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Finance. 
THE STEEL CORPORATION'S DIVI­

DEND. 

That the increase in dividend on tlie 
1500,000,000 common stock of the Unit­
ed States Steel Corporation, announced 
by the directors on Tuesday of last 
week, has been received with mixed 
feelings in the financial community, and 
with a very considerable measure of dis­
approval, probably no one in touch with 
financial opinion will deny. The exist­
ence of such a feeling calls for explana­
tion; because increase in dividends of 
industrial corporations is usually ac­
cepted as reflecting industrial prosper­
ity, and therefore as an agreeable sign 
of the times. 

Such unfavorable judgment as may 
have been evoked by this third increase 
in the "Steel dividend" within twelve 
months is based, it may safely be as­
serted, on three well-known facts—that 
a similar policy, at the outset of the 
company's career, had results which 
confirmed the- criticisms then passed 
upon it; that the company's recent 
earnings, though very large, are less 
than they were in such a year, for 
example, as 1906, when a very differ­
ent dividend policy was pursued; and, 
finally, that while dividend payments 

' are now larger than in those other 
years of prosperity, very much less is 
being j)ut back from earnings into the 
property. It would not be possible, fur­
thermore, to ignore the effect produced 
on conservative opinion by the wild and 
prolonged speculation in the stock 
which has accompanied these successive 
advances in the dividend. 

In his public statement, submitted 
with last week's announcement of the 
dividend, the chairman of the directors' 
board explained that earnings in excess 
of interest charges, during the nine 
years of the company's history, have 
averaged 8% per cent, per annum on 
the common stock, whereas dividends 
actually paid have averaged only 2.3 per 
cent. To people unfamiliar with com­
pany finance, this would appear to be a 
conclusive argument. But the. statement 
omitted to mention that there were oc­
casions, during those nine years, when 
no dividend whatever was earned on 
the common stock, and that the large 
appropriation of earnings to improve­
ment and construction, during subse­
quent years when profits were again at 
a maximum, was plain recognition that 
a mistaken policy had been pursued in 
the previous scrimping of such appro­
priations. 

Judge Gary did not say that the need 
for expenditure of this sort, on the old-
time scale, is definitely past, and we 
have the very high authority of the 
Iron Age for the fact that such require­
ments, this year, will normally be as 
heavy as ever before in the corpora­

tion's history. Yet an appropriation on 
the scale of 1906 would have put quite 
out of the question the payment of last 
week's increased dividend. These crit­
icisms are made regretfully; but they 
are necessary, because the interests of 
the investing public are involved more 
closely than usual in ultra-conservative 
industrial company finance, and because 
the example of so great a corporation 
as the United States Steel is bound to 
affect the policy of other companies. 

The quarterly dividend is not in­
creased, to the highest rate in the 
company's history, in response to 
earnings for the quarter which also 
surpassed all precedent. On the con­
trary, there were two quarterly pe­
riods in 1909 when the net receipts of 
the three months ending with last March 
were exceeded, and there were also three 
quarterly periods in 1907, three in 1906, 
and one in 1902, which made a better 
showing. Indeed, results for the open­
ing three months of 1910 did not come 
up to expectations of a few weeks ago; 
the net earnings fell short by two to 
four millions of the estimates then prev­
alent. 

It was believed on "Wall Street, when 
well-informed people, three or four 
weeks ago, changed suddenly from pre­
dictions of a 5 per cent, rate to hints 
of an unchanged 4 per cent, level, that 
the smaller showing of the quarter's 
earnings had convinced them that this 
was not the time to increase -the divi­
dend. If so, they were overruled. It 
is true that the quarter's earnings, af­
ter meeting interest and depreciation 
charges, and appropriating $5,000,000 for 
construction expenditure, left $6,532,000 
for the surplus. But in- the correspond­
ing quarter of 1907, $14,500,000 was ap­
propriated for construction; in 1906, 
$10,000,000. For the twelve months, out­
lay on that account was $50,000,000 in 
1906 and $54,000,000 in 1907. 

The difficulty which besets very many 
people, in studying the Steel Corpora­
tion's finances, arises from the magni­
tude of the figures in the company's 
reports. Fifty million dollars seems so 
prodigious a sum to expend in a year 
for construction and improvement, that 
the average mind is ready to accept the 
idea that, this vast expenditure having 
once been made, no more ought to be 
needed for a good many years to come. 
This was why the total omission of 
such expenditures in 1908 attracted lit­
tle comment. But if an improvement 
appropriation of $50,000,000 is a large 
figure, so is a billion-dollar capitaliza­
tion. If a steel manufacturing company 
with $10,000,000 capital were to appro­
priate in one year $500,000 for such pur­
poses out of earnings, nobody would ex­
press any great astonishment. Yet the 
ratio of such expenditure to capitaliza­
tion would be the same in that case as 
with the Steel Corporation's $50,000,-
000. Exactly what is required in any 

given year is a matter to be deter­
mined by the condition of the steel 
trade, by the existing state of the com­
pany's plants, and by the policy pursued 
by competitors. But all traditions of 
the steel trade are to the effect that 
the safe course is to err, if error there 
must be, on the side of generous appro­
priations. Least of all has experience 
warranted the intimation, in an indus­
try whose fortunes even nowadays a.re 
apt to make it alternately "prince and 
pauper," that a high dividend, fixed un­
der such conditions as have lately pre­
vailed in the trade, should be considered 
as permanent except so far as "extra 
dividends" may enhance it. 

Every one interested in the prosperity 
of American trade and American finan­
cial markets will hope that the 5 per 
cent. Steel dividend will be maintained 
to the end of time, and that no trade 
reaction will ever come again, such as, 
in 1904, forced suspension of all pay­
ments on the common stock, simply be­
cause the earnings were not large 
enough to pay them. But the Steel Cor­
poration is still young, and it remains 
to be seen to what extent the American 
steel and iron industry is destined to be 
subject to the same vicissitudes as in 
the past half-century. 
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