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The Financial Department is prepared to furnish information regarding standard investment securities, but cannot
undertake to advise the purchase of any specific security. It will give to inquirers facts of record' or information
resulting from expert investigation, and a nominal charge of one dollar per inquiry will be made for this special service.
All letters of inquiry should be addressed to THE OuTLOOK Financiar DeparTMENT, 381 Fourth Avenue, New York

« AVERAGING DOWN?”

of many stocks are considerably lower than they were a

year or two years ago. In fact, almost every investor
owns shares of stock in some corporation which have a lower
market value than they had at the time he purchased them.
He is therefore faced with the problem, which sooner or later
confronts practically every investor, of what to do about it.
Should he keep his stock? Should he sell it? Or should be
buy more of it and thus “average down” its cost? e
Many questions of this sort have been asked in récent months.

FEW people need to be reminded of the fact that the prices

People are still asking them. In one mail last week three peo-
ple asked the Financial Department for its opinion as to
whether they should buy more of some stock they owned and
which had declined considerably in price. “Averaging down’
is a process which seems to appeal to large numbers of people,
and we do not hesitate to say that under certain conditions it
may be a wise thing to do. But, like all good things, it can be
overdone and it has its elements of danger. )

If a man buys ten shares of stock at $100 a share and then
watches it decline, he is either disturbed or he sees a chance—

CENTURY ago handwork
and individual production
marked all industry.

With the coming of the factory
system, division of labor, and
quantity production, the whole
character of industry changed.

As our modern huge corpora-
tions grew from this individualism
of a hundred years ago, so the idea
of the corporate trustee has grown
out of the system of individual
trusteeship, to meet the changing
needs of business and of society.

The need for a responsible cor-
porate trustee was first met by the
trust company.

Today, .trust companies of the

The Trust Company—
A Hundred Years
of Service

Since the Days of the
| Hand Forge

United States—now in their hun-
dredth year of service——have a
huge volume of trust business. )

These companies act in trust
and fiscal relations in connection
with corporate issues estimated at
more than seventy billion dollars;
they are administering estates and
personal trusts aggregating many
billions more.

This Company serves corpora-
tions and governments as trustee,
registrar, transfer agent, and in
every trust relationship; for in-
dividuals, it acts as executor under
wills, trustee, and in all capacities
for the administration of estates
and trusts,

‘Guaranty Trust Company of New York

140 Broadway




or thinks he does—to acquire additional
shares cheaply, and thus benefit himself
by reducing the average cost of his total
holdings. Suppose, for example, the
price declined from 100 to 50 and he
bought ten additional shares at the lat-
ter price. He would then own fwenty
shares, ten bought at 100 and ten at 50,
for a total cost of $1,500, or an average
cost of $75 a share. He has “averaged
down” the original cost twenty-five
points; the stock will only have to go
back to 75 in order to enable him to get
out even, whereas, if he had not pur-
chased the extra ten shares, this would
not have been possible unless the price
reached 100 again. It all sounds rea-
sonable enough, and we repeat that
under certain conditions “averaging
down” the cost of a stock in this way is
a rather sage thing to do.

“Averaging down,” however, is the
device of the speculator rather than of
the investor. The speculator is inter-
ested in the price of a stock and cares
little about its safety or its dividend-
paying abilities except as these qualities
have a bearing on the price. The inves-
tor, on the other hand—theoretically at
least—should pay little attention to the
price at which a stock is selling, but a
great deal of attention to the question
of its safety and the probabilities of its
paying regular dividends. The specula-
tor is concerned with profits only; the
investor 1is, or should be, interested
solely in safety and yield.

It is often an extremely difficult thing
for a man to bring himself to the point
of taking a loss. He sees the quotations
for his stock declining day by day, and
at first he assures himself that it is a
temporary condition. He expects the
stock to ‘“come back.” On the other
hand, it frequently happens that the de-
cline continues, and to sell would in-
volve a greater sacrifice with every day
that he postpones action. He wishes he
had sold when the decline first started,
but the same psychological reasons that
made him hesitate then eause him to de-
lay now. Perhaps a man dislikes taking
a loss because he thinks that to have
purchased a stock which has declined in
price is a reflection on his good judg-
ment. It is safe to say, however, that
no one who has ever purchased securi-
ties to even a moderate extent has es-
caped the experience of seeing them
quoted for less than they cost him.

But when prieces go down, that is the
time for a man to keep his wits about
him, to keep cool, and not get panicky.
It sometimes happens that a man who
expects a stock to come back, and who
is not.disconcerted at all by a few points
decline, loses his head entirely when
the decline has become more marked,
and, without any clear idea of what
he is doing or why he is doing it,
sacrifices his holdings for whatever he
can get for them. When prices are ad-
vancing, no problem is presented, and
one of the oldest sayings in Wall Street
is that no one ever lost money taking a

profit, but when stock prices are goingl

down it is oftentimes a serious question
as to what to do.
One of the solutions which frequently
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“He tells me
Confidentially ...”

*

HE THousanps who have invested

money on the strength of uncertain
rumors and misinformation, testify to the
danger of well-meant but unsound advice.

Investment information and advice, based
upon careful study and long experience, can
be had for. the asking at-any National City
Company office. If there is no office in
your city, your correspondence will have
our best thought and attention.

Our monthly list is made up of Bonds that
‘we have ourgelves purchased and believe to
be prime investments. A copy on request—
sent to you monthly if you wish.

The National City Company

National City Bank Building, New York
Offices in move than 50 leading cities thvoughout the World

BONDS SHORT TERM NOTES ACCEPTANCES
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Consider the Security of Wasl

INNEARLY EVERY CITY some dominant factor influence:
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real estate values. One city may be a commercial center,

another an industrial center, another a shipping center, another
a mining center, another an oil center, -

Washington is a Government center—a national city.
The business of Government does not have depressions’ and
does not become dull. It goes on year in and year out, grow-
ing steadily with the growth of the nation,

Our 79, First Mortgége Investments, sold in denomina-
tions of 100, $500 and $1,000 under our Ten-Month Invest-
ment Saving Plan, offer you the complete security of income
producing business property in the heart of Washington. 7

7\{0 LOSS TO ANY INVESTOR IN 49 YEARS

Ok EHSMITH OMPANY

Send for our illustrated booklet, Gounded 473
“Washington, the Heart of cAmerica” - §1 5 FIFTEENTH STREET NW
Address Department. 7 WASHINGTON. D.C.

This Big 5 Pound Bag of sl 15 The Vagor
Delicious Shelled Peanuts ~ Hs Treatment
3 Direct from grower by Prepaid Parcels for Coughs

Post to your door. More and better Est. .
peanuts than $5 will buy at stands or b and Colds

stores. Al i i; - . . :
ing of ng;lgeg"‘g;y?%‘gpgsf gﬁgufe;ls The time for Vapo-Cresolene is at the first indica~

foods, W ; tion of a cold or sore throat, which are so often
Send and ship ag ggggnfge}brg%%{g& d?\%(?ﬁ% the warnings of dangerous compl’ica.tiuns.
t"i)r . back if not delighted. ) Simgge %ousei you ju(slt ]ilghb the litt]ellalln)p dt;hat V{all)OP
ecipe EASTERN PE ? izes the Cresolene and place it near the bed at night.
Book ANUT C0.. 13, HERTFORD, X.C. The soothing antiseptic vapor is breathed all night,

making breathing easy, velieviug the cough
and easing the sore throat and congested chest.

Cresolene is recommended for Whooping
Cough, Spasmodic Croup, Influenza,
Bronchitis, Coughs and Nasal Catarrh.
Its germicidal gualities make it a_reliable protection
when thege diseases are epidemic. It gives great
relief in Asthma.

Cresolene has been recommended and used for the past

42 years. The benefit derived from it is unquestionable.

Sold by druggists. Send for descriptive booklet 31.
The VAPO-CRESOLENE CO., 62 Cortlandt St., New York,
or Leming-Miles Bldz., Montreal, Canada.

Don’t Wear

a Truss

Brooks’ Appliance, the
modernscientific invention, the
wonderful new dis-overy that
relieves rupture, will be sent§
on trial. Noobnoxious springsfi
or pads. MR. C. E. BROOKS

Brooks’ Rupture Appliance

SEQ WHILE
YO SLEZP!

N 3 During; the - g1
Has automatic Air Cushions. Binds and Are YOll An l“vesmr "' Fin;tll]cgiall Eﬁ?tsgryz?l Tl:g
draws the broken parts together as vou would Outlook has helped hundreds of Qutlook readers to solve
a broken limh. No salves. No lies, Durable intelligently their particular investment problems. Perhaps
cheap. Sent on trial to pro.ve it Pr(')t ted b s you are contemplating a shifting of your present holdings
U. S. patents. Catal d m ected by or have fresh funds t0_invest. In either case we shall be
3 D X alog and measure blanks glad to give you specific information on any securities in
mailed free. Send name and address today. - which you may be interested. A nominal charge of one
Brooks Appliance Co., » 471H State St., Marshall, Mich. dollar per inquiry will be made for this special service,

The Qutlook Financial Depariment, The Outlook, 381 Fourth Ave., N. Y. C.
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FINANCIAL DEPARTMENT
(Continued)

seems to occur to the investor in such
a situation is to buy more of the same
stock at the lower price and thus
“average down” the cost of his holdings.
Before putting this idea into effect
however, it is well for the investor to
ask himself a few questions. The first
is, why the stock has gone down. Is it

due to high money rates, which always

tend fo depress security prices, and not
because the condition of the corporation
which issued the stock has suffered a
change tending to make the stock in-
trinsically less valuable? High money
rates—that is, abnormally high rates—
are ysually temporary in character, and
if the decline in the price of the stock
can be traced to this cause then it is
entirely probable that it might be sound
policy to purchase more shares and
“average down” their cost.

If the price has gone down because
the corporation has suffered reverses in
its business, it is well to find out
whether the conditions which brought
this about are of a temporary or perma-
nent nature. If they are temporary—
and of course this cannot always be
determined—here again it might be
profitable and wise to “average down.”
On the other hand, if they seem perma-
nent the thing to do is to sell and sell
quickly, get all you can for your stock
and reinvest the proceeds in something
else which promises greater safety.

In other words, too much attention
should not be paid to the selling price
of a stock, nor an effort made to get too
high a yield. The general rule is a
pretty safe one, that the higher the
yield the less the safety, and safety
should be the first consideration of every
investor. Preferred stocks yield less
than common stocks, because they have
a prior claim on assets and earnings,
and are consequently better invest-
ments. The better a thing is, the more
it costs.

And when a stock goes down there is
a reason for it. Discover this reason,
if possible. If you bought some of it at
100, later on it sells at 60 and you are

‘considering the purchase of additional

shares at the new price, forget about the
fact that you previously paid 100 for it.
Ask yourself if it is a good investment
at $60 a share. That is the question to
be decided, and the only one. If you
decide that it is a good investment at
that figure, buy it, and automatically
you will have averaged down its cost.
If it is not a good investment at 69,
don’t think about buying more, but dis-
pose of what you have even if it does
involve a loss of $40 a share. Better to
lose $40 a share than run the risk of
holding on and losing even more than
that.

Our idea about the purchase of stocks
——or bonds—is, first of all, to consider
safety; if a security is not safe, it is not
worth thinking about. The second point
is regularity of income, and the best

way to decide this is to inquire into the

company’s earnings .over a period of
vears. If earnings have regularly been
sufficient, and by a comfortable margin,

-
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for long enough (o have established the
fact of the company's sucecess, the prob
abilities are thaf they will continue to
be sufficient.  There is no hetier way to
judge of future prospecis than hy past
performances, This is just as true of
securities as il is of horse racing, and
il is for thig reagon that the stock of
practically every new enterprige must be
looked upon as speculative. The third
point to settle with regard to securities
is their marketability, but this is inei-
dental to the first two. Don’t buy a
stock hecause it is selling for less than
il was, but only if it seems safe and if
it promises to continue regular divi-
dends. Don’t try to “average down”
costs if this means you are going to ex-
pose yourself to the chance of sending
good money after bad.

CONTRIBUTORS’
"GALLERY

EORGE HAVEN

PurNAM  CODh-
tributes an article
on Lincoln’s Cooper
Union address and
the part that Bry-
ant played in bring-
ing the “young
Illinois lawyer” to
New York. Mr.
Putnam was born
in 1844 in London.
He attended the Sorbonne and the Uni-
versity of Gottingen, and served in our
Civil War as a major. In 1899 he be-
came president of G. P. Putnam’s Sons.
He is the author of “Abraham Lincoln—
the People’s Leader in the Struggle for
National Hxistence” and many other
volumes.

LiaM P, HeoMm, JR., newspaper

man, was born in Virginia thirty-
eight years ago. He first smelled print-
ers’ ink in the office of the Knoxville
“Sentinel.” Later he became reporter
and city editor of the Newark “Morning
Star,” and in 1911 a reporter on the
staff of the Associated Press in New
York and -Washington. After occupy-
ing a position as assistant to the vice-
president of the National Coal Associa-
tion for four years, he reiurned to his
former work, and at present is an active
newspaper man in Washington.

OROTHY CANFIELD FISHER contributes

to this issue “A Great Love,” the
second of a series of short character
stories which will be published from
time to time in The Outlook.

LOUISE AYRES GARNETT is a dramatist,
composer, and poet. She has writ-
ten a play, “Master Will of Stratford,”
together with "its incidental music, and
some verse-books for children.

LBERT FraNcIs Barpwix has been on

the editorial staff of The Outlook
since 1893. Previously he was asso-
ciated with the New York “Mail and
Express,” and before that with the
“Independent.” Mr. Baldwin was born
in Cleveland, Ohio, and educated at
Williams College and the University of
Berlin,
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DEPENDABLE

. . because the world

knowsthat theyare the
official travel cheques
of the American Bank-

ers Association .+« « oo

FACTS

About A. B, A. Cheques

—universally used by travelers and
accepted as money in every land.
—your counter-signature in presence

of acceptor identifies you.

—safe to have on the person because
they cannot be used until they have
been countersigned by the original J
holder.

—safer than money, and frequently
more. convenient than Letters of
Creditbecause the bearer is less de-
pendent on banking hours.

—issued by banks everywhere in de-
nominations of $10, $20, $50 and
$100.

—compact, easy to carry,handy touse.

TRAVELERS’

A-B-A it Cheques

Ask for them at your bank or «write for particulars to

BANKERS TRUST COMPANY
New York City




