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FOREWORD.

“People will endeavor to forecast the future and make
agreements according to their propheey. Speculation of
this kind by competent men is the self-adjustment of society
to the probable.”’—Judge Holmes in a U. 8. Supreme Court
Decision.

“A study of past disturbances leads to the eonviction
that no severe depression has occurred which was not pre-
ceded by loud warnings. These warnings ought not to pass
unheeded and in order to recognize them promptly, it is
necessary that accurate statistics be furnished. Much im-
provement has been accomplished in the last few years,
though it is to be regretted that so much of our statistieal
information is fragmentary or inaceurate. Official and pri-
vate publications furnish mueh valuable information. . . .
Other statisties, which are inadequate or lacking, and which
would be of great value, are those pertaining to the employ-
ment of labor, eapital invested in new enterprises, amounts
expended in new construction, volume of production in
the various kinds of manufactures, and statisties of state
banks and savings institutions similar to those pertaining
to national banks. After making due allowance for the
insufficiency of statistics, it must be said that the failure
to pay sufficient attention to those already available is
equally to be regretted.’’—Senator Theodore E. Burton,




INVESTMENTS AND SPECULATION.
By Louis Guenther.
INTRODUCTION.

Every head of a corporation, every business man, in
fact everyone employed in a regpongible position and upon
whose judgment the suceess of an enterprize largely de-
pends, should provide himself with a general knowledge of
the problem of investments and speculation.

Investment and speculation are so closely associated
with the well-being of frade that the two are inseparable.
Figuratively gpeaking, they are the propelling forces gov-
erning the money market, which, in turn, is the vital life-
blood of business, This is an indisputable fact. It eannot
be denied,

Many a merchant and many a manufacturer who has
mastered the problem of investment and speeulation has
been able to put his knowledge to great financial advantage
in his ability to foresee a drain upon the money market and
its consequent effect upon interest rates by providing for
all his banking accommodations long before interest rates
have hardened.

So, also, have they been able by anticipating a depres-
sion in trade to eurtail expenditures and guard their eredit
accounts from weakness. Such a knowledge prevents them
from being caught off their guard by a sudden dropping off
in buginess. And, vice versa, they are in a position to detect
arevival in trade by the same barometer, the money market.

As it is also true that business, whatever may be its



nature, is a ealling, purely confined to the making of profits
some time or other, surplus funds are aceumulated which
are intended for investment. The intelligent and safe in-
vestment of such idle funds requires a general knowledge
of investment and speculation. Fortified with such knowl-
edge, the owner of surplus funds guards himself from seri-
ous errors, It inculeates in him the absolute importance
of being guided by actual faets, and not by hearsay advice
of others. It can harm no one to know how to differentiate
between investments and speculation; it can only benefit
him.

The author of Investments and Speculation in this series
on Business Administration has undertaken to handle an
unusually dry subjeet in such a way as to make it interest-
ing reading.  While not a text book in any sense of the
word, it still exhanstively covers Investments and Specula-
tion and its different phases so that it conveys dirvectly to
the reader’s mind a thorough knowledge of the fundamen-
tals of each. Not only will this book prove a great help to
all business men, but equally instructive to any who have
an ambition to enter the banking or hrokerage business.

This reference book presents an exhaustive treatment of
all phases of Investments and Speculation, furnishing the
thoughtful reader with reliable information for guidance in
business transactious.




I. DEFINING INVESTMENT AND SPECULATION.

Defining the difference between investments and specu-
lation will not prove an easy task, as there are no fast and
set rules to distinguish the one from the other.

The lexicographers commonly describe the word invest-
ment as follows: -*“To lay out capital in the purchase of
property for permanent use as opposed to speeculation.”

And then they state that speculation is: ‘“*To make a
purchase or investment that involves risk in the hope of
probable gain’’; again, * As a more or less risky investment
of money in expectation of considerable gain.”

It is plain to see that in each case the word means the
employment of capital for gain. Broadly speaking there
is no distinetion between the two methods of laying out
capital, beyond that made in the public mind by the meas-
ure of rigsk involved. In human experience it has often
turned out that such measure of risk has so changed, from
what seemed, on the yesterday, to have been surrounded
by all the safeguards against loss, as to embrace all the ele-
ments of hazard on the morrow.

This may appear rather a strange statement. Still it is
an indisputable truth. A simple example will easily estab-
lish it: For instanece, there is no safer investment in the
mind of the public than a government bond; at least so far
as our own government bonds are eoneerned. Suppose, how-
ever, a government was conquered and its possessions in-
vaded by the forces of a foreign foe, what would be the
natural outeome of such a disaster? The securities issued
by the stricken nation would rapidly decline in value,
through the apprehension aroused among investors over
the uncertainty as to how the invaders would deal with
the nation’s erveditors. They could, if they so desired, wipe
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