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PREFACE

The aim of this book is entirely practical. It is to
offer directions to the uninitiated, to enlarge the under-
standing of the small investor and to assist the experi-
enced buyer of securities.

Many of the subjects here treated were partly de-
veloped by the author during the past two years under
the general direction of Mr. John Moody, for Moody’s
Investors Service, a private publication, where they
met with enough appreciation to warrant their further
development into a permanent form.

The author makes no attempt at profound or schol-
arly discussion, but seeks only to set forth common-
sense methods of avoiding losses, and increasing one’s
investment income. -

. Paur, Cravy.
New York, August, 1916.
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CLASSES OF SECURITIES





































































74 ) Sound Investing

debtedness should not decline unless there is some spe-
cial justification. Fourth and most important, the city
must show growth, as indicated by its population and
its output of manufactured goods.
























82 Sound Investing

railroad bond as a first mortgage issue, even when there
is some serious defect in it. However, if one is going
to invest money blindly, and without examination, he
will lose less in first mortgage railroad issues than in
any other class of bonds except government and mu-
nicipal bonds.































































































































































































































































Light and Power Preferred Stocks 167

stock investments. It is difficult to find them, and to
recognize them when found, but they are none the less
desirable when found and recognized. Probably after
the public utility business has been more thoroughly de-
veloped and standardized, more uniform accounting
methods will be used, and subsidiaries will be consoli-
dated with their parent concerns to such an extent as to
largely eliminate these intricacies.






















































Industrial Preferred Stocks 185

may be bought with little or no hesitation, even under
unsatisfactory business and political conditions. Indeed,
such issues are good investments and are likely to gain
upon railroad investments in popularity. The yield to
be obtained by their purchase is much larger than in the
case of railroads, and the additional risk is not an impor-
tant consideration,






































































































Copper Stocks 219

as a basis for estimating the earning power of copper
stocks.

As to production and producing capacity, the same
methods should be used. In the case of a new property
it should be remembered that engineers’ opinions are
almost always too high. The conservative investor may
well deduct 20 to 25 per cent. from engineers’ esti-
mates of producing capacity, and add one cent to one
and a half cents per pound to their estimates of costs
of production. Not only will this arbitrary rule come
closer to the truth than the estimates themselves, but it
will save the investor very many blunders.
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Stock and Bond Dealers 229

like that of 1907, to average more than 934 per cent.
Furthermore, the safety of these securities is so great,
and their recovery so rapid that even this depreciation
is of no practical consequence to the investor.









































































































264 Sound Investing

dispose of almost the entire list of these investments,
and change into the following—only to repeat the opera-
tion during the next bull movement.

20 cent. in bonds of various states yielding 33 to

T oulbnr el s b o ookt W L A Sl J
25 per cent. in municipals yielding 4 to 434%
lSpercent.inbe:;‘gnilroad mortgage bonds yielding 43§ to

15 per cent. in very best short term notes yielding 4% to 5%
10 per cent. in equipment trusts yielding 43§ to g%































































Clerks and Laborers

Good

$100 Bonds

Montana Power Ist and refunding
New York Air Brake 1st mortgage
Newark Gas Co. first
New York Central convertible debenture
San Francisco Terminal first ...... .
Schenectady and Duanesburg first .
State of Louisiana .................
Western United Gas & Electric 1st and ref....

...........

...........

........................

.....

























SECTION IV
PRACTICAL SUGGESTIONS
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How and When to Buy and Sell 321

of a bear movement, the investor will not only enor-
mously increase the safety of his principal, but will
also increase his average yield by a very large amount.
The profit should be worth the trouble.



































































































854 Sound Investing

is not especially difficult to lay down a set of rules
which would yield so many more profits than losses as
to produce great wealth; but the psychological difficulty
is insurmountable to the vast majority of men. Success
in margin speculation is literally feasible, as is proven
by the fact that it has sometimes been attained. It
is feasible, however, only to men possessing ex-
tremely rare qualities of mind and will; and to ordi-
nary mortals it is about as easy to succeed in such
speculation as it is to become a Homer, a Virgil or a
Shakespeare. .























































































