pemberton & K. B. Thn'maon, Investment Dealers’ Association of Canada, Montreal; Bob McCullbch,”Ocler, Hammond

& Nanton, Winnipeg; Jack Kingsmill, Investment Dealers’ Association of Canada, Toronto

Son Vancouver Ltd., Vancouver; Harry Gassard, Investment Dealers’ Association of Canada, Montreal

EVANS, F. O.
McLeod, Young, Weir & Co.
Ltd., Montreal -

FALARDEAU, Georges
J. T. Gendron Inc., Quebec

FARNSWORTH, H. R.
Royal Securities Corp. Ltd.,
Calgary ° &

FINDLEY, J. R.*
Deacon Findley Coyne Ltd.,
Toronto

FISHER, F. C.*
Eastern Securities Co. Ltd.,
Saint John

FRASER, Lyall *
The Western City Co. Ltd.,
Vancouver

GAIRDNER, J. S.*
Gairdner & Co. Ltd., Toronto

GAMMELL, H. G.*
Bank of Canada, Ottawa
GASSARD, H. L.
Investment Dealers’ Assoc.,
To_ronto
GEE, Hartland W.*
Canadian Alliance Corp. Ltd.,
Montreal ’
GERMAN, P. B,
Greenshields & Co. Inc.
Ottawa ™
GLASGOW, E. E, i
W, C. Pitfield & Company, Ltd.,
Winnipeg

*Denotes Mr. and Mrs.

GLASGOW, F. L.*
Royal Securities Corp, Ltd.,
Vancouver,
GORDON, Alan S,
Royal Securities Corp, Ltd.,
Montreal
GOWER, W. E.
W. C. Pitfield & Co. Ltd.,
Winnipeg g
GRAHAM, J. L.*
J. L. Graham & Co. Ltd.,,
Toronto
GRAVES, N. C. P.*
A. E. Jukes & Co. Ltd,,
Vancouver -
GRAY, W. S.
Brian Locke & Co. Ltd,,
Calgary
HALL, C. L* 8
Hall Securities Ltd., Vancouver
HANSON, Telfer R.
Goulding, Rose & Co. Ltd.,
Toronto )
HENDERSON, H. W. G.
A.E. Ames & Co. ‘Ltd., Victoria
HENLEY, George
The Western City Co. Ltd.,
Vancouver

HEYWOOD, G.
James Richardson & Sons,
Saskatoon

HODGSON, J. A.
C. J. Hodgson & Co. Ltd.,
Montreal

HODGSON, Masters C.J. & A. A.
C. J. Hodgson & Co. Ltd.,
Montreal :

HOYT, C. G. :
Brawley, Cathers & Co.,
.Toronto

HUNT, A. D.

W. C. Pittfield & Co. Ltd.,
Montreal

HUYCKE, E. D.*

Bache & Co., Toronto

JACKSON, L. S.*

L. S. Jackson & Co. Litd.,
Montreal -

JACKSON, Miss
L. S. Jackson & Co. Ltd.,
Montreal

JAMES, E. T.*

James, Copithorne & Birch
Ltd., Vancouver

JEFFERS, Wellington
“Globe & Mail,” Toronto

JOHNSTON, K. M.

Wood, Gundy & Company Ltd.,
Calgary

JOHNSTON, R. R.*
G. E. Leslie & Co., Montreal
JOYCE, James H. .
“Financial Post,” Toronto
KANIA, J. E.
Pemberton Securities Ltd.,,
Vancouver

KILBURN, Peter *
Greenshields & Co. Inc.
Montreal
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MEETING A CRITICAL NEED

KINGSMILL, J. A. K.
Investment Dealers’ Assoc.,
Toronto

KIPPEN, W. Bruce )
Kippen & Co. Inc., Montreal

KNIGHT, D. N.

Wood, Gundy & Co. Ltd.,
Winnipeg

~ KNOWLES, G, C.*

Milner, Ross & Co., Toronto

LACE, F, D.*
Matthews & Co., Toronto
LANGFELDT, K. S.
W. C. Pitfield & Co. Ltd.,
Edmonton -

LITTLE, A. T.
Nay & James Ltd., Regina

LOCKE, Brian
Brian Locke & Co. Ltd.,
' Calgary

. MacKAY, S, M.*

Milner, Ross & Co., Toronto

 MacKEEN, H. D. :

Toole, Peet Investments Ltd.,
Calgary

MACKELLAR, S. R.
Mackellar Securities Ltd., .
Toronto

MacLEAN, C, W.*
Gairdner & Co. Ltd., Toronto

9

o

- MAIN, D. L*

Dominion Securities Corp. Ltd.
Vancouver.
MATHER, A. K,
Hagar Investments Ltd.,
Victoria
MCcALPINE, W. D,
Brawley, Cathers & Co.,
Toronto’ ’
McCAIN, G. E. A.*
G. E. Leslie & Co., Montreal
McCREARY, C, D.* ;
Bell, Gouinlock & Co. Ltd.,
Toronto .
McCULLOCH, R. G.
Osler, Hammond & Nanton
Ltd., Winnipeg
McDERMID, Don C.
McDermid, Miller &
McDermid, Vancouver
McDONALD, Carl
Tanner & Co., Ltd., Edmonton

MCcKEE, J.*
Nesbitt, Thomson & Co. Ltd.,
Vancouver

McLELLAND, W, J.
Wood, Gundy & Co. Ltd.,
Toronto

McMAHON, J, A.*
McMahon & Burns Ltd.,

“. Vancouver

Continued on page 27

STEEL is the basic metal of modern civilization—in times of

peace as well as war and defense against aggression.

RESOURCES OF CANADA

INVESTMENT FUND
LIMITED )
. ! The critical need for steel, which has been sharpened iij;“'the inter-

A participation in the
growth of Canada’s natural wealth,

IRON ORE is the basic raw material upon which the gigantic
steel industry %gv this continent has been built.

national emergency, places added emphasis on the growing depend-
ence of the steel industry on Canadian supplies of high grade, direct

Prospectus on request shlppmg ores.

RECAN' SECURITIES DISTRIBUTORS:

LIMITED we occupy in the great iron ore and steel industries of North America.
275 ST. JAMES STREET WEST ’ " :

MONTREAL : '
STEEP ROCK IRON MINES LIMITED

Steep Rock Lake, Ontario

We at Steep Rock are proud of the increasingly important position

The shares referred to herein are being offered in Canada, but not in

the United States of America. This advertisement is not, and under no

circumstarces is to be construed as, an offering of any of this issue for

sale in the United States of America or the territories or possessions

thereof or an offering to any resident of the United States or.a solici- -
tation therein of an offer to buy any of this issue.
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William E. Gower, W. C. Pitfield & Company, Ltd., 'Winnipeg; A. Malcolm Brown, Odlum
Hunt, W. C. Pitfield & Company, Ltd.,

Brown Investments Ltd., Vancouver; A.
Montreal; L. Reed Naylor, W. C. Pitfield & Company, Ltd., Vancouver

Continued from page 7

Canadian Engineering
Achievements

]

is a particularly important . con-
tributor to Canada’s export trade
balance.

They pulp-and-paper industry
also ranks highest in Canada in
the use of hydraulic and hydro-
electric power, consuming about
25% of the total output of the
country,

Mineral Industries

- Hydraulic installations also pro-
duce power for use in special in-
dustries such -as the mineral in-
dustries, together with the instal-
lations of electrochemical, pump-
ing, electric-railway, and general-
manufacturing plants; also the
large number of small mills used
. for sawing and grinding through-
out Canada.

The incidence of large water-
power resources in those regions
of Canada in which the more im-
portant mineral discoveries have

mining development. Metal min-
ing forms an important part of the
mining industry in Canada.

Outstanding in the mineral in-
dustry is the Consolidated Mining
and Smelting Company, of Cana-
da, whose President, R. Ewart
Stavert, and Vice-President, R. W,
Diamond, are well-known Cana-
dian engineers. )

Important iron-ore discoveries
were made, since the war, in
Northern Quebec, at Steep Rock
in Northern Ontario, and at Sault
Ste Marie.

Canada is also an important
producer of uranium and is now
in the process of increasing plu-
tonium production. .

Canada produces most of the
world’s nickel and is also an im-
portant supplier of copper, lead,
zine, aluminum, and titanium, all
vital materials, particularly in the

been made has greatly facilitated light of the present world crisis.

D.

The mining production has a
value of close to $1,000,000,000.

In the last war, Canada was
largely dependent on the United
States for petroleum. Since then,
however, discoveries in Alberta
have made it possible for Canada
to approach self-sufficiency in oil.

Transportation

Canada has made great strides in
the field of transportation, and has
initiated many developments and
undertaken new projects. These
are, of course, too numerous to
enumerate, but the following are
just a few:

The Government owned Cana-
dian National Railway pioneered
in the application of Diesel motive
power in North America, com~
mencing with Diesel-electric rail-
cars in 1925.- In 1928, the first
road Diesel-electric locomotive
was placed in service in Canada.

The privately owned Canadian
Pacific Railroad has as its Presi-
dent, W. A. Mather, an Honorary
Member of the Engineering In-
stitute of Canada, and as its ex~
ecutive vice-president, Norris Roy
Crump, recently elected an Hon-
orary Member of ASME.

Highway departments have built

up Canada’s existing road sys-

Thia booklt
tlla. you why :
INDUSTRY IS

IN ACTION
IN

Puovinee

Jo B

de

Write today for your free copy of this book. 80 fully illustrated pages give you an idea
of industry, labour, water power, pulp and paper, textiles, chemicals, transportation, mining,
forestry and agriculture in Quebec. For 'your free copy of this book, address: Provincial
Publicity Bureau, Parliament Buildings, Quebec City, Canada; or 50 Rockefeller Plaza,
New York City 20, U. S. A. -
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tems with definitely limited funds,
but have made rapid advances in
the art of road construction. Ex-
amples are the Quebec-Saguenay-
Lake St. John highway, and the
proposed Trans-Canada highway.

In the field of air transporta-
tion, there is, of course, the Avro
Jetliner. 3

In constructing the world’s first
all-aluminum highway bridge
-across the Saguenay River at Ar-
vida, Quebec, Canada, a project
of the Dominion Bridge and Alum-
inum Company of Canada, has
dramatized the present-day trend
toward the replacement of iron
and steel by the lighter metals.

Defense

Turning now to present wdrld
conditions, we find that, today,
defense 'has become the biggest

single business in Canada. This is,

shown in the marked increase in
defense expenditures. The ex-
penditures four years ago were
$194,000,000. This year, Canada
has appropriated $567,000,000 for
its own defense, plus $300,000,000
for mutual aid. In addition, other
Government departments are
spending well over $100,000,000 on
matters related to defense. -
Besides the military plans,
which are now getting fully
underway, however, one can sense

Thursday, June 28, 1951

R. A. Walker, Wood, Gundy & Company, Limited, Ton;nnto; J. H. Christie, R. A. Daly Co.,
Limited, Toronto; W. J. McLelland, Wood, Gundy & Company, Limited, Toronto; Lesslie G. Mills,
Spence & Co., Limited, Toronto; Donald Ross, Wood, Gundy & Company, Limited, Toronto

Canada’s accelerated effort in the
field of production, in general. In~
the space of a relatively few
years, Canada has truly become a
major industrial power.

—_————

GIVE
TO couoUEn
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UNDERWRITERS

Look to the North

... for
INVEST

OPPORTUNITIES

DISTRIBUTORS

MENT

Our Canada-wide Underwriting, Trading and Invest-
ment Services are at your disposal.

NESBITT, THOMSON

& CQMPAN Y, LIMITED ‘
355 St. James Street West, Montreal

BRANCHES IN THE PRINCIPAL CITIES OF CANADA
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Hal Murphy, C cial & Fi
Winnipeg; W.

ial Chr
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Securities Regulation in U. S. as
It Affects Canadian Issues

and officers’, directors’ and 10%
stockholders’ reports of listed se-
curities bought and sold) under
the Securities Exchange Act of
1934. The Corporation Finance
Division is headed by Baldwin
Bane, a man of wide experience
and great helpfulness, who ‘has
held this position for nearly 20
years. Under Mr. Bane there are
various experienced and capable
associate and assistant directors,
each of whom heads a staff group
which includes analysts, account-
ants and lawyers,

As registration statements come
into the Commission, they are
handled by specialists within a
particular staff group. If the is-
suer is a mining or oil company,
‘the Commission has on its staff
expert engineers or geologists in
these fields who review the tech-
nical statements made in the
registration statement, or, in order
to' prepare their memorandum of
deficiencies, they ¢heck with ex-
perts in other governmental de-
partments, such as the Bureau of
Mines or the Bureau of Standards,
comparable registration state-
ments, annual reports, etc.

After the registration statement

" has been in the hands of the staff

«for 10 days to two weeks, the
Commission customarily sends the
issuer a deficiency letter stating
informally the items which the
staff, in its- opinion, believes
should be corrected or expanded
in the registration statement and
prospectus, These deficiencies
are often discussed in person or
-on the telephone between the is-
suer’s accountants and counsel,
and the members of the SEC staff,
and if not dropped or satisfactor-
ily explained, are customarily cor-

rected by the filing of a deficiency

amendment to the registration
statement designed to meet the
criticisms of the staff, This
amendment includes .a 'revised
prospectus. After it is filed, the
1ssuer or its counsel keep in close
contact with the Assistant Di-
rector of the Corporation Finance
Division in charge to be sure that
tne deticiency amendment = has
satisfied the staff’s objections and
to make sure they have no fur-
tner suggestions.

The use of the deficiency letter
and the machinery for correcting
deficiencies is entirely informal
and is not something specifically
based on any law or rules and
regulations. The Act itself pro-
vides for a more formal, adminis-
trative proceeding if it appears to
the Commission that the registra-
tion statement is incomplete or
inaccurate. This consists of per-
sonal service of a notice on the
registrant, followed by a formal
hearing and the issuance,of an
order prior to the effective date
refusing to permit the registration
statement to become effective
until it has been amended in ac-
cordance with the order. As a
practical matter this procedure is
rarely used unless’the Commission
feels that the ‘ssuer has inten-
tionally misstated facts or omitted
material facts.

The Securities Act provides that
a registration statement becomes
effective 20 days after it is filed
and that no offering of securities-
subject to the Act may be made
until the statement has become
effective. Although the Act does

not prevent oral offers to sell once
a registration statement is effec-
tive, any prospectus (a written
offer to sell) transmitted to a
prospective buyer by means of

icle, New York; C. M. Chesney, James Richardson & Sons,
V. Warner, James Richardson & Sons; Saskatoon, Sask.

interstate commerce or the mails
must meet the requirements of the
Act, and the delivery of any se-
curity by an Issuer, underwriter
ur uealer, whether ‘or not he
participates in the offering, for a
year aiter tne otfering must be
accompanied - or followed by a
prospectus meeting tne require-
ments of the Act. Even after one
year, otferings constituting a part
of an original unsold underwriting
must be accompanied by an up-
to-aate prospectus.

By reason of provisions in our
state laws forbidding -insurance
companies to underwrite and the
requirement in our Securities
kixchange Act of 1934 that per-
sons engaged in the business of
underwriting must be registered
as dealers, it is the practice in
the United States, and ‘I under-
stand in Canada, for underwriters
to act largely as distributors of
securities. Normally, they do not
purchase issues for long-term in-
vestment; rather, they purchase
with a view to immediate resale,
and depend for their profit on the
“spread” between the price -which
they pay to the issuer and the
current market price for compar-
able securities at which they hope
to sell, pbarring unforeseen market

"contingencies.

Accordingly, it is impossible, as
a practical matter, for the under-
writers’ purchase price to be paid
the issuer and.the public offering
price to be included in the regis-
tration statement when originally
filed. The market may change a
great deal in 20,days. The prac-
tice is to sign the underwriting
agreement with the issuer on the
day before or two days before the
proposed public offering and file
the final price amendment with
the Commission immediately
thereafter. The price amendment
contains the offering price, the
price to the issuer, the underwrit-
ers’ spread or commission, the
concession, if any, to be allowed
dealers, the reallowances to mem-
bers of the NASD, terms of offer-

ing, conversion rates, if any, and

N
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other data pertinent to price,

yield, etc. In the case of an issue
of bonds or preferred stock, it

also contains the interest or divi-

dend rate, the redemption prices,

the sinking fund prices and re-

quirements and other matters

which have a bearing on price or -
yvield  in ‘the case of serial ma-

turities,

The Securities Act of 1933 per-
mits the Commission, in the case
of an amendment filed with its
consent, to.regard such amend-
ment, if in the public interest, as
having been filed at the time the
original registration statement was
filed. As a practical matter, if

the Commission agrees with the

way the issuer has handled the
deficiency letter, and in the ad-
vance circulation of the so-called

“red herring” prospectus during °

the waiting period when informa-
tion may be circulated to dealers,
but offers to buy or solicitation of
offers to buy may not be made, it
will regard the deficiency amend-
ment and the amendment supply-
ing price data, if otherwise
satisfied, as having been filed
when the original statement was
filed. "
This, it is easy to see, is a very
powerful weapon of the Commis-
sion which may be used to compel

Continued on page 14
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“Securities Regulation in U.S. as It Affects Canadian Issues

issuers to comply with the staff’s
ideas of how material should be
presented in the prospectus, but in
all fairness it has been very rare
" to find a member of the staff or
Commission uncooperative or un-
reasonable and the Commission
itself has the final say.
Furthermore, the Commission
now has authority (since 1940) to
‘accelerate the effective date so

that it may fall within the 20-day

period. ' Thus, registration state-
ments are sometimes made effec-
tive at 12:30 p.m. or 5:00 p.m., on
the 19th day or sooner to assist
the underwriting group in carry-
irllg out its proposed time sched-
ule.

The Commission is more likely
to accede to a request for such
acceleration in the case of a com-
pany which has previously regis-
tered securities under the Securi-

- Keeping up-tojdate
on CANADA ?

You’ll find our monthly Business Review
a great help. It brings you a clear analy-
sis of Canada’s ic develop i
detailed surveys. of industrial and com-
mercial ¢onditions. To receive this regu-
larly, write to any of our Canadian or
U. S. branchés. or our Head Office in
Montreal,

ties Act of 1933 or whose securities
are. listed on a national securities
exchange, and about which, there-
fore, information has previously
been available to the public, than
it is in the case of a new or un-
known company, but there is no
set rule other than consideration
of the public interest.

Scope of Securities Act

In general, the Securities Act
applies to the sale in interstate
or foreign commerce of the United
States or through the aid of the
mails of the United States of any
securities of a private corporation
or of a foreign government or
foreign governmental subdivision.
Thus, it applies to the distribution
of Canadian municipals and other
Canadian government bonds in
the United States. Exempted from
the registration requirements of
this Act are securities issued by
the United States or a political
subdivision or public instrumen-
tality of a state or any national
or state bank in the United States;
certain short-term forms of in-
debtedness, the securities of re-
ligious, educational, charitable

securities of railroads subject to
regulation by the U. S. Interstate
Commerce Commission.

There are also excepted the ex-
change of securities by an issuer
with its existing security holders
exclusively where no commission
or other remuneration is paid for
soliciting such exchange, and the

« sale of securities by an issuer in

the state in which it was organized
and is doing business if no—re-
peat, no—sales or offers for sale
are made to persons residing
outside such state, In cases where
a securities issue involves an
aggregate sales price of less than
$300,000, the issuer may be ex-
empted from registration by the
filing of a form of notification
with the Commission as to what it
intends to do.

In addition to sales by an issu-
ing company itself, the Securities
Act in some cases requires regis-
tration before sales can be made
by controlling persons. Although
the problem of whether control
exists in the case of a particular
person or group is often difficult
to resolve, and presents interesting

questions of law and fact, I shall
not have time today to discuss the

J. E. Coyne, Bank of Canada, Otlawa; Hon. N. E. Tanner,
Minjster of Lands & Forests, Edmonton

which have been made in admin-
istering tnis important phase of
the Act. However, it a controlling
person sells any number of his
shares to someone else, whether or
not the buyer is a person regu-
larly dealing in securities, and the
buyer buys with a view to distri-
bution ratner than long-term in-
vestment, then the transaction is
regarded the same as if the issuer
had publicly offered the securities.
This is handled in the statute by
defining the term ‘“‘underwriter”
as a person who has purchased
from an issuer with a view to
distribution, with the refinement
that, as.used in such definition,
the term “issuer” includes a con-
trolling person. Thus, a buyer
from such a person may be an
“underwriter” as defined in the
Act, and may not be able to resell
to the public unless there is a
registration statement in effect.
The Securities Act of 1933, in
addition to exempting certain se-
curities, provides that it does.not
apply to sales by certain persons,
namely, persons other than the
issuer, or an underwriter (defined
as discussed above), or a dealer
(selling more than one year after
the date upon which the security
was first offered to the public by
the issuer by an underwriter un-
less the dealer is selling securities
constituting part of an unsold
allotment to such dealer as a par-
-ticipant in the original distribu-

and like organizations, and the numerous opinions and decisions

‘tion. by the issuer or by an under-
writer).

Also excepted are sales by an .
issuer not involving a public of- -
fering. This is the category in
which so-called “private  place-
ments” fall,

In general, the SEC has used
as a rule of thumb the figure of 25
persons or institutions buying for
investment indetermining whether
or not a public offering requiring
registration takes place, but the
figure may be increased if all of
the buyers are institutional type
investors or if they are officers or
employees of the issuer. If you
offer t6 more than say 25 (regard-
less of how many you may sell
to), it may be a public offering
requiring registration; if you offer
to less than 28 persons really
buying for long-term investment
and they-have the funds and cus-
tomarily buy for investment, it is
probably a private placement and
no registration is necessary. An
immediate reoffering, if the mar-
ket/ should increase, might cause
trouble if the bona fide character

~“of the investment could not be
“|]  established. The °figure 25 has
been increased in cases where the
offerees were special types of in-
vestors such as institutions, banks,
officers and directors of the issuer,
investing firms, ete., but prior to
deciding whether any particular
proposed- offering to more or less
than 25 persons involves or does
not involve a public offering, one
must sift most carefully and con-
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sider all the facts mvolved espe-
cially beneticial ownershxp trusts,
options and holdings in tne same
family or officer-director group.
In considering both questions of
control and questions of private
placement, it is possible for the
1ssuer or-its counsel to set forth
the pertinent and relevant facts in

"a letter to the Commission or its $Y

general counsel and secure a re-
turn letter from the Commission’s
general counsel to the effect that
he does not disagree with the con-
clusions expressed by the issuer or
its counsel, or, in some cases, that
while he refuses to express any
opinion on the conclusions reached,
or in fact disagrees with such con-
clusions, the Commission never-
theless has authorized him to state
that it will not be inclined to take
any proceedings-if the transaction
is carried out as outlined. While
these return letters do not neces-

sarily bar subsequent action by

the SEC or purchasers, I have
never known of a case where any
such subsequent action was taken
by the Commission when the facts
were correctly stated and the
transaction as outlined was fol-
lowed. Omissions to state mate-
rial facts may cause trouble and,
in fact, such rulings are valid only
to the extent the facts are accu-
rate and complete,

Liabilities Under Securities Act

Next, I should like to mention
the = liabilities imposed - by the
Securities Act of 1933, If there is
an untrue statement of a material
fact in the registration statement,
or the omission to state a material
fact required to be stated to make
the statements therein not mis-
leading, any person acquiring the
securities, whether or not he re-
lied on such fact, may sue to
recover damages based on his
losses from buying the security.
The plaintiff need not tie his loss
to the particular misstatement or
omissipn in the registration state-
ment, but if the defendant proves
that any of the damages resulted
from factors other than the mis-
statement, he can reduce the dam-
ages accordingly. The persons
who may thus be sued under the
Act for misstatements or omis-
sions include each person who
signed the registration statement
(the directors and certain officers
of the issuer), each director of the
issuer, each expert (such as ac-
countants, engineers or apprais-
ers) who has been named in the

still be liable in actions brought
under Section 12 by someone who
purchased from him. This is the
prime reason, plus the saving of
transfer taxes and the avoidance
of undue limitations on capital,
for the severalty of American
underwriting agreements, = The
liability of others, except the is-
uer, contains additional limita-
tions, but in general it may be

‘said that the liabilities imposed

are very large and very difficult
to protect oneself against except
by the exercise of the utmost
diligence in the preparation of the
registration statement and pros-
pectus.

In addition to the above liabili-
ties, any person who sells a
security without delivering a
prospectus, or who uses interstate
commerce or the mails to transmit
a prospectus which fails to com-
ply with the Act, or any person
who sells a security by/means of a
prospectus or oral communication
which includes an untrue state-
ment of a material fact or which
omits a material fact necessary to
make the statements therein not
misleading, and who fails to sus-
tain the burden of proving that he
did not know and in the exercise
of reasonable care could not have
known of such untruth or omis-
sion, is liable to the person pur-
chasmg the security either to
refund his money or to compen-
sate him for his damages.

Any of the actions mentioned
above must be brought within one
year of the discovery of the un-
truth or omission or after such
discovery would have been made

by the exercise of reasonable dili-
gence; and in no event can an
action be brought more than three
years after the security was bona
fide first offered to the public. In

the ‘case of the liability of any
person under Section 12(a) for
selling a security by means of a
false prospectus, such action must
be brought within one year of the
sale. An issuer can shift the
burden of proof with respect to
actions under Section 11 by mak-
ing generally available to. its
security holders an earnings state-
ment covering a period of at least
12 months beginning after the ef-
fective date - of the registration
statement. Thus, under Section 11
of the Act, persons who sign the
registration statement, directors,
accountants, engineers and other
experts, and underwriters, can-
not be held after such an earn-
ings statement has been. made
available unless the plaintiff can
prove that in acquiring the securi-
ty he relied upon the untrue state-
ment, in the registration  state-
ment, or that he relied- upon the
reglstratxon statement without
knowing of an omission therein,
The plaintiff ‘can establish such
reliance, however, without prov-
ing that he read the registration
statement. This means, in effect,
that instead of the burden bemg
on the defendant to prove that
the plaintiff knew of the untruth
before defendant can establish a
good defense, defendant has a
good defense unless plaintiff
proves that he relied on the un-
true fact or on the registration
statement without knowing ‘that
an untrue fact had been omitted.
To take advantage of this shift in
the burden of proof, underwriters
require that underwriting agree-
ments provide that the issuer will

furnish such an earnings state-
ment to its stockholders not
sooner than 15 or 16 months after
the effective date of the regis-
tration statement.

We Maintain
American Markets in

Canadian Qil, Mining
Public Utility & Industrial
Stocks & Bonds

Sales of Securities of Canadian
Companies

I should now like to speak
briefly on the application of the
Act to the sale in the United
States of securities of a Canadian
company,

All of you probably know that
the sale of stock of certain Cana-
dian mining companies (generally
of a rather speculative character)
is being carried on by mailing
literature directly from -cities in
Canada to prospective purchasers
in the United States and asking

Alan S. Gordon, Royal Securities Corporation, Ltd., Montreal; Ross Wilson, A. E. Ames & Co.,

Limited, Vancouver; Bill Spragge, Ames & Co., Limited, Toronto

them to pay by the remittance of
the purchase price to the office in
Canada.

There is no direct solicitation in
the United States. How do the
United States statutes apply? One
of the favorite cases of professors
in Conflicts of Law is about a
man standing entirely in Canada
and- shooting a man across the
border, Has he committed the
murder across the border when
he has never been there? As this

Continued on page 17
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statement as having prepared or
certified-a part of it and such part
contains the misstatement or
omission upon which the action
is -based, and each underwriter
regardless of whether he sold the
plaintiff his particular security.
The aggregate liability of a par-
ticular underwriter for damages
under Section 11 is limited to the
total price at which the securities
underwritten by him were offered
to the public, although he may
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Mutual Funds—Their
- Growth in Canada

cial and financial corporations and

_insurance companies. The invest-
ments of shareholders range all
the way from very modest
amounts to a quarter of a million
dollars, and more.

Such a diversity of investor in-
terest in mutual funds is, of
course, quite normal and logical.
A cornerstone principle of all mu-~

tual funds is broad diversification.
And diversification is an acknowl-
edged cardinal principle for suc-
cessful investing needed by all in-
vestors.

Then too, there is the problem
of intelligent selection of a broad
list of individual securities to pro-
vide diversification, and the even
greater problem of constant su-
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pervision after purchase. This ‘is
a complicated world in which sud-
den and far reaching develop-
ments affecting investment values
are in seemingly endless occur-
rence and frequently in conflict.
More and more thousands of in-
vesiors obviously are reaching the
conclusion that mutual funds of-
fer better opportunity for a sat-
isfactory investment experience in
the field of equity securities than
they can provide for themselves,
to say nothing of the convenience,
time saving, and freedom from
constant worry which they afford.

Not only are many more thou-
sands of investors becoming mu-
tual fund shareholders, perhaps
their greatest testimonial is the
fact that so very many of their
shareholders make repeat pur-
chases. Some funds report as many
as fifteen to twenty separate pur-
chases by a single investor.

Cost
Shares of mutual funds are sold
to the public at their asset values
plus fees ranging from 7% to 9%
of the public offering price. This
“fee” or “acquisition cost” covers

" the round trip buying and selling

cost to the investor. It is neces-
sary to cover underwriting and
selling costs of the underwriter
and dealer or broker and to pro-
vide fair profit. A thoughtful pur-
chaser usually concludes that the
mere arithmetic of the situation
justifies his purchase. It may rea-
sonably be said that the cost is
more apparent than real as com-
pared to the alternative of buying
and immediately reselling a group
of individual stocks on stock ex-
changes. There are spreads be-

tween bids.and asks on an ex-
change, plus necessary broker’s
commissions both for buying and

Benson L, Coyne,

. Thursday, June 28, 1951

Deacon Findley Coyne Limited, Toronto; J. R. Findley, Deacon Findley
Coyne Limited, Toronto; H. T. Burgess, Charles H. Burgess & Company, Toronto;

Edward M. Saunders, Saunders, King Limited, Toronto

selling, as well as probable mar-
ket price penalty resulting from
the pressure of one’s own buying
and selling in competition with
others, especially in large dollar
amounts, Such transactions could
be as costly as to purchase an
equivalent dollar amount of shares
of a mutual fund and immedi-
ately resell them. This is not even

to mention the advantages that,

the investment company offers by
way of supervision of holdings,
convenience'of owning one secur-
ity instead of many; and, espe-
cially to the wealthy, a much less
complicated situation as related to
death duties.

A purchaser may buy all of the
shares of a mutual fund he wishes
at the public offering price on any
day without affecting the price he

pays for it. Likewise he may dis—

pose of his holdings through the
redemption feature provided by
the Fund with little or no effect
on the price he receives for it in
most cases. The redemption fea-
ture of a mutual fund is not magic,
it cannot provide a market for
the shares at prices higher than
the value of the underlying. se-
curities:if the general market has
declined. However, it does pro-
vide for effective and prompt
marketability which is a highly
important consideration for any

investment. 4
Inflation

Second only to the "terrors of
armed conflict, probably the most
serious problem of the day to
most people is.inflation.

For several generations prior to
World War II, people in Canada
and the United ‘States gave little
or no thought to pronounced or
long-lasting inflation. To save
money or equivalent was to ef-
fectively save purchasing power
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for later use when required. In-
flation was the bogey that hap-
pened in other places from time
to' time, but it couldn’t happen

here. True, we had some import-
ant inflation during World War
I, but most of it was cancelled out
by deflation in the immediate
postwar years. When serious price
inflation again developed during
World War II, it was widely be-
lieved that most of it too would
be cancelled out shortly after the
war ended.

Unfortunately such was not the
case., Five years later, not only
had the price level not declined
from the end of World War II,
it ‘had risen materially, and then
spiralled further after the out-
break of the war in Korea. Where
we go from here nobody knows,
but the prospects are not reassur-
ing,

Now this unfortunate problem
is nobody’s fault in particular ex-
cept that of our enemies who have,
forced war and threats of war
upon us. It is an almost.inevitable
result of unavoidable participa-
tion in large scale war and de-
fense effort.

This situation has shattered
even that mosf conservative con-
cept of investment, that to hold
only cash or highest grade fixed
income securities, was about the
only way to avoid serious loss.
Not only has income from such a
policy been very low but sub-
stantial losses of both income and
capital have occurred over the
last ten years or more through de-

clines in purchasing power, -
This has been distressing to

many of the traditionally - most
conservative investors — individ-
uals and organizations alike, those
not seeking profit but only secur- °
ity—who are largely dependent
upon investment income and ac-
cumulated savings. ’
Many such investors have
turned to mutual funds. Not be-
cause they afford any guarantee
of protection against inflation, but
because their large holdings of
common stocks afford at least an
opportunity of such protection.
Records of Canadian mutual
funds, while varied, show that .
over a period of years they have
partially or completely offset the
rise in the cost of living both
through increased dividend ' pay-

Ernest A. Webb
sl TORONTO 1

ments and appreciation in the
value of their shares.
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Securities Regulation in U. S. as

e

mail soscitation resuits in a sale
tarougn tae use oI interstate or
tforeign commerce as daerineq 1n
uie decurities Act, it 1s a vioiation
oI tne Act if done witnout a regis-
trauon stateiment, unless otherwise
exempt.

1t 1s also deemed by some of our
states 10 violate their Blue dKy
1aws. As a praciical marvter, it 1s,
of course, extremely difticult for
ine Commission or ine dtate Blue
DKy autuorities or purchasers to
ao anything about - acuvitles of
tnis kind uniess they can 1ind the
seller in the Unitea States or at-
1acn assets belonging to him in the
united States. United States
courts have no jurisdiction over
tne 1ssuer or the underwriters
wno have no office or salesmen in
tne United States and no attempt,
so tar as I am aware, has ever
been made to enforce the Securi-
ties Act of 1933 in tne Canadian
courts altnougn there have been
many conversations between our
securities and Exchange Commis-
sion and various Provincial ofti-
cials on this matter. Recently,

“the Hon. O. E. Lennox, Chairman
of the Ontario Securities Com-
mission, stated that all persons,
either Canadian or American, who
purchase stocks in Ontario have
every opportunity to avail them-
selves of Canadian law if they feel
they have been defrauded.

Although some Canadian so-
licitors have expressed the view
that Canadian courts might well
enforce civil liabilities created by
the Act, these activities must for
thé most part be controlled by
.Canada itself, and by the pressure
resulting from subsequent inabil-~
ity on the part of such an issuer
actually to carry out an offering
in the United States. What I have
in mind is the possibility of a
subsequent refusal of the SEC to
accelerate effectiveness of the
registration statement of such an
issuer under the Securities Act if
the issuer refusing to recognize
the civil liabilities should later
desire to sell an issue of securities
in the United States through
Américan underwritters.

Once it is decided by a Cana-
dian issuer to offer its securities
in the United States, it is clear
(unless one of the exceptions pre-
viously mentioned should exist)
that registration under the Se-
curities Act is required.

If securities are completely
offered on original issue in Can-
ada and the facilities of U. S.
interstate or foreign commerce or
the mails are not used at all, a

bona fide purchaser of the securi-

It Affects Canadian Issues

ties not.connected with th:,) orig-
inal distribution and not in control
of the issuer may bring them in
the United States and sell them
without registration. Or a pur-
chaser in the United States may
purchase outstanding securities in
Canada with respect to which the
original distribution is complete
and bring them into the United
States and sell them without reg-
istration,

One must be very careful not to
engage in rinkydink, and monkey
business along these lines may
well lead to trouble,

Problems sometimes arise as to
the authority of United States

‘underwriting firms to form under-

writing groups which include
Canadian firms, and the right to
permit Canadian dealers to take
part in a distribution along with
American dealers.

Under Section 15 of the Se-
curities Exchange Act of 1934, no
broker or dealer can use the mails
or interstate commerce to.induce
the sale of a security—except on
a national stock exchange—unless
he is registered as a broker or
dealer under that Act. As a re-
sult, participation by mnon-regis-
tered Canadian underwriting
houses with American firms, in
so far as sales in the United States
are concerned, is prohibited. Thus,
if they are - underwriters with
American firms, Canadian firms
theoretically, at least, cannot par-

ticipate in sales in the United

Andrew S. Beaubi

States to institutions for account
of the several underwriters. They
can, of course, sell their share of
an underwriting commitment en-
tirely in Canada.

The rules of the National Asso-
ciation of Securities Dealers, Inc.,
in the United States, organized
pursuant to Section 15A of the
Securities Exchange Act of 1934,
whose rules must be approved by
the SEC, do not permit members
to join with non-members in an
underwriting group or give con-
cessions to non-members except
on the same basis as they deal
with the public. There is no pro-

hibition, however, on the forma--

tion of an underwriting group or
dealer group which includes
underwriters or dealers resident
outside the United States who are
ineligible.  for membership in the
NASD provided each such non-
member agrees that in making
sales to United States purchasers
of securities acquired at a conces-
sion he will conform to the NASD
rules as though he were an
NASD member. However, under
the statute it would seem that
Canadian firms which are not
registered ‘under the Securities
Exchange Act of 1934 or which do
not have American subsidiaries so
registered, can become members
of United States dealer accounts
only.so long as their selling ac-
tivities are confined to Canada.
Suppose that a Canadian under-
writer desires to carry out a pub-
lic offering of a United States or
Canadian issuer entirely in Can-
ada without the use of U. S.
interstate or foreign commerce or
the mails (which would, assuming
no mail is sent across the border
and no messages or securities are
delivered across the border,

not in itself be subject to the

CANADA
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Securities Act) and at the same
time the issuer desires te ffer
another portion of the same secur-
ity to a limited number of insti-
tutional investors in the United
States each buying for investment.

Would the fact that a public
offering is simultaneously carried
out entirely in Canada mean that
the sales in the United States are

& Co., Ltd., Montreal; Stan Nixon, Dominion Securities Corp.
ns, McLeod, Young, Weir & Company, Limited, Montreal

to be deemed part of the public
offering, thereby requiring regis-
tration under the Securities Act
as' a necessary precé'dént to the
United States sales?

The Commission says “yes,” and
under the literal wording of the
Act, I believe this is right. Sec-

Continued on page 18
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Continued from page 17 ‘

Securities Regulation in U. $. as
It Affects Canadian Issues

tion 4 of the Act does not put any
geographical connotation on )the
term “public offering.” -There-
fore, if there is a public offering
of the same security anywhere in
the world as a part of the overall
offering, the limited offering to
institutional investors in the
United States might be regarded
as a part of the overall public
offering, with a resulting require=
ment of registration before they
can be made.

An eptirely different case is
presentéd if the securities of the
sam
- to private institutions for invest-
ment in the United States, are of
a different type or class.

For example, we have obtained
a ruling from the SEC that regis-
tration under the Act was not
required in the case of a private
placement of convertible deben-
tures (issued by a Delaware
corporation) where the interest
rate,” maturity and sinking fund
differed from a simultaneous pub-
lic offering in Canada by the same
issuer of Canadian dollar deben-
tures convertible into the same
number of shares (the conversion
rate actually being slightly differ-

ent because of the non-parity of

the €Canmadian and American

dollar).

ssuer, sold simultaneously

By like reasoning, an issuer
could ‘probably place preferred
stock privately with -a limited
number .of institutional type in-
vestors in the United States
without registration under the
Securities Act at the same time
underwriters were carrying out a
public offering of the issuer’s
common entirely in Canada.

When these deals are set up,
the Canadian underwriters and
issuers attempt to protect them-
selves from any of the Canadian
offering reaching the United
States by covenants in the under-
writing agreement to the effect
that none of the securities will be
offered in or to any residents of
the United States, and that the
underwriters will obtain like
agreements from members of the
dealers participating in the offer-
ing.

Likewise, the- offering  circular
often contains a hedge to the
effect that the securities are being
offered exclusively in - Canada.
Strict adherence to these cove-
nants in good faith and careful
selection of participating under-
writers and dealers is essential to
assure that there is no violation
of the Securities Act. Failure to
observe these requirements might

require the adding of the limited

(f
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number of offerings in the United
States for investment, to the pub-
lic offering in Canada, so that the
sales in the United States would
be deemed part of the: public
offering, and not therefore exempt
as private placements.

Note that under Section 4 of the
Securities Act, as I have men-
tioned before, transactions by any
dealer on registered security are
not exempt from the requirement
that a registration statement be in
effect and a prospectus complying
with the Act be used, until the
passage of a full year after the
public offering.

If construed literally, should a
public offering be carried on en-
tirely in Canada, the Act might
preclude sales of the security by
dealers in the United States for a
full year after.the initial Cana-
dian-offering, but the Commission
has ruled that where the public
offering is itself not covered by
the Act (i.e., solely in Canada, or
in a principal amount less than
$300,000) the one-year period
normally applicable to dealers on
transactions in the United States
is not considered to apply. It is
extremely  difficult, however, -to
determine whether the - United
States dealer is or is not acting as
part of the. original distribution
organization. If he is, he is mak-
ing an illegal public offering in
the United States and this would
apply to brokerage transactions
for purchasers, unless completely
unsolicited, as well as to principal
transactions. Suppose an offering
entirely in Canada—a Canadian
investor buys the securities and
they are delivered and paid for in
Canada—then suppose he tele-
phones, an American broker to
sell the securities for his account
in the United States, the broker-
age transaction being unsolicited,
while the American broker might
not violate the law in an isolated
transaction, if it took a part in
successive and repeated transac-
‘tion§ of this type, obviously dis-
tribution has not been completed

in Canada and he may be held to_

Burns,

Limited, Vancouver;
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A. H. Cater, Western City Company, Ltd., Vancouver; George D. Sherwood, McMahon and
G. E. A. McCain, G. E. Leslie & Co., Montreal; )

John A. McMahon, McMahon and Burns, Limited, Vancouver

be participating in the original
distribution in the United States,
without registration, He had bet-
ter watch his step.

Therefore, as a practical matter,
assuming no registration in the
United States, American dealers
should not purchase securities
from Canadian underwriters for
resale in the United States nor
act as brokers for American buy-
ers, unless the syndicate account
has been really terminated and
the distribution .in Canada has
really been completed. Whether
and when distribution is ‘com-
pleted is frequently a difficult
question of fact, but common
sense and not casuistry will help.

In the working out of the regis-
tration statements for Canadian
Government, provinces and .mu-
nicipalities and in the presenta-
tion of the entire overall economic
picture of Canada and its balance
of payments, the Commission has
been most cooperative, helpful
and understanding to our prob-
lems as have all the Dominion
officials at Ottawa; and great
thanks are due your splendid pub-
lic officials such .as Graham
Powers, Governor of the Bank of
Canada; Hon, Douglas: Charles
Abbott, K.C., Minister of Finance,
and Dr. W. C. Clark, Deputy
Minister of Finance, to mention
only a few.

Over the years we have been
able with the help of the staffs of
the American underwriters, who
know the pertinent economic in-
formation large buyers of securi-
ties will want, to work out data
satisfactory to our Commission.

I feel sure this attitude of com-
plete cooperation upon the part of
your and our officials will con-
tinue, and if you are ever in doubt
I am sure the SEC will be most
willing to help you.

In adopting legislation people
make a great mistake if they
assume a law which will work in
one country will necessarily work
in another. You must study the
banking and currency systems,
insurance laws, pension systems,
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restrictions on finvestments, in-
vestment habits and methods of
security distribution. . The system
of underwriting in England is
very much misunderstood in our.
country and it would work well
only in a country having the
financial facilities and habits
which England has. If under-
writing is to be confined to the
securities of well-established com-
panies, then new industries may
not develop, cartels may thrive
and a new and relatively undevel-
oped country would have to turn
to other forms of capital.

Continued from page 6

Alherta: Its
Booming
OilIndustry

of an oil pipe line being built to
the West Coast, and it looks as
though such a pipe line will be -
undertaken some time during the
next year or two; in fact, engi-
neering. studies are being con-
tinued and possible routes are un-
der consideration. This will give
us another outlet for the poten-
tial not now being produced, plus
the oil which will be made avail-
able as a result of comtinued ex-
ploration and drilling.’;

From the above figures it is
quite evident that keen interest
is being shown in the oil develop-
ment here in the Province of Al-
berta.

Revenue collected by the Prov-
ince from the oil industry during
the year 1950-51 amounted to $44
million; of this $5.2 million was
received from royalty, $9.7 mil-
lion from rentals, and $29 million
from the sale of leases; of course
these figures are all in round
numbars.

Besides the revenue which the
Province receives as a result of
the oil development, there are
many other benefits to the coun-
try and to individual citizens. If
Canada were able to produce all
of its oil requirements, it would
result in greatly reducing the
present debt in the U. S. dollar
area; in fact, it should place Can-
ada in a much more favorable
position, and I might say here,
without prognosticating, or in any
way trying to predict the future,
that if development were carried
on at the same accelerated rate
during the next five years, as it
has been during the past three
years, Canada should be able to
produce sufficient oil to meet its
petroleum requirements from her
own production.

It may not be generally known
that in Western Canada we have
the northern portion of one of
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the greatest sedimentary basins
known, or what remains of it. The
area extends for 1,800 miles from
the International Boundary to the
Arctic Ocean, and from the Pre-
Cambrian - shield on the East to
the Rocky Mountains on the West;
though this cannot and will not
be productive throughout the
area, it does offer the greatest
unexplored area on the continent
today.
. Another benefit which  results
from the development of the oil
industry is that many associated
and ancillary industries, such as
supply house, repair . facilities,
.ete., always follow development,
and too, here in Alberta today we
have petro-chemical = industries
being started, where the gas will
be used for raw materials as well
as fuel. . = G

Some of the people of the Prcv-
ince maintain that they receive no
benefits from the oil develop-
ment; I might point out that in
the price of gasoline alone there
is a great saving to the average
citizen. In 1947 the price of gaso-.
‘line in Alberta was 30% ~above
the average price of five cities
across Canada, while in 1951 the
price of gasoline is 8% % below
the average price in the.same
cities. This results in a saving to
the consumers of Alberta of ap-
proximately $15 million per year,
and on a: per capita basis it
amounts to $17. The greatest ben-
efit, however, which could accrue,
would be for Canada to be in a
position where she would be a}ble
to produce all of her oil require-
ments and thereby be less de-
pendent on other countries for the
supply of such an essential prod-
uct.

What Is Done With the Money

I have outlined very briefly
some of the progress that has been
made in the oil industry, particg-
larly in the development here in
the Province, and also some of
the benefits which accrue. The
question has been asked as to just
what the Province does with the
" oil dollar, or the moneys received
from the oil development, - You all
know that oil production results
in the depletion of a capital asset,
and the Government takes: the
stand that - the moneys derived
- from this source should be used
‘ to build up other capital assets.
" The'money is used for such things

as: the building of good_pubhc
buildings, university buildings,
roads, the payment of debt, and
other capital investments.
- The Government has followed
consistently a policy which has
been designed to assure the or-
. derly development of ' Alberta’s

oil resources in the best interests
of the people of the Province and
of Canada as a whole. It embodies

" five major points to which the
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Government is committed. Though
they have been repeated many
times, and have appeared in dif-
ferent articles, I should like to
repeat them: g

(1) Take all the steps neces-
sary to encourage orderiy devel-
opment for .the ever-increasing
demand for petroleum products,
and to make Canada less depend-
ent on other countries for these
essential products.

(2) Insist that all development
is carried on according to the best
known  engineering practices,
thereby preventing waste and as-
suring' the greatest ‘ultimate re-

covery.:

(3) Establish prospecting and
leasing regulations designed to ef-
fectively prevent monopoly and
encourage -individual ‘enterprise.

_Only by the existence of whole-

some rivalry, where free and com-
petitive enterprise is carried on,
can we expect to, get the most
active development.

'ﬂ&.for the people of the
Province’ as a“whole a fair share
of the returns resulting from the
production of oil.

(5) Assure the owner of surface
rights fair treatment and full and
proper compensation for any loss,
damage and inconvenience. -

The Question of Royalties

There is a small minority in Can-
ada who feel that the government
should undertake the enormous
task of doing the prospecting and
drilling itself, and there are also
countries throughout the world,
as you know, which have heen
seen fit to nationalize the oil in-
dustry. This is diametrically op-
posed to the plan adopted.by the
Alberta Government, We are de-
termined to carry on with the pol-

icy of individual enterprise, where
the companies are required to take
all the risk in the search_for oil,
with the understanding that they
will get a good run for their

‘money, and all receive fair treat-

ment, If the risk capital which is
necessary in the oil development
does not feel that it is getting a
good run for its money, or stand
to ‘make a fair profit if successful
in finding oil, it will not continue
to be available for that purpose.
On the other hand, it is essential
that the interests of the people be
protected and that.they get a fair
share of the returns resulting from
the development. .

Here I should like to ‘make a
brief explanation of the increase
in royalty which took place last
week. As I mentioned previously,
in order to encourage "develop-
ment, the government saw fit in
1941 to make its regulations such
as to give the companies a real
opportunity to come in and search
for oil, with the understanding
that they would be able to lease
fairly large tracts of land and that
the royalty would be on a grad-
uated scale from 5% to 15%. This
royalty rate was set as of June 1,
1941, and was to be in effect for
a period of ten years. The result
was that the industry paid just
less than 10% average royalty,
which was very helpful to the in-
dustry during the early stages of
development. ‘On' June 1, 1951,
the royalty was set at 1214% on a
daily production of from 50 to 60
barrels, with a graduated reduc-
tion to a minium of 5% on 20 par-
rel production and under, and a
graduated increase from 60 barrels
to 135 barrels, reaching a ‘maxi-

mum of 1623 %. This will result in

an average of between 13 and
14%, if our calculations are cor-
rect.

The result is that those who are
producing - less than 50 barrels
have some advantage or conces-
sion, while those who are produc-
ing more than 60 barrels pay more
than 1214 %, while in flush pro-

duction, to offset any reduction
that. might be given when the
wells are producing less than 50
barrels, and when: they are prob-
ably in need of some concession.
This present schedule is effective
until June 1, 1961, and from then
until changed by the government.

P. Remsden Onderdonk, McLeod, Young, Weir & Company, Limited, Hamilton, Ont.; D. S. Beatty,
Burns Bros. & Denton, Limited, Toronto; P. Barry German, Greenshields & Co., Ottawa

. Under the program which we
are following,  the  Government
spends no money, takes no risk
and shares in the production when
oil is discovered.

I am pleased to be able to re-
port that we have a very com-
petent Conservation Board, which
is given the responsibility of see-
ing that all drilling and produc-

tion is done according to the best
known engineering practices, and
to see that there is no undue
waste in the production of petro-
leum and natural gas. The Board
is recognized by all in the indus-

Continued on page 20
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Alberta: Its Booming
i g 0il Industry

try as being one of the most ef-
ficient and carrying on one of the
best conservation programs on the
American continent.

Will Canada Export Oil?
Owing to the fact that so much
interest is being shown through-
out - the Province—and
throughout® Canada and ‘north-
western - United  States — on the
question of gas export, I thought

I should like to discuss this ques-"

tion briefly for a’'few minutes to-
day, .in an endeavor to answer
some of the questions which have
been raised since the gas report
has been made public.

As you all know, the Petroleum
and Natural Gas Conservation
Board was asked to inquire into
the proven reserves of deliverable
natural gas in this Province, and
to inquire into the needs of the
Province for domestic and indus-
trial use; also, to advise the Prov-
ince as to whether or not there
was a surplus of gas available for
sale outside the Province. As a
result of the hearing it was found
that Alberta’s present established
gas reserves are approximately
equal to the amount of gas the
Board estimated it was necessary
to insure the present and future
requirements. of this Province, and

in fact-

accordingly . recommended that
these reserves should be further
increased before the export of
gas is approved. On the other
hand, the Board concluded that
as quickly as adequate additional
reserves were established, it
would be in the best interests of
the people of Alberta to make
surplus gas available for sale out-
side of the Province,

The Government concurs fully
with the Board’s. conclusions, be-
lieving that it would result in the
encouragement _to develop the
petroleum and natural gas re-
serves, as well as to make it pos-
sible to produce fields which
otherwise would not be produced,
and, - therefore, encourage and

-make possible greater and more

rapid industrial - development
within:Alberta. The Pincher Creek
field is a good. example of this
condition. ‘It is a condensate of
wet gas field, and has the largest
known gas reserves in the Prov-
ince today; the producing zone is
at a depth of approximately 12,-
000 feet and it is estimated that
some one and a’quarter trillion
feet of marketable pipe line gas
will be recovered from'the field.
The high capital expenditures in-
volved in the drilling of wells in
that field, and building the nec-
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essary processing .plants,” would
require a minimum of about 100
million cubic feet per day, wiih
an 80%. load factor, if the result-
ing products, including the resi-
due dry gas, are to be produced
at a price which would be attrac-
tive to the prospective consumer.
For every 100 million cubic feet
of residue gas -produced, over- 3,-
000 batrels of natural gasoline,

700 barrels of butane and 550 bar-

rels of propane would also' be
recovered, together with some 430
tons of sulphur, which is so badly
needed throughout ‘the world.

The reason the field is not being
produced today is that there is no
market for the residue gas, and
you can see what it would mean
to the Province, and Canada, if
the field were producing. -An-
other advantage is that it would
make it possible for some of our
communities in the Province to
get gas which otherwise would be
deprived of it for years and years
to come. ‘It is also evident that
the expansion of the oil and gas
industry would result in building
up associated and ancillary jadus-
tries, and result in'a continued
acceleration of our population
growth. Since the report was
made public there has been a
greatly accelerated search for gas,
while heretofore the gas reserves
which had been established were
almost “entirely incidental to the

search for and production of oil.-

As a Government we are deter-
mined to follow a policy in the
development of our natural re-
sources, which, to the best of our
ability, will prove to be in the
best interests of the people of the
Province and of Canada, as a
whole, and to follow out a good
sound conservation program which
prevent ‘any = unnecessary
waste, and will give the greatest
benefit to the greatest number of
people, over the longest period of
time.

Continued from page 8

Quebec’s Industry and
Labor Progress

down to Baie Comeau, on the north
shore of the St. Lawrence, made
Quebec the pulp capital of the
world.

Preeminent Position in Mining
and Minerals

The position of Quebec in the
field of mining and minerals is
preeminent, One-quarter of the
world’s aluminum is produced by
the Aluminum Company of Can-
ada “at its smelter at Arvida.
Deep-water transportation and
unlimited = power - attracted the
aluminum refining industry to the
Saguenay Valley. Freighters carry
bauxite ore from South. America
to Port Alfred on the Saguenay,
near Chicoutimi, 600 miles from
the Atlantic.” From the same port
hundreds of ships transport over-
seas cargoes of abrasives, alumina,
aluminum ingots, aluminum fluor-
ide, fluorspar, magnesium, news-
print and sulphite wood pulp. The
area is connected with the other
parts of the Province by water,
railways, excellent highways and
airlines. A

Asbéstos production, centered
around Thetford Mines and As-
bestos (with more prospecting go-
ing on in the eastern townships)
makes a major contribution to

"Quebec’s economy.

Gold mining in western Quebec
is of the utmost importance. The
production is approaching a mil-
lion ounces each year. A major
development program . is under
way and a considerable influx of
people is in progress. In 1949, pro-
duction . of precious' and bare
metals reached an all-time high.
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Prospecting is intense along a
very promising mineral belt north
of the transcontinental liné of the
Canadian National Railways.

Also, -in 1949, the Chibougami
district, roughly 200 miles north-
east of Lake St. John, was opened
for developments through con-
struction of a road which links the
new copper-gold fields with the
rest of the Province. In the same
year work progressed on a large
ilmenite deposit located: on the
north shore of the St. Lawrence.
Electric- smelters are located at
Sorel, on the south shore below
Montreal, and there the precious
titanium will be separated from
the iron content of the ore. This
new titanium industry in Quebec
is indicative of an important trend
in the Province’s industrial econ-
omy—the processing in Quebec of
raw materials produced by Que-
bec. ‘Meanwhile there has. been
development of the new Quebec
iron ore field, with more -than
300,000,000 tons proven, located in
the northern hinterland of the
lower St. Lawrence, This field is
expected to feed Canadian, Amer= "
ican and British smelters for gen-
erations to come and is one of the
world’s great mineral “finds” of
this century.

Commercial Fisheries

The economic treasure of the
Province, however, is not con-
fined to land. Commercial fish-
eries, both ocean and lake, con-
tribute handsomely to ' annual
revenue. - Descendants-- of hardy
pioneers from Brittany and Nor-
mandy who settled 400 years ago,
still fish-waters around the Gaspe
Peninsula; they place upon North
America’s tables some of the finest
of salmon, lobster, cod, mackerel,
herring, flounder, etc. Northern
lakes  produce quantities of rich
trout which is highly regarded
throughout the northern United
States. : .

Quebec fishing industry is a
mixture of tradition and modern=
ism. Sixteenth century customs
blend with 20th century gear and
equipment. The Gaspe fleets in-
clude the latest in refrigerated
vessels, while ashore are refriger-

ator warehouse trucks and rail-
road cars to insure thatGaspe .
fish goes to. market in perfect con-
dition. More than that, biological,
stations and institutes are hard at

- work constantly increasipg_.their

assistance to the industry. .
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Canada’s New Oil Resources

recent discoveries are largely in
the Upper Devonian formations,
and interestingly enough it is
these same formations which are
overlain by the famous tar sands
along the Athabaska River.

The combined market 1nd1cated
this. year for prairie crude — in-
cluding the movement to Ontario,
to the prairie refineries served hy
the pipe line plus the prairie re-
fineries not served by the pipe
line—will be the in the neighbor-
hood of 115 to 120 thousand bar-
rels daily. This répresents about
one-third of Canada’s current
petroleum requirements; and as of
1951, we can say that we have,
gone one-third of the way .to
achieving self-sufficiency. - \

But already our crude reserves
are of sufficient size to meet near-
ly one-half of Canada’s total re-
quirements, and there is in excess
of 30,000 barrels of daily produc-
tion which should and could be
marketed if there were adequate
facilities for the purpose.

So for 1952 Interprovincial plans
to expand the throughput of its
plpe line through the addition of
six new pumping stations and -the
construction of 2,600,000 barrels of
additional - storage at Superior. -
The construction of an additional
large tanker which is under way
will permit the movement to- On-
tario to increase to roughly 18
million barrels in 1952 as com-
pared with 12 millions for 1951.
The net effect of this will be to
raise output in the prairies to 145,-
000 barrels daily in 1952, an in~
crease of some 25,000 barrels a
day over the 1951 average.

Under present conditions, it is
probably of little value to carry
one’s thoughts past the end of
1952, since so many uncertainties
exist. We cannot be suré of the
rate of increase in western Can-
ada’s oil reserves, or the changes
that may take place in other con-
ditions.. However, it might be
worth noting that a continuation
of the anticipated progress would
bring the production and distribu-
tion facilities roughly into balance
by the erd of 1953 on the assump-
tion that the nation’s requirements
of petroleum continue to increase,
as. they have in the last several
yeras, and that no large new dis-
céverles are developed in the
meantxme

How much better or worse than

‘this forecast the actual conditions

sufficiency is a reasonably con-
servative one, and it could well
be that further large discoveries
of crude oil will call for'an up-
ward revision. Large discoveries
or defense needs may justify the
construction of refineries on the
Pacific Coast and the building of
a pipe line to serve that area. If
this proves to be the case further
markets for western crude would
be found in this area or alterna-
tively, still further expansion to
the east might prove the logical
direction for widening the market.

In the meantime, the rapid de-
velopment of the last' 4Y; years
has had very marked effects on
the .Canadian economy

As I mentioned earher the dis-
coveries were made in an area
where the laid-down cost of crude
was high, yet where the demand
for petroleum products was stead-
ily increasing and where petrol-
eum had an extremely important
job to.play in the mechanized
agriculture of the west. I

But if transportation adds to the
cost of o0il delivered to distant
points, it has an equally beneficial
effect on areas close to the source
of . crude supply. The  pricing
mechanism through which this
works will probably be familiar to
most specialists in transportation,
since # undoubtedly applies to
virtually - all commodities which
have to be carried over great dis-
tances.

Over the Domlmon as a whole,

the progress toward self-suffi-
ciency has greatly reduced oné of
the heaviest drains on the coun-
try’s dollar reserves. The reduction
in imports of crude oil is cur-

rently saving Canada some $150 -

million ‘annually. ‘From the for-
eign exchange point of view, the
petroleum industry is already con-
tributing an amount roughly equal
to the entire output of:the gold
mining industry of Canada.
These advantages of price re-
ductions and - foreign exchange
savings have been augmented by
the vast. capital investment that

has taken place. By the end of

' this year, some three-quarters of

a billion dollars will. have been
invested in crude oil exploration
and development, in transporta-
tion and in manufacturing facili-
ties. Far the greater part of this
investment h s occurred in.west-
ern Canada where they combined
with ‘the benefits of low prlces
and plentiful- petroleum supplles
to provide a very powerful eco-
nomic stimulus.

New Industries

In Alberta there has been a
marked increase in population, a
widespread development of new
industries allied with-oil produc-
tion, and a substantial improve-
ment in. government revenues.
This year it was announced that
the Celanese Corporation would

v
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construct a $40 million chemical
plant at Edmonton; a development
which may work a turning point
in, the prairie road to industrial-
ization.

For many years it has been
hoped that the rich natural re-
sources . of the Canadian west

would bring industry to the prai-
ries. The addition of diversified
industries will supplement the
agricultural strength of the area
by providing new and nearby mar-
kets. :

Suchadevelopment would
bring a well-earned reward to the
railways which have done so
much to develop the west.” From
the time the first steel was laid
across the western plain, the
railroads have striven to aid west-
ern progress by encouraging in-
dustry and colonization. I can
speak from personal experience of
the way in which the railroads
helped: speed the completion of
the Interprovincial pipe line. They
gave us the fullest co-operation
not only in the movement of ma-

terials for the line, but in assist-

ance with our problems of right- : -

of-way and similar matters. The
whole-hearted co-operation'of

"Canada’s railroad men saved :us
weeks, perhaps months of pre- °

cious bulldmg time.
It 'is ‘most pleasing to record

such examples of wise and gener-
ous co-operation. And it is, . if
possible,  even more: pleasing: to

find that such policies appear . to.

be . bringing an  appropriate re-
ward. Certainly, the growing
prosperity and industrialization of
the west, bringing as it does the
promise of more ' traffic, more
diversified traffic, even perhaps,
more remunerative traffic, is a
most fitting reward for the efforts
of the Canadian railroad nien;

The development of Canada’s

0il industry will not only bring
prosperity to the west, but will
contribute materially to the pros-
perity of Canada as a whole. In
that prosperity, the railroads, like
all other companies operating in
Canada, will also share.
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in-1953 will be I cannot say. How-
ever, an estimate of 40% of self-
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British Columbia’s Wood Resources

was made up ‘from scattered com-
mercial cruises of private timber
holdmgs scattered timber - sale
cryises, and reconnaissance by
Forest Service officers. In addi-
tion, technological advances in
logging and towing methods, dur-
ing the interval between esti-
mates, have revolutlomzed West
Coast utilization standards.”

On cut-over areas changes in
inventory are indicated by an-
other check on the Coast Region
in 1949 on Quadra Island.

“Quadra Island (68,190 acres)

* was surveyed previously in 1930
and, although little new industrial
development has taken place in
the interval between surveys, for-
est conditions . in - general show
considerable improvement. The
1930 survey found that 15,670
acres (25%) were understocked.
However, subsequent regeneration
has been exceptionally good, and
the present examination showed
that 84% of the cut-over land was
satisfactorily stocked. Further, a
large part of the area currently
understocked may be expected to

restock naturally, consequently,
Quadra Island is one area on the
Lower Coast where there is no
problem' in regeneration.”

An appraisal of the position
with regard to reforestation and

perpetuation of the crop, is ob-’

viously dependent on a reliable,
up-to-date inventory. In the ab-
sence of ‘such information, com-
parison of the rate of drain and
the rate of replacement are sub-
stantially matters of opinion, and
at best what might be called “edu-
cated guesses.” The only starting
point would be the 1937 inventory
and this was the basis of the find-
ings of the Royal Commission on
the Forest Resources of British
Columbia of 1944 and 1945. At
that time the Commissioner ac-
cepted the evidence of Forest
Branch officials and private For-
esters on roughly the following
basis:

That the area of productive
forest: land on the Coast was
approximately 10 million acres.
To date, about 21, million acres

had been cut-over and that ap-

2
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proximately 7% million acres of
virgin' timber still remained
untouched on the Coast. That the
remaining stands of virgin timber
contained approximately 180 bil-
lion (1937 inventory showed 155
billion) feet board measure.
Further, that of the 212 million
acres cut-over, about 1% million
acres could be taken as carrying
satisfactory regeneration on which
increment was being secured at
the rate of 350 to 400 board-feet
per acre per year. 1% million
acres were not satisfactorily re-
stocked and therefore producing
no increment.

On the basis of these assump-
tions, the Commissioner gave it as
his opinion that the safe allowable
cut for the Coast region was ap-
proximately -3% billion feet per
year. His findings were as fol-
lows, and here I quote Chief
Justice Sloan, the Commissioner:

“Assuming a:close recovery in
logging, successful regeneration
and reforestation, and protection
of our young stands from fire, it is
my opinion that the following
round figures indicate the extent
of the allowable annual cut on
the Coast over that growing pe-
riod of 60 years:

Board Feet
Standing accessible mature
timber 180 billion
Divided by 60 3 billion
Deduct annual fire and insect
net 1osses (approx.) —cemm-
Leaving
Add Increment on growing
stock, 1,253,000 acres at
350-400 feet per acre per

17 million
2,983 million

500 million
Total allow. annual cut... 3,483 million

“This estimate of an allowable
annual or. periodic Coast cut of
about 3% billion feet a year for
60 years'is, however, subject to a
further qualification, and I do not
consider it a safe guide for any

greater period than for the next
10 years.

“My conclusions are based upon
opinions which are in part con-
jectural due to, the lack of precise
data upon mardy important aspects
of our forest problems. It is there-
fore a manifest necessity that
there be an examination of our
entire forestry situation at a pe-
riod not later than 10 years hence.
By that time exact information
concerning our forest resources not
now available ought to be known
and our forest policy should then
be reviewed in the light of the
known facts and be guided by the
interim developments that have
taken place in methods of utiliza-
tion, marketing, and other relevant
factors affecting our forest econ-
omy. As a basis for present forest
regulation, it is my firm opinion
that the annual cut on the Coast
should not be permitted to exceed
35 billion feet during the next en-
suing 10-year period. If the exi-
gencies of the future so demand,
Crown timber may have to be
withheld from the market to ef-
fectuate this purpose. The average
annual Coast cut, it will be re-
called, is 234 billion feet, and in
the peak year of 1940 did not
reach 3% billion feet. My esti-
mate, therefore, should take care
of the heavy postwar demand for
lumber over the next five years
it is expected to continue. I do
not recommend the average an-
nual cut be not permitted to
exceed 3%  billion feet if the
exigencies of the postwar market
demand a greater production. I do,
however, stress the importance of
not permitting a greater depletion
by cut in excess of 35 billion feet
over the next 10-year period.”

The Commissioner, of course,
recognized that the formula which

Thursday, June 28, 1951
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might be applied had many vari-
ables and that the whole basis of
any calculation as to safe allow-
able cut in order to provide per-
petual raw material for existing
forest industries at present levels
of production and employment, is
dependent on a reliable inventory.

It is my opinion that these find-
ings, and the official attitude and
policy of the Provincial authori-
ties based thereon, in respect to
the allowable cut for the Coast
Region is open to serious question.
It is significant, however, that the
actual cut on the Coast Region
since 1945 has never exceeded 3%
billion feet.

No doubt the members of your
organization have noted from time
to time certain alarming state--
ments in the pressin regard to the
forestry situation in British Co-
lumbia. I might just list a few
headlines that have been taken at
random from our local B. C.
papers:

“Industry Squandering B. C.
Forests”

“Wasting Our Inheritance”
“Living Beyond Our Means”

Some of these statements pur-
port to be quotations by respon-
sible officials, others are presum-
able opinions of editors and
reporters, Many such statements
are copied by the press in eastern
Canada, the United States, and
even abroad.

I don’t think the public believes
all they read in the newspapers.
This reminds me of a recent item
in the local paper. A gentleman’
went into the newspaper office
and wrote out an item for the
Lost and Found Column, offering
a $100 reward for the return of
a pet cat. The clerk expressed sur-
prise at the fabulous reward for

. the return of a cat and questioned

.
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the amount of $100 as a reward.
She asked the gentleman if he
didn’t think that it was altogether
too much to risk. His reply was,
“I do not think so, as this was
my wife’s pet cat and I drowned
it yesterday.”

If these statements were made
by responsible public officials,
how can the record of short-term
government timber sales on the
Coast Region each year be justi- -
fied? In 1950 the Forest Branch
sold some 750 million feet of gov-
ernment timber on short-term two
and three-year sales. The cut from
these short-term timber sales in
1950 represented about 25% of the
total cut of the Coast. In addition,
how could a Management License
covering 700,000 acres be justified
in 1948, involving as it does, an
annual cut of upwards of 100 mil-
lion feet a year for a new
industry and from an area of old-
growth virgin timber which prob-
ably would not be opened up
otherwise for many years.

You will infer, of course, that

cmmmm@mmmmwmmmwmmwwww e e N my personal judgment. the ex-
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isting inventories for the Coast
Region are underestimated to the
extent of at least 25% in volume
and that the area of productive
forest lands on the Coast is more
in the nature of 12 million acres
than 10 million.

With the technological changes
in logging methods, the introduc-
tion of truck logging and the very
substantial increase in recovery
and- utilization, I believe it is safe
to assume that by the time the
old growth virgin timber is seri-
ously depleted, and always assum-
ing that adequate fire protection
of second growth stands is assured,
that a second crop will be avail-
able in sufficient volume for at
least the present rate of consump-
tion. Many of the present opera-
tors will of course have cut out
their present holdings and will be
dependent either on reserve
stumpage placed on the market by
the Crown or will merge with
other companies. There should be
no ghost towns on the Coast -
gion because the merchantable
timber of the whole of this region
is accessible to the majority of the
existing conversion plants located
at tide water. Logs are now towed

from Vancouver Island up to

Ocean Falls, from the west coast

of Vancouver Island to the east
coast and to the mainland and
from the Queen Charlotte Islands
down to the lower coast. This nat-

ural, protected water transporta-,

tion is one of the greatest factors
for stability in our Coast industry.

Ownership and Tenure

And now we come to a most
important factor in the forestry
situation in British Columbia, the
question of ownership and occu-
pancy of productive forest lands.
British Columbia, along with most
other countries during the pioneer
stage, threw open its forest lands
for purchase and lease by private
enterprise. The object, of course,
was to create employment, con-
vert the virgin forests into pay-
rolls and revenue, and induce
capital to build up industries and
open up the country, This is the
history of the forests of Scandi-
navia and the whole of North
America. This period terminated
about 1906 when, by way of land
grants for railway subsidies and
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pulp licenses and leases. The
Province, therefore, owns 93% of
the productive forest lands, sub-
ject to temporary cutting rights
on about 5%, all of which reverts
to the Crown when cut-over.

The situation in'the Coast Re-
gion is somewhat different in that
privately owned timber lands
represent 15% of the productive
forest lands, including Indian
Reserves, small holdings and the
million-acre Esquimalt and Na-
naimo Railway land grant. Of the

85% Crown-owned balance, 30%.

of the area is temporarily alien-
ated under Timber Sales, Timber
and Pulp Licenses and Leases.
This situation of ownership of
the productive forest lands is in
direct. contrast to Scandinavia
where 75% of the productive for-
est lands are in private ownership.
Some 270,000 small holders own
50%; large companies and estates
25%. The government owns and
administers only 25%. In the
United States, also, over 75% of
the productive forest lands are
owned privately, 4% million
owners hold small tracts averag-
ing 82 acres. Less than 50 million
acres out of 461 million are in

ownerships of more than 50,00Q government

acres. )
According to many advocates of
government ownership, British
Columbia is o be congratulated
on not having dissipated its forest
resources by disposing of them to
speculators, homesteaders, lumber
barons and what have you. In
my opinion, the wisdom of this
policy is open to serious question
and experience of older countries
does not support any such com-
forting assurance for the future
welfare of British Columbia’s for-
ests.

The best forest practices in
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Europe have been developed by
private enterprise on privately
owned forest lands. In the United
States, the Tree Farm Movement,
where over 20 million acres are
now dedicated to sustained yield,
exemplifies the leadership and
initiative of private enterprise in
managing the forest lands of these
older countries.

That the traditional policy of
public ownership is still most
active in British Columbia is evi-
denced by the amendment to the

‘Land Act of 1947 which prohibits

the outright sale by the Crown
of any forest lands.under any
circumstances.

The only concessions to private
industry under our present British
Columbia forest policy and laws
has “been the enactment in the
last few years of the 'so-called
Management Licenses legislation
and the Farmers’ Woodlot legis-
lation and revision of land taxes
on Crown granted tree farms.
Management Licenses are a vari-
ation of the Timber Licenses on
a perpetual basis whereby oper-
ators may apply for vacant Crown
land to establish a sustained yield
unit, managed in accordance with
regulations. These
Management Licenses vary in size
and are designed to supply raw
material to an existing or project-
ed conversion plant, or to make
available additional acreage of
Crown lands to augment present
holdings and provide the neces-
sary quantity of raw material for
existing conversion plant require-
ments in perpetuity. They involve
surrendering of existing equities
in privately held existing licenses
and leases when cut over. They
also involve strict regulation of
cut. In addition to a nominal rent-

al and Forest protection Tax they
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may be subject to a Severenceand land tenure treatment? Ag-

Tax when the crop is harvested.
The Management License system
is at best a compromise, but, I
believe, a recognition of the fact
that the government cannot hope
to manage all the forests now in
its possession in the best public
interest. This legislation is admit-
tedly the most advanced forest
legislation on the Statutes of any
of the Provinces of Canada, but
I personally believe its limitations
are serious in that too much
discretion is retained by succes-
sive government officials and the
terms are much too onerous and
binding, and the machinery too
cumbersome to induce large scale
private participation to keep pro-
ductive anything like a satisfac-
tory proportion of the huge areas
of vacant Crown lands available.
To date some eight Management
Licenses, covering about two mil-
lion acres, have been issued.
The alternative to the imposi-
tion of a 16% % Severance Tax
is the'payment of full stumpage
tax at harvest. No such conception
is ‘applied to farm crops here, or
Why do Canadian
Provincial and Federal govern-
ments view productive forest lands
any differently than productive
farm lands in their tax treatment

ricultural  lands ° are invariably
provided, at public expense, with
permanent main access roads and
other facilities by way of services
and subsidies to enable and en-
courage the land to be kept pro-
ductive. You cannot legislate good
forest practice in'any country.
That has been the experience in .
Scandinavia. As a result of trial
and ‘error- of 100 years or more,
the essence of successful forestry
in Scandinavia has been co-opera-
tion between government and pri-
vate enterprise. Administration in
Scandinavia is through regional
forest boards and not a Chief For-
ester or a Deputy Minister. Pri-
vate industry has representation
on these Boards. Private owner-
ship is not considered a bad thing
and private enterprise is eligible
for substantial subsidies for sil-
viculture and other management
costs. All cost of forest manage-
ment are written off as expenses
before tax. Taxation in other
words is geared to aforest econ-
omy and the profit motive is rec-
ognized in principle in all regu-
lations, ,

In regard to the recent Farmers’

Woodlots legislation, I would like
Continued on page 24
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outright purchase, some 5 million
acres of the most accessible and
productive forest lands out of the
75 million were disposed of out-
right and some 15 million acres
were leased under various timber
and pulp licenses and leases in the
Province. ¢

The present position is that
approximately 5 million acres, or
7% only, of the productive forest
lands, are owned outright by pri-
vate enterprise and out of the
original 15 million acres of tem-
porary alienations, about 3% mil-
lion remain under timber and
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Continued from page 23

British Columbia’s Wood Resources

to quote an eminent British au-
thority, H. R. Blandford, O.B.E,,
Editor of the “Empire Forestry
Review,” on Farm Woodlot Li-
censes under the British Colum-
bia Forest Act:

“The regulations seem to be
well designed to assist the farmer
in managing his woodlot, but one
difficulty seems to be the estab-
lishment, in perpetuity, of a large
number of small woodlots in
which the Forest Service will
have not only to control the man-
agement but to collect small sums
for stumpage and royalty. Surely
it would have been better to have
allowed the outright sale of the
small areas of Crown Lands, to
be paid for by instalments of the
purchase price from annual or
periodic fellings. The agreement
to manage the woodlot on the cor-
rect lines, with confiscation on
failure to do so, should be suffi-
cient to ensure the preservation of
the forest. Surely it is time the

Government of British -Columbia
ceased trying to own all their for-
est lands, the management of

which seemes to be far beyond
their capability? The great suc-
cess of “tree farms” in the U.S.A.
should prove the advantages of
allowing the private owner more
scope.”

If British Columbia is to build
up a forest population, with its
roots’ in the forest soil, it is my
opinion that provision must be
made for a form of tenure and a
tax set-up which will encourage
and induce forest operators, large
and small, to grow trees and free-
ly build up equities in forest
properties which they can acquire
and own, Otherwise I think we
can envisage either totally inade-
quate managemeént of the huge
area under government owner-
ship and administration or alter-
natively a huge Bureaucratic con-
trol system with an economy of
transient sharecroppers instead of
prosperous, stable industries.

In growing tree crops the ele-
ment of time is a governing fac-
tor, It takes from 60 years or

more to bring even pulp wood to
maturity, Taxation therefore, has
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a fundamental impact on the busi-
ness of growing tree crops.

Until this year, timber land was
taxed in British Columbia on the
basis of double the rate on im-
proved farm land and the crop
added in to the assessed value.
Fortunately, with certain reser-
vations, this was changed by leg-
1slat10n in 1951 whereby a 1%
rate was established on the bare
land, still twice as much as farm
lands This was undoubtedly a
progressive and constructive step,
which, for the first time, ad]usts
forest land tax to a tree growing
economy on private land.

Other forms of taxation, how-
ever, still adversely affect the
business of growing tree crops.
For one thing, the Federal In-
come Tax, contrary to all equity,
requlres that certain forestry ex-
penses, i.e. expenses for plantlng,
silviculture, management and im-
provements, etc., must be capital-
ized. The reasort given for this is
that such expenses are not in-
curred directly in the production
of income. That, of course, is ob-
viously wrong because no one
plants trees or cultivates forests
on the ' immediate area from
which the current logging opera-
tions are producing income. Such
forestry ogératlons are not under-
taken for some years after cutting
and on areas that are not directly
connected with current logging.

A further tax anomaly is in the
matter of depletion allowances.
Most forest operations have to
carry substantial reserves of ma-
ture timber in order to justify
heavy investment in plant and
equipment. These reserves are
carried over many years and many
operators have standing timber
reserves purchased at low cost
many years ago. When these
stands are cut, the income tax

Limited, ’Turonto; Frank D.

regulations now require that only
original cost without interest, is
recoverable from income before
tax. This, by the way, means that
the difference in the value of the
standing timber at the time it
is cut and the original cost is
considered current profit in the
tax year. Actually it is capital
gain and some of this capital be-
ing liquidated should be made
available to the operator to re-
generate and establish a new crop.
In the United States this has been
recognized under the so-called
Bailey Amendment, which pro-
vides that the difference between
original cost and current market
value at the time the timber is
cut is considered capital gain and
so taxed. Original cost is allowed
as a straight depletion. A recent
survey of the 20 million acres of
tree farms established in the last
10 years in the U.S. showed that
this progressive forest tax legis-~
lation was a vital factor in en-
couraging rational forest manage-
ment on private txmber lands for
profit.

In connection with taxatlon it
is of interest to note that instead
of deferred depreciation which has
recently been put into effect in

Canada, Forest Operators in Swe-

den have most elastic deprecia-
tion allowances. An operator can
write off a new plant as fast as
his profits permit. This is a fixed
tax policy in Sweden as the gov-
ernment considers that such tax
treatment is most desirable in the
fast changing picture of the chem-
istry of wood and developments
in cellulose and other technical
fields. This means that plant or
process obsolescence can be over-
come and their forest industries
kept in the forefront of develop-
ments. This is surely in the best
public interest.
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Forest Fire Protection

No appraisal of the forestry sit-
uation in British Columbia would
be complete without special ref-
erence to forest fire protection.
What profit to ensure natural re-
generation or to spend $30 an acre
in planting, if your crop does not
become an insurable risk? On
Tree Farms in the United States
as much as $1.00 per acre is in-
vested in plant and  equipment
for detection and suppression of
fire, and annual expenditures
range up to 30 cents per acre per
year. In the United States, private
enterprise, the State and the Fed-
eral government all share in the
cost of protection and while no
insurance on young growing stock
is yet available to my knowledge,
some of the larger tree farmers in
the U.S. are rapidly approaching
the position through efficient fire
control, where it will be possible
to secure insurance on all age
classes within defined areas as the
experience for the past number of
years is below the loss ratio of
one-quarter of 1% per annum,
which would justity an economic
premium. In Sweden, fire pro-
tection has now reached the stage
where most of the forests are
covered by insurance and one of
the surprising things we discov-
ered in Scandinavia was that most
forest owners now have perpetu-
ally paid up insurance policies on
which there are no further pre-
miums to be paid and that the
policies were issued originally by
privately owned insurance com-
panies who are themselves in
business to make a profit,

Canadian Federal Forestry Act

A glance at the annual Appro-
priations by the Federal govern-
ment for the various natural re-
surces of Canada, in which the
Federal government has a vital
interest, reveals that Agriculture,
Mining and Fisheries annual ap-
propriations are many times the
appropriations for Forestry and
this in a country with surely a
predominant Forest economy with
700,000 square miles of produc-
tive forest lands against 400,000
square miles of productive agri-
cultural lands. It is of very con-
siderable significance that in 1950
legislation was passed for the first
time in Canada creating a Federal
Forest Act. Previously appropria-
tions for research in Forest Pro-
tection, Forest Genetics, Forest
Ecology came under the Mines
and Resources Appropriations and
Forest Insect Control Appropria-
tions came under Agriculture. It
is also of interest to note that
in 1951 the sum of $1,000,000 was
voted by Parliament at Ottawa,
for the first time, to assist the
Provinces in taking a forest in-
ventory, It is hoped that from
this start appropriations will be
voted to assist the Provinces in
fire protection, and other phases
of .forest research and administra-
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tion; this money to come from the

~huge revenues originating in the
forest industries . of the wvarious
Provinces and paid to the Federal
government in Income Tax. It is
also hoped that the Provincial
governments will themselves di-
vert more direct forest revenue
back into keeping their produc-
tive forest lands productive, in-
stead of treating it as profit.

Canadian Forest Industries, par-
ticularly pulp and paper, have of
course been very large fields for
investment in the past, sometimes
in the long past unfortunately,
with not too satisfactory results
to the investor. However, there
is every evidence that the highly
speculative elements have now
largely passed out of the picture.
Pressure of forced liquidation of
large stands of virgin timber on
this continent which resulted in

within the last 10 years. A num-
ber of the larger companies on
the Coast now maintain- staffs of
experienced, professional foresters
and are laying long range plans
to place their holdings on a sus-
tained yield basis. Logging opera-
tions are planned in advance to
secure natural regeneration of cut
over areas as early as possible.
Some thousands of acres have
been planted on the Coast by pri-
vate companies during the last
10 years at their own expense.
Fire protection organizations have
been streamlined and a very high
degree of protection is being de-
veloped by many operators. The
past 10 years of good fire weather,
together with a number of prolific
seed years, have helped consider-
ably to change the picture on
the Coast. Salvage operations and
very much closer utilization have

cut-throat competition for mar-#Vastly extended the life of the

kets are a thing of the past. Also
has gone the generally held con-
ception. of inexhaustibility. This
has given way to the realization
that tree crops can be grown at
a profit under a new wood econ-
omy to meet an insatiable world
demand and a long range shortage
~ of supply. Canada’s future in"the
field of forest products indeed ap-
pears bright and Canadian forest
industries appear to be meeting
this challenge by large scale in-
vestments in a perpetually renew-
able resource and in new inte-
grated conversion plants incorpor-
ating the latest scientific develop-
ments in wood.

The future, as far as investment
in new Tforest interprises in Bri-
tish Columbia is concerned, ‘lies
largely in :the Interior, in the
opinion of many.  As mentioned
earlier, I have confined my re-
marks mostly to. the Coast. In-
terior Forests, however, are very
vest and comparing large areas in
the far north of the Province to
similar forest areas in Seandina-
via, which are still further north
from the point of view of latitude,
the present horizon I believe, must
be extended far beyond the 65
million -acres so far inventoried.
The 1937 Inventory and the find-
ings of the Royal Commission in
1945 indicated that present an-
nual increment far exceeded an-
nual drain. Further, large areas
of young growing stock have re-
placed the areas burned in the
fires of the railroad building era
of 40 to 50 years ago. These young
forests are becoming firmly' es-
tablished and represent potential
raw material for many new pulp
mills. Water power is available
for development. It only requires
the initiative and enterprise plus
the capital and g co-operative set-
up between government and in-
dustry to establish many new
prosperous wood communities in
.the Interior of B.C.

There has been much progress
in forestry in British Columbia

virgin stands by the recovery of
more of the wood on each acre.

In the field of Provincial gov-
ernment forestry, sincere congrat-
ulations are due to the present
administration. To the Minister
of Forests, Hon. E. T. Kenney and
to his: Deputy, Dr. Orchard, for
the leadership shown by them in
many branches of forestry in Bri-
tish Columbia. During the past 10
years some 75,000 acres of de-
nuded forest lands on the Coast
have been replanted, nursery fa-
cilities have been doubled, inven-
tories have been pushed to the
fullest extent that available re-
sources in personnel and appro-
priations will permit. ' Fire pro-
tection facilites have been vastly
increased in efficiency and in
many regions on the Coast ade-
quate fire orotection in normal

years is.pretty well assured by
the establishment of pre-suppres-
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sion crews and by intensive or-
ganization and training of the fire
protection staff. In some fields,
recent achievements of the B. C.
Forest Service are outstanding
through - forest research in
weather  forecasting, in new
equipment and in the use of spe-
cialized crews.

Dominion Forest Service

In the Federal field, full credit
also should be given to the Do-
minion Forest Service for a start
in recognition of the national gov-
ernment’s responsibilities wunder
the new Forestry Act. As men-
tioned,- the appropriations ' this
year included $1,000,000 to assist
the Provinces in securing up-to-
date National Inventories. This is
a good start. It is hoped that next
year further Federal assistance to
the Provinces will be forthcoming
by appropriations for fire protec-
tion similar to the assistance ren-
dered by the Federal government
in Washington to State and Pri-
vate Forest Fire Organizations in
that country.

In the Municipal field, a few
of the Municipalities in British
Columbia are setting up machin-
ery for managed community for-
ests. The City of Victoria is man-
aging its' own ‘water shed on a
sustained yield basis. A number of
other  Municipalities are becom-
ing conscious that in many parts
of Scandinavia, communal forests
practically carry the burden of
local taxation when properly
managed.

The question of the recently
announced huge mergers in the
Forest  Industries of B.C. has
caused some comment. In passing
I would just like to mention that

this is a natural development and
follows the pattern of older Econ-
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omies. Similar mergers in Sweden
and other Scandinavian countries
have been the logical outcome of
forest development. In spite of the
fact that these countries have been
for many years Socialist govern-
ments, no objection has been
taken to the creation of large in-
tegrated units in.the Forest In-
dustries. It is recognized in Scan-
dinavia that large holdings of
productive forest lands are more
efficiently - managed. = Large or-
ganizations can and do support
more intensive research than is
possible in smaller units. They
have proven to create greater sta-
bility and more diversification in
employment. .

There are also many other en-
couraging developments in  the
forestry situation in Canada to-
day. Chief of these, in my opinion,
is the recognition by more of the
various elements and agencies in
our complex national economy of
the importance of rational treat-
ment of the perpetually renew-
able resource based on our pro-
ductive forest lands. This is evi-
denced by your interest on this

Forum today. In closing I would
just like to call your attention to
this little pamphlet called “Trees.”
It is the announcement of the re-

cent organization in the United
States of a new Forestry Policy
and Programme of the American
Bankers Association. The objec-
tives are as follows: .

“(1) Acquainting bankers with
the forestry agencies and associ- .
ations operating in the states.

“(2) Cooperating with colleges
of agriculture and with Federal,
State and private forestry agen-
cies in making an appraisal, by
counties, of the economic impor-
tance of tree farms and farm
woodlands and their production as
part of a well-rounded farm en-
terprise, ]

“(3) A study of adequate fire
control.

“(4) Encouraging better wood-
land management and protection
from fire, insects; disease and
overgrazing.

“(5) A study of integrating
bank'services with forest produc-
tion.’

I suggest that a good public re-
lations job might be done by the
Investment Dealers’ Association of
Canada along similar lines in the
interest  of developing profitable
fields for investment in Forest
Enterprises in Canada, based
on the one outstanding resource
which is self-perpetuating.

-

67 RICHMOND

WAVERLEY 4894

Thomson, Kernaghan & Co.

THE TORONTO STOCK EXCHANGE
THE INVESTMENT DEALERS' ASS'N OF CANADA

SECOND FLOOR
‘TORONTO 1

STREET WEST

EM. 4-4256

H. G, Stanton
S. C. Hetherington

H. William Hatch

STANTON, HATCH & MSCARTHY.

MEMBERS OF
TORONTO STOCK EXCHANGE
INVESTMENT DEALERS' ASSN, OF CANADA

320 BAY STREET, TORONTO 1
Telephone EMpire 3-9151

D’Alton McCarthy
Kenneth B, Andras

il for FRASER
hser.sttouisfed.org/




S. C. Stephens, Jamea Richardson & Sons, Winnipeg; George Farlardeau, J. T. Gendron, Inc.,
uebec, Que.; Larry Bell, James Richardson

THE COMMERCIAL and FINANCIAL CHRONICLE

Sons, Toronto;

Kenneth S. Blair, James Richardson & Sons, Vancouver

Continued from page 3

The Inflation Impact on
Investment Industry

hence increasing the money sup-
ply. Life insurance companies
through the agency of the Life
Insurance Officers’ Association,

. therefore undertook to lend only
the net amount of their income,
to forego the selling of Govern-
ments and to screen their loans to
give preference to those for pro-
ductive purposes, so as not to feed
the inflationary fire.-

Finally, during the past year
the government brought down two
budgets: the “baby budget” in
September, 1950, and the budget
for the current fiscal year in
April, 1951. In summary, these
budgets raised federal corporate
income taxes from 33% to 45.6%,
resultmg in an overall corporate
tax in all provinces of over 50%.
The general sales tax was in-
creased from 8% to 10%, and
luxury taxes of 15% were im-
posed on a wide range of con-
sumer ‘durable good$, and of 25%
upon certain products such as
automobiles.

From the above recitation it
will be concluded that a variety
of strong monetary measures have
been adopted to curb inflationary
pressures. Although it is too
early to be sure of their ultimate
success, one can only conclude
that if they prove unsuccessful,
more and stronger remedies w1ll
be applied. Clearly, this problem
extends beyond our boundanes,
and without wise restraint in the
United States our best “efforts
could be seriously prejudiced.

There is satisfaction in consid-
ering the extent by which infla-
tion has been limited in Canada
through the offsetting influence of
the net retirement, by the Gov-
ernment of Canada, of direct and
guaranteed bonds. For the nine-
month period ended March 31,
1951, such retirement was $86 mil-
lion, while for the five calendar
years 1946 to 1950 it was in the
aggregate $940 million. Reflect-
ing the rapid capital expansion of

Canadian business, the total net

season. 'To the extent that debt
reduction can be extended by
governmental economies, the grat-
itude of the people of Canada will
be doubly earned.

It is plain that the struggle for

self-preservation and world free-
dom could be lost if the cause of
monetary stability were aban-
doned and inflation allowed to
run wild,

Investment Conditions Altered

Meanwhile, as providers of cap-
ital to government and industry,
and as dealers in outstanding se-
curities,  the members of this
association have found their mer-
chandise changing widely in value
and their operating conditions
drastically altered.

A year ago, Government of
Canada three - month Treasury
bills sold to yield % of 1%, and
now yield 34 of 1%; five-year
Governments yield 2.85% against
2.10%, and 15-year Governments
3.25% against 2.75%. ' Because
credits are related one to the
other, these changes have been
extended in greater amplitude to
provincial, municipal and corpo-
rate bonds, so that while in their
heyday top-ranking corporations
could have borrowed for long
term at a cost of less than 3%,
there would now be few able to
come to the market under 4%. It
appears that the era of extreme
ease of money in Canada has
passed, and while there is no evi-
dence that rates will rise immod-
erately, the day of the borrowers’
market seems to be over and the
lender has again comé into his
own, °

The primary function of ‘the in-
vestment dealer is to convey the
savings of the people in Canada

McCarthy,

into the active capital of govern-
ments, municipalities and corpo-
rations. To do this, he uses the
conventional instruments of bonds
and stocks. To the extent that
most bonds and preferred stocks
represent fixed amount of dollars
without protection against a' de-
cling purchasing power, his main
line of merchandise is at stake in
the struggle against inflation. Be-
yond that, he knows that the
future of Canada would be im-
paired and could be destroyed if
the rampant inflation is not suc-
cessfully checked.

During the 12 months just
ended, the government was on
balance a repayer of debt, and
new issues,  other than Treasury
bills and deposit certificates, were
with the exception of Series Five
of Canada Savings Bonds made
for refunding purposes, In June,
1950, $395 million 2% Dec. 15,
1954, and $350 million 234% June
15, 1938, were issued, to retire an
eauivalent aggregate amount of
3% 1951 and 3% 1955 called for
prior redemption, and in Novem-~
ber, $300 million 134% Nov. 1,
1952, and $400 million 214 % Nov.
1, 1956, were issued toward the
retirement of a slightly larger
issue of 1% % Nov. 1, 1950. Ca-
nadian 4%, 1960, issued in the
United States in 1930 were retired
in equal parts for cash, and by
refunding in that market with
2%% Sept. 15, 1975, likewise pay-
able in United States dollars. The
Canada Savings Bond Organiza-
tion, following' the pattern of the
unique National War Finance
Committee which so successfully
mobilized public savings during
World War II, draws heavily on
members of the Investment Deal-
ers’ Association for personnel.
Individual sales in the 1950 issue,
numbering 955,000, produced an
aggregate of $264 million. The
wisdom of maintaining the con-
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tinuity of this valuable instrument
of thrift seems doubly evident, in
view of present conditions. Pro-
vincial borrowing for the period
has been relatively light and net
issuance would appear to be the
lowest for the past several years.
The most significant trend in both
provmcxal and municipal borrow-
ing has been the revival of issues
placed in the United States, pay-

able as to principal and interest
in United States dollars, recent
such borrowers - being Quebec,
Ontario, Manitoba, Saskatchewan,
Toronto and Edmonton. Corpora-
tion bonds issued for the nine
months ended March 31, last, ex-
ceeded retirements by nearly $200
million, and the combined effect
of the limitation of bank credit
and the continuing capital expan-
sion of Canadian business has
brought. about a spate of corpo-
rate issues in the last quarter. In
view of the drastically changed
credit background, rates of 4%
and 4% % have succeeded 3% and
31 %, but on these altered.terms
the machinery provided by the
investment dealer has success-
fully found capital for productive
enterprises when it would not
otherwise have been available,

Educational Activities

I would like to say a word on
a phase of the association’s activi-
ties from which we take great
satisfaction. = Five years ago, it
was decided to explore the fields
of educational classes for young
men in or entering our business
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and public relations., Under Mr.
J. W. G. Clark, as Executive
Assistant to the President, and :
later Mr. H. L. Gassard, as Di- !
rector of Education, we have
made strides in both directions:
Elementary and advanced training
courses, written by specialists in
our own ranks, have been taken
by 600 and 400 students, respec-

tively, and there is now an" aggre-
gate enrollment of 175. Further-
more, .in the last two years,
representative men - attached to
our , speakers’ panel have made
over 100 speeches to service
clubs and similar organizations
throughout the country. We
have organized and- developed
nine public lecture courses
on investment throughout
Canada in the past year, usually
in cooperation with educational
authorities, reaching directly
thereby an estimated 1,000 Cana-
dians in different walks of life.
We are working with six universi-
ties on various projects, ranging
from the preparation of a text-
book on corporate finance to the-
development of an undergraduate
course on investments. I mention
these accomplishments and objec-
tives only to illustrate the action
we are taking to ensure the good
performance of our industry, and
to contribute what we can to the
proper understanding by the pub-
lic of our segment of the economic
system under which we are proud
to operate, and which we must
strive to protect
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PUBLIC UTILITY AND INDUSTRIAL
BONDS AND SHARES

increase in corporate bonds out-
standing for the -same periods
was roughly the same, and gov-
ernment restraint thus helped
corporate expansion, It the na-
ture of things, there is not the
same compulsion on governments
as on individuals to pay off debt,
but in the long run, with few
exceptions, that homely virtue has
merit regardless of place or

Milner, Spehce & Co.
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Low cost hydro-electric power, developed| from (Ontario’s
great waterways by the publicly-owned Hy ro—E(I,eciric Power
Commission of Ontario has been a major factor in bringing/ .
about not only the phenomenal industrial development of the

. ; . A b) : ] 4
Province, buféls?l? creating a standard pf li ing secindfo none %/// %////// /%%
Further, by providing the "spark” for such fremendoys expan- % ////////// .
sion in Canada’s leading industrial province\Hydro has helped . / /////////////////////////%
in no small measure to win for Canada its presen‘ enviable =
economic position among the countries of the world.

Ontario Hydro has tremendously increased the scope of its L / ?%%//////
service to the Province since 1945 when a record program of %///
* new generating plant construction was launched. Six new. gen- ,

erating stations have been brought into production and two v ' ), /%

stations expanded in that time, tremendously increasing the /////////////////////////////////////
Wy,
will be 5,369,000 horsepower—more than double the depend- ////////////////

Commission’s output. Y
Wy,
able peak of 2,597,400 horsepower in 1945.
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i future—by 1955 I i
Looking to the future—by 1955, dependable peak capacity 2,

N

-

Hydro is doing its utmost to meet the ever increasing demands
for power in a progressive and enterprising Province.

NYoRO

U THE HYDRO-ELECTRIC POWER COMMISSION OF

POWER
620 UNIVERSITY AVE. TORONTO, ONTARIO, CANADA

FOR ALl
ONTARIO
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