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ROMANCE OF BANKING IN SOUTH AMERICA
Large Profits for Foreign

Institutions in Inviting
Field Heretofore Neg-
lected Which Ameri-
cans Are Likely Soon
to Enter
nr cii.viu.r.s 31. pf.im'kh.

In South Amrrtra Una

BANKING Also It In.' had,
and hns, Its profit), which
reach romantic fiaures.

foreign banking In South Anuria
may b said to have begun a little
more than halt a century aso. U
was In 182 thnt the London and Hlver
I'late Hank was established In Iluenos
Ayres. It had n nuWrllicil rapltn' of
approximately 17.300,000, of which
$4,500,000 was paid In. It lias now a
subscribed capital of lH.Mn.010. nf

which 18,760,000 Is pnid up t's rewtf- -
a fraction under Jio.000 rtirt

During the early yam, wien r w.is
spreading out and establishing branches,
comfortable dividends wre pa'd. tn
1S95 It was going along at a dividend
rate of 18 per cent, per annum, with
occasional additional dividend In ths
way of bonuses. For eight or ten years
hereafter paid 10 per cnt thru
t acquired the 20 per ont. dividend

ns nn annual habit, with the plus "let
a some years. Two year.' alio the
harcholders wero presented with a
pedal bonus of 10 shilling, or 12.-I3- , a

share.
The net profits of the London and

rtlvcr Plate Hank last year were t
rifle over $2,000,000, wh'le a halanco

i.f J1.SOO.000 was carrid forward. T'.ii
deposits and current nfoun: now ran:o
from $".",000,000 upward.

The Anglo-Sout- h Ame'Kan UanU.

with a subscribed capltil of a !ltt

less than 122,000.000. of which JU.OOO.OOO

Dald Ul. Jons nlnng at a d'vidftid r.itn
if 12 per cnt. Last year lt net profit" I

were In excess of $1 VTVOM

The British H.inU of Ko-it- Atnerlct
i 1M3 paid 17 per cen'. on " mid up

pltal of $4.S6i!,000. The regtil.ir divi-

dend was 12 per cent, and th bonus
brought It up to 17 per rn Then
.here was an additional boivt" tt S vr
ent.. which made the actual return on

the capital Invested 20 per cent,
The London and llrazlliar. Itink also

paid a dividend of 20 per cent, on a
. apltnl of 16,000,000. Thh Institution
was established a little over" half a
entury ago on a capita' of approxi-

mately $3,650,000. For many 'wrs It

maintained a conservative dividend rato
of 10 per cent, but with the increase
if capital the rnto was advanced until
n 1913. with the bonus. It amounted to

JO tier cent.
The profits of these five lendiar Kuro-l.ea- n

banks of South America have been,
duplicated by other forelKn liar.lrs vlth
less capital. The Hank of Madrid and
Unenos Ayres. with a capital of $2,500.-- !
000. nays 16 per cent. i

Some of thee Institutions confine, their
operations to the east coast countries
Mrazll, Uruguay nnd Argentina. Others
cover the whole field.

On the west coaFt there are other for
eign hanks. In Phlln It has been sain '

that the loans have reached ten times j

'he capital. There have been Instances,
of dividends of 40 per cent., but from I

IS per cent, upward Is considered sat-- t
ufactory. The same statement holds
true as to Peru.

Kcuador differs from most of the
South American countries In thnt the
reater part of the banking funds are

native capital. Tlin Guayaquil bink aro
practically Independent of the Kuropean
ehnln system. It Is considered a poor

ear when they do not pay from 14

to 20 per cent.
Bolivia has some foreign capital In the

form of branch foreign banka, but the
tendency there la to encourage the na-

tive Institutions. The Bolivian Bank of
the Nation is In prors of rmrgnnlza-Hon- .

Tho authorlied capital Is $20,000 .
"00. The Government propos s lo take
100,000 shares and to name three out
of tho seven directors.

Colombia haa not much foreign capital
Invested In her hnnke. The disordered
. urrency and matters of a polltleat char-
acter have discouraged the establish-
ment of European banking Institutions,
ftccent events Indicate that American
hanks may occupy the Colombian field of
connection with the rehabilitation of
the national finances.

Generally speaklnp, the progress of
banking In the South American coun
tries has been coequal with their ma.
lerlal progress.

The Argentine Republic, which has
had the greatest material advancement,
ias also shown the moat marked prog
ross'ln banking. This applies to do
mestlc Institutions as well as to the,
foreign banks.

At the beginning of the present year
them were about 150 banks In Argon
tlna. with a total paid up capital of
$583,000,000, The total deposits wero
approximately $3S2,000,000, It is In- -
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Harbor of Santos, Brazil, from
which great quantities of coffee are
shipped.

terestlng to note thut of this amount
I'J.l.oUO.IMlO was s.lvlllKs deposits.
The Argentine Government financial

Institution, which has pome of the
fenttircs both of the Hank of France
and of the B.mk of England, Is known
as the Bank of the Nation. It li No,
lti among the sixty banks of tho world
which have deposits in excels of 0.

According to the latest report,
that for 1913, Its deposits were $2S0.O(m,-00-

The deposits of the Hank of Fran-- e

for tho stone year wero reported us
$17,0H0,000. The Argentine Hank of
tho Nation was only $3,000,000 below
tho Dresdnor Hank of Germany, whoe
deposits are frequently cited as an
Illustration of German thrift.

The Hank of the Nation Is the Gov-
ernment ilscul ngency, and Its vaults
hold the gold on which th Argentine
paper currency Is based. This Is known
us the conversion fund. It has 15U

branches throughout the republic. Its
savings deposits arc heavy.

When the disturbance In credits fol-
lowed the European war it was th
Bank of. the Nation with which the
National' C!ty Bank of New York ar-
ranged for a mutual credit balanco of
$1,000,000 In order to facilitate exchange
between the L'nlted .States and Argen-
tina.

Tho preponderance of British bank-
ing capital In South America nppears
from the names of the financial Insti-
tutions. It Is the natural rjiult of the
fact that for three-quarte- rs of a cen-
tury surplus British capital found Its
most profitable Held for Investment In
South America, not only In hanks them-
selves but In railway building and
other development enterprises and In
general trade.

When Germany began to go after
South American trade she saw the need
of banking facilities, and Fhe therefore
proceeded to get Into tho banking busi-
ness. The Banco Airman Transatlan-
tics, or German Transatlantic Hank,
whose sphere of operations is on both
coasts, was organized with a capital
of approximately $5,000,000. It Is In
reality a subsidiary of the great
Deutsche Bank c' Berlin. Its share
holders are satisfied with dividends
ranging from 8 to 10 per cent., since
they also reap decided commercial ad-
vantages from the Institution.

Tho foreign banks usually have been
organized with a special view to tho
business of tho different European
countries whose nationals re settled, In
tho various South American countries.
So It happens that there are French
banks, Italian hankii, Swiss banks, Bel-
gian banks, German bank), Spanish
banks nnd English banks.

A recent Illustration of tho tendency
to form banks boned on national ln- -
tcrests was the organization of the
Dutch Bank of South America, with a
capital of $1,600,000, which was sub-
scribed chiefly In Amsterdam nnd ltot-tcrda-

It was backed by the shlpplm;
Interests and by some grain firms which
handled part of Argentina's wheat crop,

There Is not much direct trad between
Holland and Argentina, not one-llft- h

of that between the United l?'ut;s and
Argentina, yet in this Instance thr
Dutch were more enterprising than the
Americans, for they organized the bnnlt
bsfore. any stsps had been taken Mn the
United States for flmllar Institutions.

The foreign banks in tho South
American countries do not appear to
excite opposition on tho part of tho
native, hanks, nor is there, much com-
petition with them. All tho larger
forolgn banks have branches which are
enuhlud to do business on a relatively
sms.ll capital.

Kxcliar.ge on the European financial
capitals In Itself nffords them a very
satisfactory profit. For example, the
trade between tho United States and
the different South American countries
is now $250,000,000 annually. Tho usual
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Rio Branco Avenue, Kto ae Janeiro, snowing types of

commission .of one-four- of 1 per cent. per cent. Is charged.
on this would bo about $050,000, but In Heretofore practically all of this ex- -
a great many Instances one-ha- lt of 1

Went 3,000 Miles
llrst hnnd rmatlon con--

S).ME the Europcajj w ar i fur- -

by Guy d Houthllller- -

fhavlLMiv of II llawthorno street,
Cambridge, .Mass., who has Just returned
from tho battle front In France

ho was hit In the groin by a
plrco of shrapnel or.d was thus Inca-
pacitated for further duty. The remark
able thing about thm young
man's experience Is that he won on the J

tiring line for only two dajs, aid not i

flro a shot himself and merely sat In

tho saddle on his horse awaiting or--
dcrs to charge until knocked down by
a snllnter of steel. All this was oftr
a Journey of 3,000 miles, and now h Is

back at his home, a hero among his
fellow countrymen.

Bouthllller-Chavlgn- y Is the eon of the
late Marquis do Bouthllltrr-ChnvlBn-

who took part ns the representative, of
the French Catholics In tho centenary
exercises of tho archdlocose of Boston,
and ho has been a resident of thlf coun-
try about evrn years, barring two
yenrs when h was doing military duty
In tho French army. Ho studied nt
Bishop's College, Lennrvlllo, Can., and
makes his home with his sister and hlw
brother Alain at Cambridge. Ho Is 25

years old.
He has seven cousins who went to

rhe front when tho war broke out. How
many of them now live he Is unable to
.!;. Alain, who Is 28 years old. Is

iwaltlng orders from the French Gov-
ernment to Join tho army. Ho took a
physical examination ii few days ago
and expects to Join an Infantry regi-
ment as soon us he lands In France,

Guy wus ono of tho French reserv-'st- s
In thU country who responded to

tho call to the colors In August. Ho
reached I'urin on September 10. lln was
a.sslgmd to a troop of cavalry and a
day later found himself facing the Ger-
mans at near the cen-
tre, of tho battle line.

"There whs practically nothing to do
there," he said toTitB Sun correspond-
ent at Cambridge, "Wn wero located
near a heavy French bRttcry concealed
on the rldo of a hill. Wo lingered out
In front on our horses In case there
should be any advance by tho enemy
or wo should be needad for skirmishing.
The Germans constantly had our rango
nnd shrapnel and heavy shells were
bursting nbout us frequently, a num- -

HE SUN has purchased the exclusive

chango profit has gono to tho foreign

to Serve Two Days in French Army
ber of men being wounded. Wo did
not got n good clotM view of the enemy.

"All during September 12 we endured
this rather unpleasant situation and
wero on the eamo Job tho next day
when a pleco of steel hit me in the
right groin. Fortunately It did not
pierce tho flesh, but tho concussion
was so great as seriously to aggravato
a previous Injury and to force mo to'
retire. The surgeons examined me nnd
advised mo to leave the battle front, os
I could no longer remain In tho saddle,
1 mode application but found there was
nn room for me In the administration
of the army, ao I returned to America

"Tho fact that I did not get a look
at the Germans la charaoterlstto of the
lighting In this war. It Is not one of
close range encounters. It consists al-

most entirely of shelling at great dis-

tances, with strategto advances and re-

treats. I'p to date tho hostile forces
have been endeavoring to carry out
some plan which would give them an
advantage In forcing n close range en
gngement.

"Now tnko our position, for example.
We were probohly from 800 to 000 yards
from tho Germans at nil times during
the two days I was with my troop at
the front. It was Just a case of tholr
shelling us nnd our returning the fire
from our batteries of Meld howitzers
nnd light guns. That was the case
nil along the French line from what I
could discover.

"Cases of hand to hand conflicts were
very scarce and resulted only when
soldiers of the opposing sides met In
city streets or struggled for the con-
trol of n road of some strnteglc Impor-
tance. It was almost entirely long
range righting at distances of R00 yards
or so, with the other fellows well con-
cealed.

"Losses Teally had not amounted tn
much up irtt trio time I left. This Is
particularly true of tho French, whose
movements from the beginning have
neen designed 1o prevent, If possible,
decimation of grcnt forces. Yot the'nd- -

vnnce of the Germans through Belgium
and France cost them a lot of men,
many more than It did us, If I was told
the truth by other soldiers.

"ny the time I hnd arrived on the
prene the Germans had returned beyond
Bhelms nnd were commencing to shell
thnt city. There has never been nny- -
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houses.
I banks In South America and to their

Since tho loans
of tho South American countries are all

thing like thoso shells before. When
those big 400 or 600 pound masses of
metal come along they Just carry

before them. Our men had
not seen such things before."

Stories of dumdum bullets he at-

tributed to tho fact that the nickel caps
are scratched off when the
bullets hit a glancing blow on gravel, for
instance. Iater they may lodge In hu
man flesh and expand. Asked as to the
numbers In the field, he said there wero
2,600,000 French nnd between 200,000
and 300,000 British on the battlo line,
with the Germans them
at all times.

"Ah! but the sidrlt of tho French aol
dlers was superb," he "They
were Every one waa brave,
They fought with grim
reckless of ltfo If It could ba given for
their country. And the English, too,
they have done fighting in
this war. Their with the

I French Is fine.
'Bnck In the cities the women are

doing the men's work. There aro no
men but the aged. Every man
who can eerve Is now cared for In the
general and most of them
ore at the front They are now train-
ing the eighteen and
boys, and these will be ready within fdx
months, making, another mil-
lion with tho reservleti and
others. Is out to fight for
the

Tho Frencti sentiment toward the
Germans Is one of Intense hatred, he

"They have foeen false) from the
he Bald, "with their early

nnd their Invasion of Bel-glu-

and violation of her
Then there wa the of
Bhelms, which was Just
about the time I left. The people were
terribly stirred up over that."

stories of atrocities com-
mitted by he said he
that the excesses had been somewhat

Stories of re-
uniting from too constant by
Germans In find other wines,
he said, were true, and parties of the

had been by
the French when In a. state of stupor
due to drinking and the Germans had
lost as a

rights reproduction English
ILLUSTRATED ZEITUNG Leipsic and other
pictures will be printed in The Sunday Sun, together

business

European connections.
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hold In Europe th Europaan banks tn
South America, through their conneu
tlons in Europe, generally manage to
share In tho profits of these loans.

They also nnd a valuablo business In
participating In the profits of commls
Hlons and of exchanges of the country
from which the capital of the bank has
been subscribed, and In negotiating thu
liuslnx-.v- i of tho railroads, cteamshlp
lines, factories and various Industrial
enterprises already established.

Tho coffee valorization plan of Brazil
afforded very pleasing profits to the
foreign banks In thnt country as well
as to tho London bankers who carried
it through and to tho New York banks
which participated through cooperation
with London.

Homo very romantic profits have been
made In promotion enterprises. A big
source of profit, especially to the British
banks, has been from financing contrac-
tors, and especially the contractors, who
get the Government contracts for har
bor and similar Improvements. Home-tim-

the money Is advanced by the
London banks, but usually they leave It
to tho banks of English nationality In
tho dlffertnt countries whe.ro the con-
tracts are lot.

Many of the English contractors havo
credits with the banks in South Amer
ica which enable them to entr on large
undertakings, and In the!e cases the
division of profits with the bank Is

bound to bo very satisfactory to that
Institution If not quite ao pleasing o

the contractors.
In tho lens stable countries the tola.

tlons of the banks with tho Govern
ment sometimes aro precariously prof
Itable. The Governments need advances
to meet current obligations. They ar- -

rango big overdrafts, or temporary
loans. The bank sometimes gets a com-

mission in addition to a very large dis-

count rate.
Interest rates In the South American

rmintrles nre much higher than In
Europe or the United States, and this Is

ono source of the romantic pronts. com-
mercial discounts may bo said to aver--

ago 9 to 10 per cent., although there Is

a 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, excites no
surprise. The profit Is assumed to be
merely proportionate to the risk In ac
cordance with the cardinal principle of
banking, and with the knowledge that
the bankers' practice of passing the risk
along cannot be followed because thero
Is seldom any one to whom it can De

passed.
In Chile a discount rate of 10 per cent.

Is not unusual, and the disordered cur-
rency affords opportunities for specula-
tive profits which would make conserva-
tive bankers stand aghast. Some of the
Chilean banks pay 6 per cent, interest
on time deposits.

Tho Chilean Government, notwlth
standing the unstable currency, pro-teo- ts

th national credit. When the Eu-
ropean war broke out Chile had about
$35,000,000 gold on depowlt In London
banks oh a conversion fund for Its paper
currency. Some years ago a small part
of this fund wan placed with a New
York bank, and doubtless tho Chilean
Government now wishes that more of
the gold was here.

During tho commercial crlirts In Ar
gentina last year the Bank of the Na
tion maintained a discount rate of
por oent. This was a steadying factor,
but Argentina sometimes experiences a
much higher rate, especially at periods
when two name paper 1b difficult to ne.
gotlata,

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 0 per oent.
and upward. Where the Jobber or Im-
porter refuses this long time they are
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ready to pay the local banks I or H
psr cent. If they can get the accommo-
dation.

The establishment of American bans
In South America haa long been urged
by thoae who have studied the necei-Hltle- s

of tho trade situation.
One reason why American banks have

not heretofore been established in South
America was the fact that American
capitalists, and especially those who
controlled banklnn capital, knew ao lit
tle of tho field.

American Investments relatively were
o small that there was not much In-

ducement to finance them, nnd the ne
cessity of providing rxchnnge on New
York wni not felt to bo one thnt called
for philanthropic banltlnff, Occasion
nlly a hint was Riven that the ureal
I,ondon banklnc houses winch nan
South American subsidiaries preferred
that their hnnklnc friends In the United
States should keep out.

It Is also trim that one of the frrent
corporations, with a perfectly onranlzed
export business, finding Its own facilities
sutllclent, did not tnko Into account
thoso of smaller callhrn, nnd cons"-quentl- y

rathrr dlscournKed the bank
proposition. This corporation, however.
nftcrward changed Its point of view,
and has rought to cooperate in the re-

cent move for establishing American
banks.

Another reason for the fnilurei to se-

cure American banking capital was the
relatively small number of Americans
engaged In trado In nny one countrj'
The American colony In Wo de Janeiro
lined to consist of 110 Individuals In n
population of nearly 1,000.000 lnhab!
tants. It Is much larger now, but when
thoso 110 Americans tulked of the need
of nn American bank nt Illo thoy did
not carry great weight.

In Iluenos Ayres there were more sj.d
over on tho nest const country then-wer- e

small but agcrrsshe groups. Ye
nowhere was thore an Amrlcsn colon-whic-

In numbers could comparo with
tho English, who aro the least numer
oils, but who havo the greatest ehar
of the buslne&8.

Notwithstanding the dlscourngementn,
careful studies of tho flltuntlon wert
made nt times by Americans who had
bnnklnrc backing. The general plan usu
ally was to acquire a controlling Inter-
est In some bank natlvo to the country
and to operate it largely through th
native element. Tho principle was
sound, since the good will of the local
community Is essentlnl to any bank,

Not long ago a plan for the establish
ment of nn American mortgage bank
In Iluenos Ayres mot with favor on the
part of some of the bankers In New
York. Yet generally responsible bank
tng capital hcsltntcd to venturo Int
South America because of the differ
ence between the American banking rys.
tern und tho Kuropean hanking system

Hankers who xtudlcd the South Amer-
ican conditions wero of tho opinion
that tli ulily practical scheme was to
establUh branch banks, and the old na-

tional banking law did not permit this
The I'ederal reserve act cured this de.
fret. American branch'bankn In South
America now will havo all the ad-

vantage of Independent Institutions, to-

gether with the benefit of connection
with the parent banks In the L'ntted
States,
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of the war pictures of the
high class German art periodicals. These
with the war sketches for the British and

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 reviews of the world's greatest struggle every Sunday. The Sun is substantially
non-returna- ble and is sold out early; therefore ORDER IT NOW.

Paid Circulation Over 100,000 !

mm.
r


