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ROMAN

Large Profits for Foreign
Institutions in Inviting

rieid Heretofore Neg

lected Which Ameri-
cans Are Likely Soon

to Enter

By CHARLES M, PEPI'ER,

ANKING In Houth America has
its romance. Also it has had,
and #till haa jte profits, which

reach romantic flgures

Porelgn banking In Santh Amerlea
may be sald to have begun a littie |
more than half a ceatury ago 1t

was in 1882 thnt |.h¢- Landon and River
late Bank was establ'shed in
Ayres. It had a suhscrihed capital of
approximately  §7.500,000, of
4,600,000 was paid in 1t has now a
siubseribed capital of  $1408000%0,  nF

which

which $8.760.000 is prid up '8 reserve

a fraction under $10.000 000

During the early yvears ®on was
spreading out and establls
‘omfortable dividends were pa'd In
1896 1t was going alon® st a dvidend
rate of 18 per cent. per annum, wiih
nccasional additional

ing branches

way of bonuses. Tor siehi or ten jears F

hereafter it pald 19 per cent, then

t acquired the 20 per cent ‘““""”'H:hippld.
8 an annual habit, with the plus siza |
we |teresting to note that of this amount
‘OArE, Two years ago ta 5

1 some yecar A FE193.500 0000 was savings deposit=
hareholders were presented with o | The Argentine Government financial |
pecial bonus of 10 shillings, or $243. a {ihatjrution, which has some of the |
share, features both of the Hank of France

The net profits of the London and jand of the Bank of England, Is knowr

he H ' he Natlon, No
fiver Plate Bank last efir were 4 |a® the Bank of the Natl It s \‘

: & OO ON “tiila a batanes | 18 among the sixty banks of the world |
rifle over §2,000000, wir'le s which have deposits in excess of $100 .
of $1,500,000 was carried forward 1% 1 000,000, According to the latest report
laposita and current ascow 1OW FAN®e | that for 1913, its deposits were $230,000 .

|

rom $75.000,000 upward 000

The . 0 1 k af Fra >

The Anglo-Sout Aaiat Bar I'he deporits of the Bank of Fran ;

A o= ’ vi1e | fOr the same year were reported as |

vith a subscribed cap N $197.000.000. The Argentine Bank of |
ogs than $22,000,000, of v 1 DOURDUN e Natlon was only  $3,000,000 below |
« paid up, jogs along "¢ divadend rate | the Dresdner Bank of Qermany, \\hnu-‘
£ 12 per cant. L.ast reapr ita nrofite | deposites are frequently olted as an |

v 3 P 1" | if

vere in excess of $1 nstration of German thrift . |
4 g . o L T'he Bank of the Nation |s the Gov- |

The British Bank 1 Ll : s2a |
2 ernment flsead agency, and |[ts \.ulu»wl

1813 paid 17 per on Pl U0 L had the gold on which the Argentine
ipital of $4.866.000  The reqmuiar divi- fpaper currency s based. This is know;
end was 12 per cen and the bhonus as the conversion fund It has 1'--']

] ra ek , the e te

rought it up to ! ner ront Then  bran :u llll l‘hlu;;ghmul the republic |
-  Bavings deposits are heavy. {

} ras an additionai bonns of 3 per | B
eTe Was an 3 ‘. When the disturbance in eredits fo!-
rhilet s the ' et Uirn ¥

«ent.,, which made the a a 3 lowed the Kuropean war it was l?m!
he capital inveated 20 per cent, Bank of the Nation with which the

The London and Draziliin Bank also | Ngtional' (Tty Bank of New York ar- |
pald a dividend of 20 per cont. on A legpged for a mutual credit balance
ipital of $6,000,000.  ‘This ins'itution g1 000,000 in order to facilitate exchange

e over” hall o . 4
van established a littis Wil & hetween the United States and Argen-
entury ago on a cantt f Approxi- | tina,
mately $3.6060,000. For many toars it The preponderance of Rritish bank-
naintained a congervative dividend rate | ine capital In South America appears
of 10 per cent, but with tas INCRAse [ from the names of the financial insti-
if capital the rate was advanced unlil  tytions, It (8 the natural reasult of the

n 1918, with the bonus, it amounted to

!0 per cent. !

The profits of these five leading Fure-
ean banks of South America have Leen
Juplicated hy other foreign hanie with
sum capital. The Hank of Madrid and
"nenos Avres, with a capital of $2,500,-
N0, pays 16 per cent.

Boma of thess institutions confine thelr
wperationa to the east coAst countries—
Arazil, Urnguay and Argentina,  Others
cover the whole fleld. !

On the west co ere are other for-
+ign banks« In Chile It has been said
that the loans have reached tan times
he capital. There have heen instances
W dlvidends of 40 per cent, but from
5 per cent. upward ls considered sat-
stactory. The same statement holds
rue as to Peru

Ecuador ({%ers from most of the|
South American eountries in that the
reater part of the banking funds are|
ratlve capital The Guavaqull banks .nrl'i
practically independent of the European |
haln svstem
vear when they
o 20 per cent.

Bolivia has some foreign capital in the |
form of branch forelgn banks but the |
tendency there (s to encourage the na-|
ive Inatitutions. The Bolivian Bank of
the Nation i3 in process of resrganiza-
tion,
a0®, The Government propos « 1o take
100,000 shares and to pame three out
of the seven directors.

Colombia has not much forelen caplital
invested in her banks, The disordered
urrency and matters of a political char-
ieter have discouraged the establish-

ment of European banking institutions.
Itecent eveonts indicate that Ameriéan
hanks may occupy the Colombian fleld of
‘onnection with the rehabilitation of
the national finances.

Genarally speaking, the prugresa of
hanking in the Bouth American coun-
tries has been coequal with their ma-
terial progress.

The Argentina Republlie, which has
iad the greatest material advancsment,
as also shown the most marked prog-
ress*in banking. This applias to do-

et tl

do not pay from 16

mestic Institutions as well as to the'

forelgn banks.

At the beginning of ths present vear
thers were about 150 banks in Argen-
ina, with a total pald up ecapital of
$£583,000,000, ‘The total deposita wers
aprrox!mately $582,000000, It is in-

Huenns

dividends In tha |

It ia congidered a poor | COUNIries whose nationals are settled in

| to form banks based on national in-

y " ! te [
The authoriged capital 1s 220000 .| erests

| capital
| seribed chiefly in Amsterdam and Ro

C
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Harbor of Santos, Brazil, from
'which great quantities of coffee are

fact that for three-quarters of & cen-
tury surplus Britlsh capital found its
most profitable field for investment (n
South Amerlca, not only In hanks them-
selves but in railway building and
other development enterprises and In
general trade,

When Germany hegan to gn after
S8outh Ameriean trade she saw the necd
lof banking facliities, and ghe therefore
| proceeded to gel into the banking busi-
ness, The Banco Aleman Transatlan-
tico, or German Transatlantic Bank,
whose sphere of operations ils on both
coasts, organized with a capital
of approximately $5,000,000, It Is In
reality a subsidiary of the :reat‘y
Deutsches Bank gf Rerlin. Tts share.
holders are satisfled with dividends
ranging from 8 to 10 per cent., since
they also reap declded commercial ad-
vantages from the institution.

The forelgn banks usually have been
organized wilth a special view to the
bhusiness of the Jdifferent

was

European |

the various South American countries, |

So it happens that there are Fregpch |
banks, Ttallan banks, Swise banks, Hel- |
glan banks, German banks, ®“panlsh |

banks and Fnglish banks.
A recent illustration of the tendency

was the organization of
Dutch Bank of South America, with o
of $1.600,000, which was suh-
terdam, It was backed by the shippin:
interests and by some graln firms wh'~
handied part of Argentina's wheat crop

There {8 not much direct trade between
Holland and Argentina, nnt one-fifth
of that between the United 80t s and |
Argentina, yet In this Instance th
| Duteh ware mors enterprising than the
! Americans, for they organized (he bani;
hefore any st:ps had been taken “in the
| United States for simlilar Inetitutions,
| The forcign banks In the South
| American countries de not appear to
| exeite opposition en the part of the
native banks, nor is thera much eom-
petitian with them. All the larger
forelgn banks have branches which are
j enehilad to do business on a relatively
gmall capital

Exchange on the Furopear f%nancial
eapitals In iteelf affords them A very
satisfactory profit. For example, the
trade between the United States and
the 4iff:rent Bouth American eountries
is now $250,000,000 annually. The usual

Rio Branco Avenue, Rio ae janeiro, snowing types of business houses.

commizsion of one-fourth of 1 per cent. | per cent

on this would be about $650.000, but in

|

is charged.
Heretofore

banks in South America and
practically all of this ¢x-| Europran connections,

to thelr
Rince the loans

\ great many instances one-half of 1! change profit has gone to the foreign' of the South American countries are all

Went 3,000 Miles to Serve

JME first hand information cone!lLer of men being wounded. Wa dldlllnnu Ilke those shells before.

cerning the I';urupl';w war i# fur-

nished by Guy de Bouthillier-

Chavigny of 41 Hawthorne street, |
Cambridge, Mass,, who has just returned |

from the battle front in France be-|
cause he was hit in the groin by &
pleca of sghrapnel and was thus inca-

pacitated for further duty
able thing about this yeung French-
man's experience is that he was on the
firing for only two days, did not
fire a shot himseclf and merely sat in
the saddle an his horss awaiting or-
deras to charge until knocked down by
a splinter of steel. All this was after

line

The remark- |

a journey of 3,000 miles, and now ha is |

hack at his home, & hero among his
fellow countrymen.
Houthillier-Chavigny is the son of the
late Marquis de Bouthilller-Chavieny
who tonk part as the representative of
the French Catholica In the centenary
exercises of tha archdincese of Foston
and he
try about s<ven two

years, barring

!

has been a regldent of thie coun- |

yvears when he was doing military duty |

in the French army. Hes studied at
Bishop's College, Lenoxville, Can.,, and

| makea his home with hia sl=ster and his

brother Alain at Cambridge. Heo 1s 28

vears old,

'
|
|
|

Two Days in French Army
When
not get a good close view of the enemy. ! those big 400 or (00 pound masses of

“All during September 12 we endured  metal come along they just carry
this rather unpleasant situation and' everything befora them. Our men had
wers on the same job the next day not seen such things before'
when a plece of steel hit me In the Storles of dumdum bullets he at-
right groin. Fortunately it 4ld not|tributed to the fact that the nickel caps
plerce the flesh, but the concussion are frequently scratched off when the
WAs &0 great as seriously to aggmvate bullets hit a xlancing blow on gravel, for
a previous injury and to force me to instance. Later they may lodge In hu-
retire, The surgeone examined me and man flesh and expand. Asked as to the
advised me to leave the battle front, as | numbers in the fleld, he said there were
I could no longer remain in the saddle.| 2,600,000 French and between 200,000
I made application but found thers was and 300,000 Britiah on the battle line,
no reom for me in the adm!nlmratlnnfwnh the (GGermans outnumbering them
of the army, so T returned to America. ' at all times.

“The faet that T 4id not get & 1ook| “Ah! but the spirit of the French sol-
at tha Germans ia charaoteristio of the  dlers was superb,” he axclaimed. “They
flghting In this war. It is not ons of wers wondarful! Fvery one waa brave,
close ranga encounters, It consists al- | They fought with grim determination,
most entirely of shelling at great dis- | reckliess of life if it oould bs given for
rances, with strategie advances and ra- | thelr country., And the English, too,

trent=s.  I'p tn date the hostile forces they have dona wonderful fighting in
have been endeavoring to garry out this war. Their comradeship with the
some pian which would give them an ' Franch is fine.

idvantagas In foreing a close range en-
gngement,

“Now take our position, for example,
We wera probahly from 00 to 500 yards
from the Germans at all times during
the twn duys I was with my troop at
the front,

“Back in the cities the women are
doing the men's work. Thers are no
men anywhere but the aged. Bvery man
who can perve is now cared for In the
general mobllization, and most of them
are at the front. They are now traln-
It was Just & case of the!lr Ing the elghtesn and ninstesn-year-old

Ila has meven cousins wha went ta | shelling us and our returning the fire boys, and theme will be ready within six

he front when the war broke out. How
mnny of them now live he 13 unable to

Y Alain, who is 28 years old, s
vwalting orders from the French Govs
¢rnment to join the army. He took a
physical examination a few days ago
wnd expects to join an infantry regle
ment as soon a8 he lands In France,

Guy wus one of the French reservs
'sta in thig country wheo responded to
the call to the colors In August He
reached Paris on Beptember 10, e was
\ssigned to a troop cavalry and a
day later found hims=elf faclng the Ger-
mansg at Vitry-le-I'rancols, near the cen-
tra of the battle line.

“Thera was practically nething to da
there,” he sald to.THE SUN eorrespond-
ent at Cambridge. “Wa werg located
near a heavy French battery concealed
on tha mdns of a hill,
in front on our horses In case
should bs any advanca by the enemy
nr we should be needod for ekirmishing,
The Germans constantly had our range
and shrapnel and heavy shells were
bursting about us frequently, a num-

cvancs of tha Garmans through Belgium |
Wa lingered out |
thers |

from our batteries of fisld howitgers months, making, perhaps, another mil-
and light guns. That was the case!llon with the returning reservists and
all along the French line from what I others, Everybody is out to fight for
could discover, | the republie,”

“Cares of hand to hand conflicts were The Franch sentiment toward the
very scarca and resulted only when | Germans 18 ons of Intenss hatred, he
soldlers of the apposing aldes met in! declared,
clty #treeis or struggled for the eon-| “They have heen false from the be-
tral of a road of soma gtrategle impor- | ginning,” he sald, “with thelr early
tance, It was almost entirely long| mobilization and their invasion of Bel-
range fighting at distancen of K00 vards ! glum and violation of her neutrality.
ar w0, with the other fellows well ean- | Then there was ths bhombarding of
cealed | Rheims, which was commencing just

“Losses really had not amounted ta about the time I left, The peopls wers
much up ta the tima [ left. This is terribly stirred up over that."
particularly true of the French, whn“i Regarding stories of atrocities com-
movements from the beginning have mitted by Germans, he said he imagined

| been designed to preavent, !f possible, | that the excesses had besn somewhat

decimation of great forces, Yot the ad- | exaggerated, Storles of diunkenness re-
| sulting from too constant indulgence by
and France cost them a ot of men, Germanain champagne and other wines,
many mora than it did us, if T was told | he said, were true, and parties of the in-
the truth by other soldiers, vaders had frequently been surprised hy

“TNy the time T had arrived on the| the Frenoh when In a state of stupor
#cens the Clermans had returned beyond | dus to drinking and the Germans had
Rhelms and wers commencing to shell | lost important engagements a&s a TFee
that eity. ‘There has never been any- sult.
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Ilmld in Burope the Kuropean banks In
| South Amearica, through thelr connec-
| tions in Kurope, generally manage (o
| share in the profits of these \cans

| They also find a valuable business in
participating In the profie of commis-

from which the capital of the bank has
been subseribad, and in negotlating the
businesa of the rallroads, eteamship
lines, factories and varlous industrial
enterprises already established.

The coffea valotization plan of Brasll
afforded very pleasing profits to the
foreign banks in that country as well
a8 to the London bankers who carried
it through and to the New York banks
which participated through cooperation
with London,

Some very romantic profita have been
made In promotion enterprises. A Dbig
source of profi, especially to the British
banks, has been from fAinancing contrac-
tors, and especially the contractors who
get the Government contracts for har-
bor and similar improvements. Bome-
times the money is advanced by the
London bhanks, but usually they leave it
to the banks of English nationality In
the differtnt countries where the con-
traots are let,

Many of the English contractors have
credits with the banks in South Amer-
lca which enable them to enter on large
undertakings, and in these cases the
division of profits with the bank Is
bound to be very satisfactory to that
institution If not quite so pleasing to
the contractors,

In the less stable countries the rela-
tions of the banks with the Govern-
ment sometimes are precariously prof-
Itable. The Governments need advances

(o meet current obligations, They ar-
range big overdrafts, or temporary
loans. The bank sometimes gels a coin-

mission in addition to & very large dia-
count rate.

Interest rates in the South American
countries are much higher than In
FEurope or the United States, and <his is
one source of the romantic profits. Com-
mercial discounts may be s=ald to aver-
age 0 to 10 per cent., although there i&
a4 wide variation in the different coun-
tries. Twelve per cent. is not considered
excessive.

In Colombia an ordinary bank loan
with the discount at 18 per cent is not
uncommon, while 24 per cent. excitea no
| surprise. The profit i assumed to be
| merely proportionats to the risk in ac-
cordance with the cardinal prineciple of
banking, and with the knowledge that
the bankers' practice of passing the risk
along cannot be followed because there
\s seldom any one to whom it can be
paased,

In Chile a discount rate of 10 per cent.
{s not unusual, and the disordered cur-
rency affords opportunities for specula-
tive profits which would make conserva-
tive bankers stand aghast, Bome of the
Chilean banks pay 8 per cent. interest
on time depoalts,

The Chilean Government, notwith-
standing ths unstable currency, pro-
teots the pational credit, When the Fu-
ropean war broke out Chile had about
$35,000,000 gold on depowit In London
banks as a conversion fund for its paper
currency. Some years ago a small part
of this fund was placed with a New
York bank, and doubtlesgs the Chilean
Government now wishes that mors of
the gold was hers.

During the commercial crisis In Ar-
gentina last year the Bank of the Na-
tion maintained a discount rate of 7
per cent. This was a steadying factor,
but Argentina sometimes experiences a
much higher rate, especially at perlods
when two name paper i® difficult to ne.
gotiata,

The South American system of long
credits has a good deal to do with the
Interest rates. Retailers who want nine
months from the jobbers on their Im-
ported goods willingly pay # per oent.
and upward. Whers the Jobber or im-
porter refuses this long time they are

% 9

French side in the ILLUSTRATED LONDON NEWS.

The Sun has also purchased the right to reproduce articles from the leading German reviews and
it will present these rgviews of the world’s greatest struggle every Sunday.

non-returnable and is sold out early; therefore ORDER IT NOW.
Paid Circulation Over 100,000
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Used Upright — Bargains
On Sale Monday, Nov. 2
It vau buy & used Plano from us You
an return 1t any time within one vear
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2 part of the puchase price on any
ew Upright or Plaver Plano In our
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ready to pay the loocal banke # or »
per cent. if they can get the accommo-
datien.

The establishment of American banks
in Bouth America has long been urged
by those who have studied the neces-
sities of the trade situation.

One reason why American banks have
not heretofora been established in South
America was the fact that American
capitalists, and especlally thoss who
controlled banking capital, knew so it
tle of the fleld,

American Investments relativaly wera
so small that there waa not much It
ducement to finance them, and the n«
cossity of providing exchange on New
York was not felt to be one that called
for philanthropic banking. Occasior
ally a hint was given that the great
[.ondon banking houses which had
Bouth American subsidiaries preferred
that their banking friends in the United
States should keep out,

It is alen true that ona of the great
corporations, with a perfectly organized
export business, finding ita own facilities
sufficlent, did not take Into account
those of smaller ea'lbre, and cons
quently rather discouraged the bank
proposition. This corporation, however,
afterward changed its point of view
and has sought to conperats in the re
cent move for establishing American
banks.

Another reason for the fallurea to ss
cure American banking capital was ths
relatively small number of Americans
engaged In trade In any ona countr)
The American colony in Rio da Janeiro
used to consist of 110 individuals In A
population of nearly 1000000 inhab
tants. It is murh larger now, but whe:
those 110 Americans talked of the need
of an American bank at Rlo they did
not carry great weight

In Buenos Avres there were more an!
over on the oountry ther
were small AEEressive groups Yet
nowhere was there an Amesrican enlnn
which in numbers could compare wit
the English, who are the least numer
ous, but who have the greatest ghar-
of the business

Notwithstanding the discouragements
careful studles of the situation were
made at timeg by Americans who had
banking backing. The general plan usu
ally was to acquire a controlling inte:
ent In some bank native to the country
and to eperate it lnrgely through the
native element. The principla was
sound, since the good will of the loca
community i esgentinl to any bank

Not long ago a plan for the establls!
ment of an American mortgage ban!
in Buenea Avres met with favar on the
part of some of the bankers in New
York. Yet gencerally responsible banl
ing capital hesitated te venture Into
South America because of the diffe
ence hetween the American banking sys-
tem and tha Europeran hanking systen

Bankers who studied the Bouth Amer-
lecan condltions were of the opinlon
that the only practical schemsa wuae 1t
| establish branch banks, and the old na-
itional banking law did not permit this
i'l‘ho Federal reserve act ocured this de
[feot. American branch banks In Seuth
America now will have all the ad
|vantages of Independent Institutions, to
gother with the henefit of eonnectinn
|with the parent banks in ths T'nited
|States.
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HE SUN has purchased the exclusive rights of reproduction in English of the war pictures of the
ILLUSTRATED ZEITUNG of Leipsic and other high class German art periodicals.

pictures will be printed in The Sunday Sun, together with the war sketches for the British and
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