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heavily. T’ll admit that the salesman
was wrong. But what about you your-
self? Did you really ‘investigate before
you invested'—or afterwards?”’

The investor looked sheepish.

“I guess,” he said, “that some of the
blame is on my shoulders.”

The conversation just reported has
been left purposely vague because the
important thing is not the particular
misstatement of the salesman. The
thing I wish to emphasize is that just
because a man is a security salesman,
working perhaps for a house of recog-
nized standing, he is nevertheless hu-
man, limited in his knowledge, and,
above all; consciously or unconsciously
biased in favor of the goods he is offer-
ing.

One should never buy securities from
a salesman unless there is excellent evi-
dence that the salesman represents a re-
sponsible house, If he does represent a
good house, you will not have to ask him
for his credentials. He will show them,
and he will carry with him printed cir-
culars about his offerings which will con-
tain sufficient information to give you a
very fair idea of the merit of the offer-
ing. In the case of a reliable house the
statements which appear in the circular
can generally be taken at their face
value. ) .
A great many securities are sold by

the house-to-house or office-to-office -

"method. In the big cities the represent-
atives of the well-known investment
houses have their regular rounds of calls
to make on their more or less regular
customers. In addition, salesmen from
less well known firms are sent up to
“work” wvarious lists of names—club

lists, alumni lists, lists of doctors, law-
yers, ministers, and so on. The poten-
tial customer who has never bought
securities tends to feel flattered when
called on for the first time by a sales-
man, and if the salesman is clever and
a little unscrupulous, he knows how to
make the most of this feeling and to
turn it to his own advantage.

No reputable security salesman work-
ing for a reputable house will do any
one of the following things:

1. Promise or suggest unusual prof-
its.

2. Try to stampede the customer to
“buy now.”

3. State that this investment is being
sold direct to “the people” in order to
prevent Wall Street control.

4. Reveal a “confidential” list of large
stockholders.

5. Claim that he and his friends have
put all that they owned or could borrow
into the corporation.

6. Whisper that he understands that
there is a standing offer from the biggest
company in the field for the company
whose stock he is selling.

7. Claim that the company “will al-
ways buy back its stock from a customer
who needs cash.”

8. Use high-pressure “hurry-up” tac-
tics. C

This list could be somewhat extended,
but it is probably long enough now to
put the unsuspecting on his guard.
There is—or should be—no more mys-

“tery about an investment than about a

player-piano, an automatic refrigerating
machine, or a pair of shoes. In every
case when a salesman meets a pros-
pective customer there is a legitimate
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bargain to be made, on a legitimate
hasis. ’

What would you think of a man who
called at your home to sell you a vacuum
cleaner and spokeé as follows: “I am
giving the opportunity to buy this vac-
uum cleaner just to a few people who
have been recommended to -us” (by
some scout who gets a commission). “It
is the best vacuum cleaner on the mar-
ket. I will not demonstrate it, but I will
tell you that J. P. Morgan has been try-
ing to buy the company in order to put
up prices and add to his millions, The
cost to-day is $62.50, but next week the
price will go up to $94.78, so this is the
chance of a lifetime. Here is a fountain
pen and here is the dotted line.” -

Burlesque as this may be, it is not a
great exaggeration of the methods used
by some security salesmen. They get
away with it because of the peculiar
psychology of some would-be security
buyers, ‘

The proportion of honest and con-
scientious security salesmen to crooked
or devious ones is much more heavily in
favor of the former than it was a few
years ago. Probably the vast majority
of the men and women who make their
living in this way are all right. Cer-
tainly it is true that practically all those
who have remained in the “selling game”
for a period of several years respect it
and themselves and govern themselves
accordingly. Against these it is not
necessary to put up any defenses. But
the alert investor will always be on the
lookout for the security salesman who
does not measure up. If he is of this
type, it is certain that what he has to
sell will be likewise, W. L. S.

From Inquiring Readers

IT was “listed on the Boston curb,” and

it went bad. The name of the stock
is Bagdad Silver Mines, The purchaser
bought in good faith and on the promise
of a salesman as to dividends. For a
time there was a market for the stock—
or what was dressed up to look like a
market, Now, apparently, nothing.
“Can you help us?” he wrote.

“We are sorry to say,” we answered,
“that there is a very small possibility of
your getting your money back. The old
rule ‘caveat emptor'—let the buyer
beware—applies in this case. The fact
that you bought as a result of misrep-
resentation is hard to prove—although it
is, of course, the fact.

“The only chance of getting your
money back is for the price of the stock
to go up sufficiently. = Speculative stocks
of this kind are manipulated by brokers

in such a way that there is rarely a real
market. The game is to sell new stock
all the time rather than to allow trading
in the old. The reason for this is that
the promoters make their money in this
way and not by trading.”
A READER in the East holds the fol-
lowing securities:

Anaconda Copper Mining Company
6s, due 1953,

New York Telephone 6s, due 1941,

New York Edison Company 6%4s, due
1941,

New York Central Debenture 6s, due
1935,

Oriental Development Company 6s,
due 1953,

United States Rubber 5s, due 1947,

American Locomotive common,

Straus Real Estate Bonds.

He considers selling American Loco-
motive and possibly New York Edison,
buying Armour of Delaware 5%5s of
1943, Suburban Light and Power Com-
pany, Ohio, 5%4s, due 1953, and Inland
Power and Light Corporation 30-year
6s. “I might add,” he says, “that I am
thirty-five years old, married, with four
young children. My salary is $3,000,
out of which I save about $500 each
year,”

The problem thus put up to us is
thoroughly interesting. Our analysis:

“In the first place, your present hold-
ings are all excellent investments. None
of your bonds are selling above the pres-
ent call price. It would be well for you
to make note of the call provisions, so
that if the prices go up above these
points you can sell. Of course, you have
a very fair profit on some of these bonds
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which you might well wish to take and
reinvest.

“As to your proposed investments,
Armour of Delaware is the best of the
three. :

“You have a very fair yield on your
capital, and we see no compelling reason
for making sales or exchanges. In your
circumstances, we would feel that you
have now a very good ‘back-log’ which
should not be disturbed.

“As to future investments, it is not
our policy to suggest specific securities,
but we shall be glad to give you any in-
formation we can on stocks or bonds
which interest you. Have you given
thought to any common stock invest-
ment trusts? We feel that for the small
investor such a trust gives a degree of
stability and diversification which can-
not be obtained in any other way.”

Goop friend in Maine writes us as
follows:

“I am interested in your statement,
issued on June 22, regarding real estate
bonds, but there is one feature regarding
these bonds now being issued which you
may wish to consider—i. e., the guar-
anty of prompt payment, principal and
interest, of such bonds by responsible
bonding companies such as the National
Surety Company, the Maryland Cas-
ualty Company, and others,

“It may be that you will wish to make
some further comment on this feature of
this class of investments.”

The only comment we would make at

.this time is that the standing of the

guarantor company is of vital impor-
tance., A guaranty is no stronger than
its maker.

A PRETTY good little list is suggested
by a reader in Virginia. Its char-
acter can be judged by our answer:

“Studebaker common is one of the
best of the motor stocks. The preferred
is generally rated as in the investment
class, The common is rated almost as
high.

“United States Rubber common is
speculative. It is not a ‘wild’ specula-
tion; but, on the other hand, it is not
an investment for widows and orphans.

“Nichols & Sheppard. I presume you
refer to the new issue of 10-year 6 per
cent notes. We consider these sound.

“Standard Oil of New Jersey com-
mon, A high-grade investment,

“Arundel Mortgage Company. You
speak of the bonds, These are well se-
cured, and, in our opinion, of investment
grade. As you do not mention any spe-
cific issue, we would suggest, if you are
contemplating purchasing, that you ex-
amine carefuily the provisions of the
issue that interests you.”

Free for All

Stamps and the Air Mail

ON page 273 of the June 29 issue you
state: “For the first time, also, au-
thorized and official mail across the Atlan-

tic by airplane will be carried by the<

America.”

I would point out that thig statement is
incorrect. Probably some philatelist near
home will have drawn your attention to
the error, since the stamps used by the
Alcock-Brown mail have already become
guite valuable. The several authorized and
official mails, to my knowledge, commenced
with the heroic attempt of Messrs. Hawker
and Grieve, who left here on May 18, 1919,
both of whom dropped - into the Aftlantic
and were rescued some distance off the
coast of Ireland. This was followed within
a month by the successful accomplishment
of Messrs. Alcock and Brown, who left here
on June 14, 1919, and reached Ireland six-
teen hours and twelve minutes afterwards.

On May 23 of this year Pinedo left Tre-
passey, Newfoundland, for Rome, Italy, via
the Arzores, calling at Madrid and Lisbon,
and reached Rome on June 22, carrying
some three hundred letters.

As a subscriber of your paper, I thought
vou would be interested in- having your
attention brought to the error referred to.

Considerable local flying with mails from
points within Newfoundland were made by
Major Cotton and Captain Bennett in 1921
and 1922, with malils from Botwood, New-
foundland, to Cartwright, Labrador; on
March 30, 1923, stops were made and mails
dropped at St. Anthony and Battle Har-
bour. This trip was made in midwinter
and a severe blizzard and snow-storm was
encountered. The return trip was made in
seven hours, only five of which were

passed in actual flying. The machine was
equipped with skids for landing on the ice,
which was successfully performed, with
only slight damage to the gkids.

Three sacks of mail were brought from
Cartwright,” five hundred miles away, in
seven hours, which, if sent by the only
other available means—that is, by over-
land mail carriers to Quebec—would take
as many weeks; in fact, only three to four
mails are sent to Cartwright, on the Labra-
dor coast, from January 1 to May in each
year,

I, personally, have business interests
fifty, two hundred and fifty, and three hun-
dred miles apart, all of which have lakes
and dams near by, and I am looking for-
ward to the advent of a practical and
economical commercial seaplane.

St. John’s, Newfoundland. H. MaCPHERSON.

Bullets of Gold

HAT article “The Red Man and the

Black Hills,” by Colonel Charles F.
Bates, is more than interesting—it is sadly
true.

.But as to gold, its presence in that re-
gion has long been known to a few. In
that almost forgotten book “The Oregon
Trail,” which I read as a boy seventy-five
yvears ago, Mr, Parkman, quoting a trap-
per's words, says, “There is gold in the
Black Hills.” I have not the book at hand,
but the statement is there, and can be read
to»_day. There is a tradition also that the
red men there used bullets of gold in their
firearms. 1 have read that story some-
where in past years, but cannot locate its

place. JOHN K. NORCROSS,
Brooklyn, New York,
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you desire unquestioned safe-
ty of principal, you want
SMITH BONDS.

For over half a century this
House has continuously and suc-
cessfully served First Mortgage
investors and never more faith-
fully than it serves them today.

Its first thought has been and is the
interest of its clients, protecting their
principal and providing as high rate of
income as is justifiable.

While following this policy this House
has developed safeguards to which it
strictly adheres.

Let us tell you about them
Ask for Booklet “6-40"

Our Mail Service Departinent

No matter where you may be you
can avail yourself of the Mail Order
Service of our Home Office inWash-
ington, D, C. Your investments
and inquiries will be given the same
personal, efficient and courteous
attention you would receive if you
called at one of our offices.

“Jhe EH.SMITH (0.

SYounded 1873

Smith Building, Washington, D.C.
285 Madison Ave., NewYork,N.Y.
Branch Offices in Other Cities

Kindly send Booklet and information regarding
SMITH BONDS.
NAME

“6-40"
ADDRESS,
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Facts

For Investors
The Outlook’s Financial

Service Department is at
the disposal of all Outlook
readers at the nominal
charge of $1 per inquiry.
It is a fact-finding and
reporting information
service which aims to
help the investor, small or
large, solve his own prob-
lems. We are serving hun-
dreds. May we serve you ?

The Outlook’s Financial

Service Department

THE OUTLOOK
120 East 16th Street, New York




