FINANCE, TRADE, AND TRANSPORTATION

XIII. STOCK AND PRODUCE EXCHANGES

THE STOCK EXCHANGE

THE stock exchanges of the world must not be considered
simply as noisy congregations of brokers speculating in
securities under the guise of legitimate business. They
really play an important and necessary part in the finan-
cial mechanism of the country, and are instruments of
enormous value in subdividing and distributing capital,
and in directing its employment in great commercial and
industrial enterprises.

The largest stock exchange of the world is that of
London. It is not only the centre of the English market
for stocks and securities but, like the Bank of England,
it is linked internationally with nearly all the financial
centres of the world. Almost every reputable security
is marketable in London, either through the ordinary
channels provided by arbitrage dealers, who buy in the
cheaper and sell in the dearer markets, or through the
agency of trusts and investment concerns. The magni-
tude and extent of the financial resources of the London
Stock Exchange are enormous. Its advantages to the
business public outweigh altogether the drawbacks im-
posed by the too-speculative spirit of mankind. It is a
great business barometer, extremely sensitive to all con-
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ditions likely to disturb the world’s finances. The London
Stock Exchange has scarcely more than one hundred years
of history. In the carly part of the century the elder

The Paris Bourse.

Rothschild was one of the giants “ on ’change,” and it was
in this business that he amassed the great fortune which
makes the name of his house a synonym for money
power. The membership of the London exchange is not
limited to a fixed number, as in Paris and New York.
Tn the Paris Bourse all agents are strictly forbidden to
trade on their own account.

The New York Stock. Exchange was formed in 1792.
There are 1100 members, Members are elected and must
be nominated by two men who will say that they would
accept the uncertified cheque of the nominee for $20,000.
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The initiation fee is $20,000. Memberships have sold as
high as $32,500, and the market value of a seat on the
Exchange varies only slightly from year to year.

There are stock exchanges in all large cities, and secat-
tered throughout the country in convenient centres are
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Interior view of New York Stock Exchange.

grain and produce exchanges, cotton exchanges, petro-
leum exchanges, etc. These exchanges are really the
central markets for the commodities they represent.
Commodity exchanges deal in actual products, even
though the dealers handle nothing bhut warehouse receipts
or promises to deliver. Stock exchanges deal in eredits
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and securities, which may or may not have a tangible
value back of them.

There is no reason why bonds and shares should not be
publicly dealt in —and in large quantities—as well as
dry goods, corn or cotton; but, unfortunately, few stock
exchanges confine their transactions wholly to legitimate
business. You will look in vain in the quotations for the
stock of dozens of corporations whose securities are
among the choicest investments. It is upon fluctuations
that stock speculations prosper, and it is often true that
the largest profits are made on the poorest stocks.

Transactions are quickly collected and reported to the
world. Tn hundreds of offices in New York, Chieago, and
other American cities may be seen a little instrument
called a ficker, which automatically prints abbreviated
names of stocks, with their prices, on a narrow ribbon of
paper. These tickers are rented to these offices by the
telegraph companies, and as fast as the sales are made
the quotations are ticked off in thousands of offices in all
parts of the United States.

TECHNICAL TERMS OF STOCK EXCHANGES

The term bull is applied to those who are purchasers of
stock for long account, with the purpose of advancing
prices, as the tendency of a bull is to elevate everything
within his reach. The term bear is applied to those who
sell short stoek, with the purpose of depreciating values.
The bear operates for a decline in prices. ~ The broker’s
charge for his servicesis called a commission, which in the
New York Stock Exchange is one eighth of one per cent.
each way on a par value of the security purchased or sold.
A point means one per cent. on the par value of a stock or
bond. Stock privileges or puts and calls are extensively
dealt in abroad and to some extent here. A pufis an
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agreement in the form of a written or printed contract
filled out to suit the case, whereby the signer of it agrees
to accept upon one day’s notice, except on the day of ex-
piration, a certain number of shares of a given stock at a
stipulated price. A call is the reverse of a puf, giving its
owner the right to demand the stock under the same eon-
ditions. A put may serve as an insurance to an investor
against a radical decline in the value of stocks he owns;
a call may be purchased by a man whose property is not
immediately available, but who may desire to be placed
in a position to procure the shares at the call price, it they
are not below that in the open market when he secures
the necessary funds. The speculator usually trades on
margins. If he has $500 to invest he buys $5000 worth
of stock, his $500 being ten per cent. of the total amount.
He expects to sell again before the remaining amount
falls due. The marginis usnally placed by the speculator
in the hands of a broker as a guaranty against loss. Al-
though these brokers are really agents for others, yet on
‘change they stand in the mutual relationship of prinei-
pals. A marginis merely a partial payment, but a broker
buying stock for aclient on marginis compelled to wholly
pay for it. If he has not the necessary capital his usual
custom is to borrow from banks or money-lenders, pledg-
ing the stock as collateral security. In foreign exchanges
the element of credif enters movelargelyinto the conduct
of business. Where the credit of the client in London is
established his broker does not, ordinarily, eall on him
for any cash until the next “settlement day.” A wash
sale is a fictitious transaction made by two members act-
ing in collusion for the purpose of swelling the volume
of apparent business in a security and thus giving a false
impression of its value. Stocks sell dividend-on between
the time the dividend is declared and the day the books
of the company close for transfer; after that they sell
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ex-dividend, in which case the dividend does not go to the
buyer. When a company decides not to declare a divi-
dend it is said to pass ifs dividend. To sell stock buyer 3
is to give the buyer the privilege of taking it on the day
of purchase or on any of the three following days, with-
out interest ; and to sell stock seller 3 is to give the seller
the privilege of delivering it on the day of purchase or on
any one of the three following days without interest.
Buyer 3 is a little lower and seller 3 a little higher than
reqular way when the market is in a normal condition.
Bucket shops are establishments conducted nominally for
the transaction of a stock-exchange business but really
for the registration of bets or wagers, usually for small
amounts, on the rise or fall of the prices of stocks, there
being no trausfer or delivery of the commodities nomi-
nally dealt in. There are thousands of these counterfeit
concerns throughout the country conducted without any
regard for legitimate commercial enterprises.

FUTURE DELIVERY

Grain is stored in warehouses until needed for milling
or shipment. When we speak of December wheat we
mean wheat that is to be delivered to the buyer in De-
cember. The carrying charges include storage, interest,
and insurance, so that wheat sold for May delivery would
necessarily bring a higher price than wheat sold for De-
cember delivery. Carrying charges are in favour of the
short seller, When sold for immediate delivery it is
known as cash grain.
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XIV. STORAGE AND WAREHOUSING

BONDED WAREHOUSES

THERE is a government regulation that an importer who
does not wish to pay immediately the customs duties on
his goods may have them stored in a warehouse, provided
he furnish a bond with a surety that he will pay the duty
within three years or export the goods to some other
country. Itisalsoa requisite thatthe goodsbe deposited
in a bonded warehouse in the care and eustody of its pro-
prietor, who also must furnish the government with a
bond of indemnity. The bond of the proprietor is a gen-
eral bond and usually covers what might be considered a
fair amount of total values due the government at any
time. Officers of the United States are stationed at the
bonded warehouse during business hours. These are
there in evidence of the government’s proprietary inter-
est in the merchandise stored. When an importer makes
entry at the custom house for bonding his goods, he at that
time provides the security required.

By a recent decision of the Treasury Department at
‘Washington goods in bond are in the joint custody of
the United States government and the proprietor of the
warehouse, and after the government has received its
customs duties for the goods they are in the proprietor’s
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sole possession. The government cannob interfere lto
enforce delivery of the goods to the importer. The claim
of the warehouse proprietor for storage charges becomes
a first lien after the government’s claim is satisfied.
When the importer has paid both customs and storage
charges he is privileged to remove his goods.

WAREHOUSE REGULATIONS

Tt is the duty of United States storekeepers to check off
the goods as they are received at the warehouse and to
report the same to the custom house; and when goods are
to be withdrawn to see that delivery is not made until a
custom house permit is presented. Upon payment of
the import duty on goods in bond at the custom h.ouse at
any time after importation, the customs officials issue a
warchouse permit to the importer ordering the United
States storekeeper in charge of the bonded warchmlsg to
deliver the goods to the importer, and upon presentation
of the pemnit the goods are released unless the proprietor
holds them subject to storage charges.

Goods may be held in bond for three years with the
duty unpaid, but after that time either the duty must be
paid or the goods exported. If shipped to another coun-
trv and afterward re-imported the goods would again be
entitled to the three-year privilege. If goods are not
exported and the customs charges are due and unpaid, the
go%ernmeut may dispose of the goods at public sale to
obtain its claim,

Goods arriving by steamer and unclaimed lie at the
wharf forty-eight hours. If the owner does not appear
to make entry for them within that time, after the entry
for the vessel has been made, the goods are sent to a
bonded warehouse and remain there on what is known
as a general order, and if they stand there unclaimed for
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a year they may, at the expiration of that time, be sold
by the government,

The capital of a warehouse is its storage space. The
rates vary from } to § of a cent per cubic foot. The
charges may be based on the amount of space consumed
and the weight of the merchandise. The latter often
determines the floor elevation to which the goods may be
assigned. The more convenient of access the storage
location is, the greater the cost. Waréehouse receipts are
issued as evidence of storage. All merchandise is con-
veniently bulked for numbering and marking, and these
distinguishing marks appear on the receipts. Negotiable
and non-negotiable receipts are issued as the needs of the
owner may require. The former permit advances to he
made by bankers upon the merchandise as collateral
security.

FREE WAREHOUSES

These differ from bonded warehouses only in the fact
that the government has no control or interest in them.
They are only for the storage of imported geods on which
the customs duty has been paid or for goods imported
free of duty or for merchandise of domestic production
and manufacture. They are managed entirely by the
proprietor, and the contracts for storage are, of course,
between the proprietor of the warehouse and the owner
of the goods. The storage rates in free warehouses are
considerably lower than for goods stored in bonded
warehouses — the latter being a much more expensive
business to conduct. There is no time limit in free
warchouses. Goods may remain indefinitely. When
they remain from six months to a year the charges are
collected usunally at certain periods to avoid accumula-
tion. Experience shows that goods in free warehouses
do not stay so long as those in bond. The articles com-
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monly found in these houses are domestic and imported
thlg, cotton, canned goods, peanuts, yarns, cotton piece
goods, mattings, dry goods, ete. Perishable goods, of
course, do not find their way into bonded or free ware-
houses. These are placed in cold storage.

BANKING FEATURES OF WAREHOUSING

Many of the warchouses find it advantageous to do a
haul;in‘g- business in connection with the storage features.
Very f;equcntl‘\-’, for the convenience of the imI?orter,
goods are consigned to the warehouse and sent subject to
a sight draft for the amount of the invoice. The ware-
house company will pay the draft with the exeeption of
about twenty per cent., which the importer is expected to
furnish. If the duty is paid then the value upon which a
loan is estimated is based upon the market value of the
goods in this country. After the draft has been satis-
fied the goods are placed in the stores of the warehouse
company subject to the customs and storage charges.
The amount advanced by the company bears interest at
current money rates. In illustration let us suppose
bonded goods to be shipped and invoiced at $10,000, cus-
toms duty $4000, and the goods consigned to a bonded
warehouse. The draft ($10,000) is sent to the warehous-
ing company, which advances $8000, and together with
the $2000 received from the importer pays the draft.
The $8000 loan made by the company is then charged to
the importer at the usual interest rate, and when the
borrower withdraws his merchandise from storage he
will have to pay the government the $4000 eustoms duty
and pay back his loan of $8000 to the warehouse com-
pany, together with interest and storage charges. .If
any portion of the goods stored is withdrawn for use in
the business of the importer, the company will rebate a
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proportionate amount of the interest. TIf goods decline
in v.;-d ue as collateral in storage the company will demand
?deitional margin for its protection. If goods appreciate
in value the loan may be increased. The market value
of the goods is ascertained by the appraisement of some
expert, who receives a commission for his services.

COLD STORAGE

The cold-storage warehouse is the natural result of the
necessities of our great agricultural interests in the pres-
ervation of perishable products so sensitive to the dete-
riorating effects of temperature. The solution of the
problem of the preservation of dairy products, meats
fish, poultry, fruits, and vegetables has developed a:
system that has eliminated the seasons and made possible
the equalisation of prices of the finer class of edibles.
The cornering of produects and the creation of unreason-
able prices are avoided. No article becomes a glut on
the market as formerly. When there is a surplus of eggs
and fruit, prices may be maintained by putting them in
cold storage for a few days and offering them on the
market when the conditions of trade warrant.

TEMPERATURE REQUIREMENTS FOR COLD STORAGE

Prior to the year 1890 cold storage was dependent upon
the employment of ice, but in the evolution of the cold-
storage warehouse ice is no longer a requisite. In fact,
the temperature obtained by the employment of ice pre-
clnded a thermometric register much below the freezing
point. The accepted temperature for butter and eo‘cras
was formerly 40° to 50°; but through the iut-mductlzgn
of mechanical refrigeration, which has revolutionised the
business economically as well as physically, eggs now
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are held in storage at a temperature of 31° and butter from
10° to 18°. Under the former method of ice storage, goods
that were offered on the market as “held goods” — that
is, as coming from a cold storage —always brought sev-
eral cents under the prices of fresh merchandise. But
the remarkable modern methods of cold storage permit
the carrying of dairy products for a number of months
and their successful sale afterward in competition with
fresh goods. Eggs stored in March are taken out in the
following November and have commanded as high and
often higher prices than the fresh commodity. HEggs
have been kept two years and found perfectly sweet
when used. In freezing poultry and fish the temperature
now frequently given is zero and under. Poultry does
not carry so well as other merchandise. Although 1t is
possible to keep it for two years, yet it loses its flavour.
Five or six months’ storage is its usual average limit.
Certain temperatures are maintained in the various
compartments of a cold-storage warehouse according to the
requirements of the products, and these temperatures are
made possible by foreing through pipes arranged around
each compartment a brine composed of about ninety-five
per cent. of pure salt whose temperature has been reduced
by the aetion of the chemicals. When a shipper stores
his goods there is an implied contract with the storage
company that the temperature required for the product
will be furnished and maintained. Failure to do this
renders the company liable for any damage to property.
So vital is this feature of the business, which is really
the only liability assumed by the company, that the cus-
tom prevails of taking the temperature of each room as
often as five times in every twenty-four hours, and keep-
ing the record in temperature books open to the inspec-
tion of the shippers. A room filled with merchandise
may not vary in temperature one degree in six months.
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COLD-STORAGE CENTRES

Chicago very naturally is the leading cold-storage cen-
tre. TIts situation in the heart of the productive area and
its advantages as a distributing centre have given if ifs
prestige. But in the last two or three years the Kastern
cities, New York, Philadelphia, and Boston, have devel-
oped enormous cold-storage facilities, and Chicago mno
longer is absolute in her dictation to the markets of the
world. When it is remembered that the dairy interests
of our country during the last three years averaged an
annual value of $650,000,000, and that the greater por-
tion of this found its way into cold-storage warchouses,
the importance of this new and very necessary business is
readily appreciated.

COLD-STORAGE CHARGES

The eold-storage charges for eggs in thirty-dozen cases
would be about 15 cents per case for the first month and
9 cents for every additional month. Batter in sixty-
pound tubs would be charged at the rate of 12 eents per
tub for each month. Cheese would cost one tenth of a
cent a pound per month. The rates of Eastern cities are
usually higher than in the West. About ninety per cent. of
the storage business of the East is in goods shipped from
the West. The refrigerator car is a valuable adjunct to the
business. The temperature of the cars is about 45°.

Although no ice is used in the modern cold-storage
plant, yet the ice has become a very valuable by-product.
Since all the facilities for its manufacture are at hand it
has become a matter of commercial expediency to employ
them to the company’s profit in the production and sale
of a commodity indispensable to modern life,
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QUESTIONS FOR REVIEW

1. Give some particulars in which the Bank of England
differs from our larger national banks.

2. A bank cheque is a demand order for money drawn
by one who has funds in the bank. How does a eheque
differ from an order on A—— B—— to pay bearer a cer-
tain sum of money ?

3. You are sending a cheque through the mails to John
Brown, Chicago. How will you prevent the cheque from
falling into the hands of the wrong Brown?

4. Youidentify A B at your bank. The cheque
A B presented turns out to be a forgery. Are
you responsible ?

5. What is meant by power of attorney? How should
an attorney indorse cheques for any person for whom he
is acting ?

6. What is a certified cheque? Brown gives A an ordi-
nary cheque for $1000, and B a certified cheque for
$1000. He fails before either cheque is presented. Why
is B's security for his claim considered better than A’s?

7. Show how all the banks of the United States are
connected through the clearing-house system.

8. How do State and national banks differ as to their
organisation ?

9. A national bank has a capital of half a million. A
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